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JUST LEADERSHIP:

CREATING A 

VALUES-DRIVEN

COMMUNITY
Drea Zigarmi

Why should leaders care about justice—the
subjective opinions of people concerning
what is fair or what “ought” to be done?

Because people’s perceptions of organizational justice
have a direct impact on turnover, service, organizational
citizenship, sabotage, and levels of trust in leadership.
Not only that, but perceptions of injustice and unfair-
ness are the major reasons why people leave their orga-
nizations.

While studying, training, and consulting on the art of
leadership, I have had the opportunity to watch all kinds
of leaders. I have observed egotistical leaders, angry lead-
ers, controlling leaders, vindictive leaders, threatening
leaders, as well as friendly leaders, supportive leaders,
and loving leaders. They all try hard, and while not al-
ways well-intentioned, I believe, smart leaders sense
what is at stake as they try to influence people. What is
at stake, of course, is the hearts of people, the commit-
ment of people, and vision of people, all of which are
desperately needed for effective collective action.

I have also seen the sadness, the disillusionment, the
loss of hope, and the inertia created when followers lose
faith in their leader. This outcome usually occurs be-
cause they come to believe their leaders are selfish,
morally bankrupt, and unjust. Employees learn to put
away their deep desire for justice. They become resigned
to the fact that although we are born into a democracy
and we may live in a democratic society, most people
do not work in a democratic organization.

This means there is no “common will” or “public
mind” that can be appealed to—only decisions made
by the leader and those the leader listens to. As a re-
sult, there is often no way to influence the process or
the content of the decisions made, nor to participate
in the decisions that affect those who have to imple-
ment them.

The burden of leadership carries with it by nature a
sense of inherent inequality. Power, authority, and au-
tonomy are all distributed unequally—and all in favor
of leaders. To follow therefore requires a commitment of
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trust on the part of the follower. Followers must trust
that leaders will be fair, just, and true to their word.

This article is not about why justice is important. Its
topic is something much more important: how leaders
can create a just organization. I focus on the five most
important leader behaviors that you can use to foster a
just organization: 

• Create and communicate a clear, humane organi-
zational vision.

• Develop a personal sense of fairness and help oth-
ers do the same.

• Cherish change agents and whistle-blowers.

• Build in checks and balances for access to informa-
tion and decision making.

• Ensure procedural fairness.

The following sections present these behaviors in de-
tail. Then, as a working example, they discuss what Tyco
did, after its much-publicized scandal, to turn its culture
around using each behavior. Tyco’s efforts were chosen
as an example because of the author’s intimate knowl-

edge of the sincere, comprehensive nature of the changes
that were made.

Create and Communicate a
Clear, Humane
Organizational Vision
A vision consists of three elements: a purpose, a set of
values, and an image of the desired end state. The pur-
pose describes what the company does, and a set of pri-
oritized values gives guidelines for how the company’s
purpose will be carried out. For example, fairness and
justice are values that help accomplish a worthwhile so-
cial purpose. The image of the desired end state is a
clearly defined picture of what would actually take place
if the vision is achieved.

The strength of your vision lies in the clarity of your
values. It isn’t surprising that most people want jobs in
organizations that do meaningful work. Therefore, the
purpose, which describes a meaningful endeavor—and
values to accomplish that endeavor—are the heart of
your vision. To have impact, your organizational vision
must have a meaning-based perspective. Vision state-
ments that do not resonate with the values of employ-
ees will garner very little motivation and energy. Work
that people do in organizational settings must resonate
with their personal values if they are to stay motivated
and energized to accomplish that work. In other words,
meaning must precede action.

Research shows that organizations that employ clear vi-
sions and goals have significantly greater profits than
those organizations that do not. But, in most employ-
ees’ minds, it isn’t the profits that make the vision worth
doing—it is the meaning the product or service has for
the customer. The worth of the service or product to
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your customer should therefore be made clear to all in
the purpose statement of the organizational vision.

The values embodied in your vision are ultimately used
to create and sustain meaningful work environments
without sacrificing a company’s perfectly legitimate con-
cern for the bottom line. You want to be fair and prof-
itable. Sometimes, however, the two are not possible at
a given time, and you must therefore put them in pri-
ority order. To earn and keep the trust of your employ-
ees, this means putting fairness before profitability.

To lead at a higher level, the needs and values that the
leader represents cannot just be any values. They must
be the noblest needs and values of humankind—not
secular, not idiosyncratic, not self-invested nor hege-
monic, nor full of hubris—but needs and values that
serve each individual by firmly and yet gently establish-
ing and reminding everyone of the obvious responsibil-
ity each individual has to the welfare of the whole. In
short, they must be humane.

Effective leaders stress relationships and build connec-
tions between people. They stress the potential for em-
ployees to be more tomorrow than they are today, and
they create an ideal of harmony—an ideal of grace and
giving—that will ultimately produce peace, balance,
and productivity in an organizational setting.

Values at Tyco 
After the company’s public scandal, incoming Tyco ex-
ecutives reestablished clear organizational values to be be-
haviorally observed by all employees: integrity, excellence,
teamwork, and accountability. They then proceeded to
weave these values into Tyco’s performance evaluation
process. They conducted six months of training and had

an annual recertification of their vision and expectations.
The new executives created a clear vision of a just and
ethical organization and then cascaded that vision
throughout Tyco. (For more information on this case, see
Eric Pillmore’s in-depth article, “How We’re Fixing Up
Tyco,” in Harvard Business Review, December 2003.)

Develop a Personal Sense of
Fairness in Self and Others
Few would-be leaders realize that the success of a leader
depends on that leader’s beliefs about the meaning of
life. If a leader believes that the meaning of life is to
gain personal wealth, have power, have authority, or be
the one who garners most of the attention, then that
will send off corresponding signals to followers about
what is fair and just.

If, on the other hand, a leader believes that the meaning
of life is to focus energy on the well-being of those being
served—customers and employees—the meaning of the
work is clearly and consciously focused on the welfare of
others. A just and fair organization can only happen
when the leader’s actions are consciously understood in
relation to the welfare of the whole.

A personal sense of fairness results when a full examina-
tion of one’s rights is pursued in parallel with a full ex-
amination one’s responsibility for the welfare of the
whole on a particular issue, over time. This means that
leaders must look out for what’s best for others. Leaders
must honestly face their own selfishness and must give
more than they take. They must stand up for the rights
of others when others cannot defend their own rights.

You can see that the hardest battle that may have to be
won is with the self. The creation of a values-driven
community requires a habitual pattern of open discus-
sion. It requires a consistent pattern of truth telling, in
which individuals trust that the conflict that occurs in
the course of speaking their truth will result in greater
understanding, stronger emotional connections, and
more in-unison behavior.

It should also be evident that values-driven leaders and
values-driven organizations are formed through mean-
ingful, choice-filled dialogue and action. It implies that

Stand up for the rights of
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leaders and followers take the time to look at alterna-
tives and consequences in order to make fair decisions
that nurture the welfare of all.

Fairness at Tyco
Tyco executives issued a guide to ethical conduct for all
employees, which explained their responsibilities regard-
ing corporate ethics. They instituted a corporate-wide
training program and built ethical behavior into the
performance evaluation process, making ethical behav-
ior a criterion for promotion. The training provided
guidance to employees in the identification of unethical
behavior. By emphasizing and standardizing ethical be-
haviors, Tyco developed a personal sense of fairness for
all its employees.

Cherish Change Agents and
Whistle-Blowers
I feel hesitant about using the term whistle-blower. It is
only when I think of its origin that I feel better. It comes
from the actions of an English Bobby, or policeman,
who blew his whistle to alert the community that
wrongdoing was afoot. This heroic action has become
somewhat tarnished in today’s age. Values-driven orga-
nizations are maintained through the ever-present op-
portunities each individual has to act upon the
agreed-upon collective values of the organization.

Whistle-blowing is the act of reporting illegal, immoral,
or illegitimate practices to those who can provide a rem-
edy. Interestingly enough, a national business ethics
study showed that while 56 percent of employees sur-
veyed thought that expectations of ethical behavior have
been well communicated within their organization, only
33 percent of the employees surveyed felt comfortable
reporting ethical misconduct. Leaders must find ways to
enhance and encourage organization members to cre-
ate an ethically sound environment.

People are most apt to act when they feel the public or
their coworkers will be harmed, there are other ob-
servers, or the organization is highly regulated. Con-
trary to popular belief, most whistle-blowers engage in
rational behavior, weighing the costs and benefits that
will result if they speak up. Research says that the incli-

nation to speak up is related to the probability that
things will change and the situation will be corrected—
that is, that justice will be done.

Leaders need to cherish their whistle-blowers. They need
to encourage people to speak up and voice their con-
cerns, because the research shows people are less apt to
speak out when they do not feel morally compelled, do
not see it as part of their job, when they reported their
job performance as low, or were employed by highly bu-
reaucratic organizations. And it is almost guaranteed that
if employees believe they work for a leader who is not
fair, or that they work in an organization that is not just,
then they will not speak up and voice their concerns.

Protecting Whistle-Blowers at Tyco 
Tyco executives created a position of ombudsman re-
porting to the audit committee of the Board of Directors
to provide a direct, confidential, and impartial resource
for any employee who wanted to raise issues about the
company’s compliance with industry regulations or its
corporate vision and values. They also established a toll-
free confidential telephone number and an online sys-
tem that allowed people to report ethical concerns, and
a new policy, which asked everyone to embrace this
change and not punish those who spoke up. By demon-
strating that they cherished their whistle-blowers, Tyco
gave explicit permission for employees to speak up.

Build in Checks and Balances
for Access to Information and
Decision Making
The correlation between open access to information and
positive endorsement of and trust for leaders is high.

The hardest battle that
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And the correlation between participation in decision
making and employee commitment to the organization
is very high. There is an obvious corollary: an organiza-
tion is as sick as it is secret. Research has shown that se-
crecy about pay, performance measures, or promotion
criteria, for example, leaves ample room for perceptions
of bias and inequality and results in decreased leader-
ship credibility and employee morale. Without adequate
checks and balances for access to information and deci-
sion making, organizations can easily slide from an en-
vironment of trust to one of cynicism.

The availability of a wide variety of organizational infor-
mation, informally or formally accessed, results in peo-
ple viewing leaders as open and forthright in dealing
with employees. However it is not just access to infor-
mation that is important; people also need to be allowed
to participate in decision making. Participation in deci-
sion making increases acceptance and helps shape per-
ceptions of fairness.

Most executives I have talked to, both privately and
publicly, welcome the structure that Sarbanes-Oxley
gives to the reporting of accurate information to orga-
nizational stakeholders. Here are some of the typical
checks and balances that have been put in place: a VP
of corporate governance who reports directly to the
board, an internal audit committee that reports directly
to the board, and an officer assigned to audit executive
compensation to assure proper oversight of manage-
ment and incentive programs.

Information Access and Decision Mak-
ing at Tyco
Tyco’s board and senior leadership developed and im-
plemented a sophisticated means to evaluate senior
management character. They created a variety of open
communication outlets to call attention to bad lead-
ership behavior when it occurred, and established a
formal policy on delegation of authority that expressly
prohibits individuals, no matter what their rank, from
taking action in their own self-interest. They also
made a complete delineation between finance and op-
erations management. These multiple systems of
checks and balances further established Tyco as an
ethical and just organization—one that looked out

for the best interests of all involved, not just those at
the top.

Ensure Procedural Fairness
The concept of procedural fairness refers to employees’
perceptions of the fairness of the process by which de-
cisions are made. Procedural fairness rather than job sat-
isfaction or the distribution of financial resources is a
direct predictor of a given employee’s commitment to
the organization. In other words, intent to stay is de-
termined by the perceived fairness of policies and pro-
cedures used to derive the allocation of resources—not
by what the individual receives.

Procedural fairness is connected to employee percep-
tions of process issues, such as the level of employee
voice, appropriateness of evaluation criteria, and accu-
racy of the information used to render a decision. The
issues that influence employee perceptions of procedural
fairness include consistency (do the criteria apply to all?),
accuracy (is the latest information used to make the de-
cision?), fidelity (is the process in line with the espoused
vision?), representativeness (are all the stakeholders’ in-
terests considered?), voice (are the people affected given
a say in the decision and the chosen solution?), and cor-
rectability (will someone check to see if the decisions
have their intended effects?).

Employees who are treated fairly are more apt to act as
good citizens in their organizations, displaying altru-
ism, conscientiousness, courtesy, and other positive be-
haviors. They are also less likely to engage in
anti-organizational behaviors, such as resisting author-
ity, work avoidance, sabotage, or aggression.

Fairness at Tyco 
Tyco executives established a performance review sys-
tem that evaluated people on the basis of the attainment

An organization is as sick

as it is secret.
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of professional development–related goals, which in-
cluded observable ethical behaviors, as well as on finan-
cial performance goals. They established a nominating
and governance committee—which recommended
prospective director nominees for the board to select—
and a compensation committee to review and approve
compensation and benefits. They also established a
compliance risk committee to examine business risks
and the decisions associated with new business, and a
succession planning process at the corporate level to
teach behaviors required of those who would get ahead.

In summary, the way to win employees, hearts and com-
mitment is by creating organizations that are perceived
just. Leaders accomplish this goal by communicating a
humane vision, developing a personal sense of fairness
in self and others, cherishing their change agents and
whistle-blowers, building in checks and balances for ac-
cess to information and decision making, and ensuring
procedural fairness. It can be done, because companies
have done it and are doing it. Some leaders are using
these behaviors proactively, before they get into trou-
ble, or reactively—as Tyco so aptly demonstrates. Are
you willing to take up the challenge?

Drea Zigarmi is a founding partner of Leadership
Legacies LLC, and for the past 27 years has been
a founding associate with the Ken Blanchard
companies. He has just coauthored a new book ti-
tled “Achieve Leadership Genius.” He has coau-
thored four other leadership books, including
“The Leader Within: Learning Enough About
Yourself to Influence Others” and the New York
Times best-seller “Leadership and the One Minute
Manager” with Ken Blanchard. He also holds a
full-time visiting professorship at the University of
San Diego, where he teaches in the Master’s of Ex-
ecutive Leadership program.



By supporting ethically sound behavior, managers can strengthen
the relationships and reputations their companies depend on.

Managing for
Organizational Integrity

by Lynn Sharp Paine

Many managers think of ethics as a question of
personal scruples, a confidential matter between
individuals and their conscienees. These execu-
tives are quick to describe any wrongdoing as an
isolated incident, the work of a rogue employee.
The thought that the company could bear any re-
sponsibility for an individual's misdeeds never en-
ters their minds. Ethics, after all, has nothing to do
with management.

In fact, ethics has everything to do with manage-
ment. Rarely do the character flaws of a lone actor
fully explain corporate misconduct. More typically,
unethical business practice involves the tacit, if not
explicit, cooperation of others and reflects the val-
ues, attitudes, beliefs, language, and behavioral pat-
terns tbat define an organization's operating cul-
ture. Ethics, then, is as mueh an organizational as a
personal issue. Managers who fail to provide proper
leadership and to institute systems that facilitate
ethical conduct share responsibility with those
who conceive, execute, and knowingly benefit from
corporate misdeeds.

Managers must acknowledge their role in shap-
ing organizational ethics and seize this opportunity
to create a climate that can strengthen the relation-
ships and reputations on which their companies'
success depends. Executives who ignore ethics run
the risk of personal and corporate liability in to-

day's increasingly tough legal environment. In addi-
tion, they deprive their organizations of the bene-
fits available under new federal guideiines for sen-
tencing organizations convicted of wrongdoing.
These sentencing guidelines recognize for the first
time the organizational and managerial roots of un-
lawful conduct and base fines partly on the extent
to which companies have taken steps to prevent
that misconduct.

Prompted by the prospect of leniency, many com-
panies are rushing to implement compliance-based
ethics programs. Designed by corporate counsel,
the goal of these programs is to prevent, detect, and
punish legal violations. But organizational ethics
means more than avoiding illegal practice; and pro-
viding employees with a rule book will do little to
address the problems underlying unlawful conduct.
To foster a climate that encourages exemplary be-
havior, corporations need a comprehensive ap-
proach that goes beyond the often punitive legal
compliance stance.

An integrity-based approach to ethics manage-
ment combines a concern for the law with an em-
phasis on managerial responsibility for ethical be-

Lynn Sharp Paine is associate professor at the Harvard
Business School, specializing in management ethics.
Her current research focuses on leadership and organiza-
tional in tegrity in a global environmen t.
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havior. Though integrity strategies may vary in de-
sign and scope, all strive to define companies' guid-
ing values, aspirations, and patterns of thought and
conduct. When integrated into the day-to-day oper-
ations of an organization, such strategies can help
prevent damaging ethical lapses while tapping into
powerful human impulses for moral thought and
action. Then an ethical framework becomes no
longer a burdensome constraint witbin which com-
panies must operate, but the governing ethos of an
organization.

How Organizations Shape
Individuals' Behavior

The once familiar picture of ethics as individ-
ualistic, unchanging, and impervious to organiza-
tional influences has not stood up to scrutiny in
recent years. Sears Auto Centers' and Beech-Nut
Nutrition Corporation's experiences illustrate the
role organizations play in shaping individuals' behav-
ior-and how even sound moral fiber can fray wben
stretched too thin.

In 1992, Sears, Roebuck & Company was inun-
dated with complaints about its automotive service
business. Consumers and attorneys general in more
than 40 states had accused the company of mislead-

ing customers and selling them unneeessary parts
and services, from brake jobs to front-end align-
ments. It would be a mistake, however, to see this
situation exclusively in terms of any one individu-
al's moral failings. Nor did management set out to
defraud Sears customers. Instead, a number of orga-
nizational factors contributed to the problematic
sales practices.

In the face of declining revenues, shrinking mar-
ket share, and an increasingly competitive market
for undercar services. Sears management attempt-
ed to spur the performance of its auto centers
by introducing new goals and incentives for em-
ployees. The company increased minimum work
quotas and introduced productivity incentives for
mechanics. The automotive service advisers were
given product-specific sales quotas-sell so many
springs, shock absorbers, alignments, or brake jobs
per shift-and paid a commission based on sales.
According to advisers, failure to meet quotas could
lead to a transfer or a reduction in work hours.
Some employees spoke of the "pressure, pressure,
pressure" to bring in sales.

Under this new set of organizational pressures
and incentives, with few options for meeting their
sales goals legitimately, some employees' judgment
understandably suffered. Management's failure to
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clarify the line between unneces-
sary service and legitimate pre-
ventive maintenance, coupled
with consumer ignorance, left
employees to chart their own
courses through a vast gray area,
subject to a wide range of interpre-
tations. Without active manage-
ment support for ethical practice
and mechanisms to detect and
check questionable sales methods
and poor work, it is not surprising
that some employees may have
reacted to contextual forces by re-
sorting to exaggeration, careless-
ness, or even misrepresentation.

Shortly after the allegations
against Sears became public, GEO
Edward Brennan acknowledged
management's responsibility for
putting in place compensation
and goal-setting systems that "cre-
ated an environment in which
mistakes did occur." Although
the company denied any intent
to deceive consumers, senior
executives eliminated commis-
sions for service advisers and dis-
continued sales quotas for specif-
ic parts. They also instituted a
system of unannounced shopping
audits and made plans to expand
the internal monitoring of service.
In settling the pending lawsuits.
Sears offered coupons to cus-
tomers who had bought certain
auto services between 1990 and
1992. The total cost of the settle-
ment, including potential cus-
tomer refunds, was an estimated
$60 million.

Contextual forces can also in-
fluence the behavior of top man-
agement, as a former GEO of
Beech-Nut Nutrition Corporation
discovered. In the early 1980s, on-
ly two years after joining the com-
pany, the CEO found evidence
suggesting that the apple juice
concentrate, supplied by the com-
pany's vendors for use in Beech-
Nut's "100% pure" apple juice,
contained nothing more than sug-
ar water and chemicals. The CEO
could have destroyed the bogus in-

When a Beech-Nut
employee voiced
concerns about the
purity of apple juice
concentrate, he was
accused of not
being a team
player.

ventory and withdrawn the juice
from grocers' shelves, but he was
under extraordinary pressure to
turn the ailing company around.
Eliminating the inventory would
have killed any hope of turning
even the meager $700,000 profit
promised to Beech-Nut's then par-
ent. Nestle.

A number of people in the cor-
poration, it turned out, had doubt-
ed the purity of the juice for sever-
al years before the GEO arrived.
But the 25% price advantage of-
fered by the supplier of the bogus
concentrate allowed the opera-
tions head to meet cost-control
goals. Furthermore, the company
lacked an effective quality control
system, and a conclusive lab test
for juice purity did not yet exist.
When a member of the research
department voiced concerns about
the juice to operating manage-
ment, he was accused of not be-
ing a team player and of acting
like "Chicken Little." His judg-
ment, his supervisor wrote in an
annual performance review, was
"colored by naivete and impracti-
cal ideals." No one else seemed to
have considered the company's
obligations to its customers or to
have thought about the potential
harm of disclosure. No one con-
sidered the fact that the sale of
adulterated or misbranded juice is
a legal offense, putting the compa-
ny and its top management at risk
of criminal liability.

An FDA investigation taught
Beech-Nut the hard way. In 1987,
the company pleaded guilty to
selling adulterated and misbrand-
ed juice. Two years and two crimi-
nal trials later, the CEO pleaded
guilty to ten counts of mislabel-
ing. The total cost to the compa-
ny-including fines, legal expenses,
and lost sales-was an estimated
S25 million.

Such errors of judgment rarely
reflect an organizational culture
and management philosophy that
sets out to harm or deceive. More
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often, they reveal a culture that is insensitive or in-
different to ethical considerations or one that lacks
effective organizational systems. By the same to-
ken, exemplary conduct usually reflects an organi-
zational culture and philosophy that is infused
with a sense of responsibility.

For example, Johnson & Johnson's handling of
the Tylenol crisis is sometimes attrihuted to the
singular personality of then-CEO
James Burke. However, the decision
to do a nationwide recall of Tylenol
capsules in order to avoid further
loss of life from product tampering
was in reality not one decision but
thousands of decisions made by indi-
viduals at all levels of the organiza-
tion. The "Tylenol decision," then,
is best understood not as an isolated
incident, the achievement of a lone
individual, but as the reflection of an organization's
culture. Without a shared set of values and guiding
principles deeply ingrained throughout the organi-
zation, it is doubtful that Johnson & Johnson's re-
sponse would have been as rapid, cohesive, and eth-
ically sound.

Many people resist acknowledging the influence
of organizational factors on individual behavior-
especially on misconduct - for fear of diluting peo-
ple's sense of personal moral responsibility. But this
fear is based on a false dichotomy between holding
individual transgressors accountable and holding
"the system" accountable. Acknowledging the im-
portance of organizational context need not imply
exculpating individual wrongdoers. To understand
all is not to forgive all.

The Limits of a Legal
Compliance Program

The consequences of an ethical lapse can be seri-
ous and far-reaching. Organizations can quickly be-
come entangled in an all-consuming web of legal
proceedings. The risk of litigation and liability has
increased in the past decade as lawmakers have leg-
islated new civil and criminal offenses, stepped up
penalties, and improved support for law enforce-
ment. Equally-if not more-important is the dam-
age an ethical lapse can do to an organization's
reputation and relationships. Both Sears and Beech-
Nut, for instance, struggled to regain consumer
trust and market share long after legal proceedings
had ended.

As more managers have become alerted to the
importance of organizational ethics, many have
asked their lawyers to develop corporate ethics pro-

grams to detect and prevent violations of the law.
The 1991 Federal Sentencing Guidelines offer a
compelling rationale. Sanctions such as fines and
prohation for organizations convicted of wrongdo-
ing can vary dramatically depending both on the de-
gree of management cooperation in reporting and
investigating corporate misdeeds and on whether or
not the company has implemented a legal compli-

Acknowledging the importance
of organizational context in

ethics does not imply forgiving
individual wrongdoers.

ance program. [See the insert "Corporate Fines Un-
der the Federal Sentencing Guidelines.")

Such programs tend to emphasize the prevention
of unlawful conduct, primarily by increasing sur-
veillance and control and by imposing penalties for
wrongdoers. While plans vary, the basic framework
is outlined in the sentencing guidelines. Managers
must establish compliance standards and procedures;
designate high-level personnel to oversee compli-
ance; avoid delegating discretionary authority to
those likely to act unlawfully; effectively commu-
nicate the company's standards and procedures
through training or publications; take reasonable
steps to achieve compliance through audits, mon-
itoring processes, and a system for employees to
report criminal misconduct without fear of retri-
bution; consistently enforce standards through ap-
propriate disciplinary measures; respond appropri-
ately when offenses are detected; and, finally, take
reasonable steps to prevent the occurrence of simi-
lar offenses in the future.

There is no question of the neeessity of a sound,
well-articulated strategy for legal compliance in an
organization. After all, employees can be frustrated
and frightened by the complexity of today's legal
environment. And even managers who claim to use
the law as a guide to ethical behavior often lack
more than a rudimentary understanding of com-
plex legal issues.

Managers would be mistaken, however, to regard
legal compliance as an adequate means for address-
ing the full range of ethical issues that arise every
day. "If it's legal, it's ethical," is a frequently heard
slogan. But conduct that is lawful may be highly
problematic from an ethical point of view. Consider
the sale in some countries of hazardous products
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Corporate Fines Under the Federal Sentencing Guidelines
what size fine is a corporation likely to pay if con-

victed of a crime? It depends on a number of factors,
some of which arc beyond a CEO's control, such as the
existence of a prior record of similar misconduct. But
it also depends on more controllable factors. The most
important of these are reporting and accepting respon-
sibility for the crime, cooperating with authorities,
and having an effective program in place to prevent
and detect unlawful behavior.

The following example, based on a case studied by
the United States Sentencing Commission, shows
how the 1991 Federal Sentencing Guidelines have af-
fected overall fine levels and how managers' actions
influence organizational fines.

Acme Corporation was charged
and convicted of mail fraud.
The company systematically
charged customers who dam-
aged rented automobiles more
than the actual cost of repairs.
Acme also billed some cus-
tomers for the cost of repairs to
vehicles for which they were
not responsible. Prior to the
criminal adjudication. Acme
paid $13.7 million in restitution
to the customers who had been
overcharged.

Deciding before the enact-
ment of the sentencing guide-
lines, the judge in the criminal
case imposed a fine of $6.85
million, roughly half the pecu-

customers. Under the sentencing guidelines, however,
the results could have been dramatically different.
Aeme could have been fined anywhere from 5% to
200% the loss suffered by customers, depending on
whether or not it had an effective program to prevent
and detect violations of law and on whether or not it
reported the crime, cooperated with authorities, and
accepted responsibility for the unlawful conduct. If a
high ranking official at Acme were found to have been
involved, the maximum fine could have heen as large
as $54,800,000 or four times the loss to Acme cus-
tomers. The following chart shows a possible range of
fines for each situation:

niary loss suffered by Acme's

What Fine Can Acme Expect?

Program, reporting,
cooperoHon, responsibility

Progrom only

No program, no reporting
no cooperation, no responsibility

No program, no reporting
no cooperation, no
responsibility, involvement
of high-level personnel

Maximum
$2,740,000

10,960,000

27,400,000

54,800,000

Minimum
$685,000

5,480,000

13,700,000

27,400,000

Based on Cose No.: 88-266, United Stotes Sentencing Comfrissior,
Supplementary Report on Sentencing Guidelinei for Organizalions.

without appropriate warnings or the purchase of
goods from suppliers who operate inhumane sweat-
shops in developing countries. Companies engaged
in international business often discover that con-
duct that infringes on recognized standards of hu-
man rights and decency is legally permissible in
some jurisdictions.

Legal clearance does not certify the absence of
ethical problems in the United States either, as a
1991 case at Salomon Brothers illustrates. Four top-
level executives failed to take appropriate action
when learning of unlawful activities on the govern-
ment trading desk. Company lawyers found no law
obligating the executives to disclose the impropri-
eties. Nevertheless, the executives' delay in dis-
closing and failure to reveal their prior knowledge

prompted a serious crisis of confidence among em-
ployees, creditors, shareholders, and customers.
The executives were forced to resign, having lost
the moral authority to lead. Their ethical lapse
compounded the trading desk's legal offenses, and
the company ended up suffering losses-including
legal costs, increased funding costs, and lost busi-
ness - estimated at nearly $ 1 billion.

A compliance approach to ethics also overem-
phasizes the threat of detection and punishment in
order to channel behavior in lawful directions. The
underlying model for this approach is deterrence
theory, which envisions people as rational maxi-
mizers of self-interest, responsive to the personal
costs and benefits of their choices, yet indifferent to
the moral legitimacy of those choices. But a recent
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study reported in Why People Obey the Law by
Tom R. Tyler shows that obedience to the law is
strongly influenced by a belief in its legitimacy and
its moral correctness. People generally feel that
they have a strong obligation to obey the law. Edu-
cation about the legal standards and a supportive
environment may be all that's required to insure
compliance.

Discipline is, of course, a necessary part of any
ethical system. Justified penalties for the infringe-
ment of legitimate norms are fair
and appropriate. Some people do need
the threat of sanctions. However, an
overemphasis on potential sanctions
can be superfluous and even counter-
productive. Employees may rebel
against programs that stress penal-
ties, particularly if they are designed _ • r l • l
and miposed without employee m- o i t e n s e e a w a m m o ; i r o m o n h i g h .
volvement or if the standards are *-̂  *-̂
vague or unrealistic. Management
may talk of mutual trust when unveiling a compli-
ance plan, but employees often receive the message
as a warning from on high. Indeed, the more skepti-
cal among them may view compliance programs as
nothing more than liability insurance for senior
management. This is not an unreasonable conclu-
sion, considering that compliance programs rarely
address the root causes of misconduct.

Even in the best cases, legal compliance is un-
likely to unleash much moral imagination or com-
mitment. The law does not generally seek to in-
spire human excellence or distinction. It is no guide
for exemplary behavior-or even good practice.

pect of organizational life, rather than an unwel-
come constraint imposed by external authorities.

An integrity strategy is characterized by a con-
ception of ethics as a driving force of an enterprise.
Ethical values shape the search for opportunities,
the design of organizational systems, and the de-
cision-making process used by individuals and
groups. They provide a common frame of reference
and serve as a unifying force across different func-
tions, lines of business, and employee groups. Orga-

Management may talk of mutual
trust when unveiling a

plan, but

Those managers who define ethics as legal compli-
ance are implicitly endorsing a code of moral medi-
ocrity for their organizations. As Richard Breeden,
former chairman of the Securities and Exchange
Commission, noted, "It is not an adequate ethical
standard to aspire to get through the day without
being indicted."

Integrity as a Governing Ethic
A strategy based on integrity holds organizations

to a more robust standard. While compliance is
rooted in avoiding legal sanctions, organizational
integrity is based on the concept of self-governance
in accordance with a set of guiding principles. From
the perspective of integrity, the task of ethics man-
agement is to define and give life to an organiza-
tion's guiding values, to create an environment that
supports ethically sound behavior, and to instill a
sense of shared accountability among employees.
The need to obey the law is viewed as a positive as-

nizational ethics helps define what a company is
and what it stands for.

Many integrity initiatives have structural fea-
tures common to compliance-based initiatives: a
code of conduct, training in relevant areas of law,
mechanisms for reporting and investigating poten-
tial misconduct, and audits and controls to insure
that laws and company standards are being met. In
addition, if suitably designed, an integrity-based
initiative can establish a foundation for seeking the
legal benefits that are available under the sentenc-
ing guidelines should criminal wrongdoing occur.
(See the insert "The Hallmarks of an Effective In-
tegrity Strategy.")

But an integrity strategy is broader, deeper, and
more demanding than a legal compliance initiative.
Broader in that it seeks to enable responsible con-
duct. Deeper in that it cuts to the ethos and operat-
ing systems of the organization and its members,
their guiding values and patterns of thought and ac-
tion. And more demanding in that it requires an
active effort to define the responsibilities and aspi-
rations that constitute an organization's ethical
compass. Above all, organizational ethics is seen as
the work of management. Corporate counsel may
play a role in the design and implementation of in-
tegrity strategies, but managers at all levels and
across all functions are involved in the process. (See
the chart, "Strategies for Ethics Management.")

During the past decade, a number of companies
have undertaken integrity initiatives. They vary ac-
cording to the ethical values focused on and the im-
plementation approaches used. Some companies
focus on the core values of integrity that reflect ba-
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The Hallmarks of an Effective Integrity Strategy
There is no one right integrity strategy. Faetors such

as management personality, company history, culture,
lines of business, and industry regulations must be
taken into account when shaping an appropriate set of
values and designing an implementation program.
Still, several features are common to efforts that have
achieved some success:
D The guiding values and commitments make sense
and are clearly communicated. They reflect impor-
tant organizational obligations and widely shared as-
pirations that appeal to the organization's members.
Employees at all levels take them seriously, feel com-
fortahlc discussing them, and have a concrete under-
standing of their practical importance. This does not
signal the absence of amhiguity and conflict but a will-
ingness to seek solutions compatihle with the frame-
work of values.
in Company leaders are personally committed, credi-
ble, and wilhng to take action on the values they es-
pouse. They are not mere mouthpieces. They are will-
ing to scrutinize their own decisions. Consistency on
the part of leadership is key. Waffling on values will
lead to employee cynicism and a rejection of the pro-
gram. At the same time, managers must assume re-
sponsihility for making tough calls when ethical ohli-
gations conflict.
D The espoused values are integrated into the normal
channels of management decision making and are re-
flected in the organization's critical activities: the de-

velopment of plans, the setting of goals, the search for
opportunities, the allocation of resources, the gather-
ing and communication of information, the measure-
ment of performance, and the prumotion and advance-
ment of personnel.
D The company's systems and structures support and
reinforce its values. Information systems, for exam-
ple, are designed to provide timely and accurate infor-
mation. Reporting relationships are structured to
build in checks and balances to promote objective
judgment. Performance appraisal is sensitive to means
as well as ends.
n Managers throughout the company have the deci-
sion-making skills, knowledge, and competencies
needed to make ethically sound decisions on a day-
to-day basis. Ethical thinking and awareness must be
part of every managers' mental equipment. Ethics ed-
ucation is usually part of the process.

Success in creating a climate for responsible and
ethically sound behavior requires continuing effort
and a considerable investment of time and resources.
A glossy code of conduct, a high-ranking ethics officer,
a training program, an annual ethics audit - these trap-
pings of an ethics program do not necessarily add up
to a responsihle, law-ahiding organization whose es-
poused values match its actions. A formal ethics pro-
gram can serve as a catalyst and a support system, hut
organizational integrity depends on the integration of
the company's values into its driving systems.

sic social obligations, such as respect for the rights
of others, honesty, fair dealing, and obedience to
the law. Other companies emphasize aspirations-
values that are ethically desirable but not necessar-
ily morally obligatory - such as good service to cus-
tomers, a commitment to diversity, and involve-
ment in the community.

When it comes to implementation, some com-
panies begin with behavior. Following Aristotle's
view that one becomes courageous by acting as a
courageous person, such conipanies develop codes
of conduct specifying appropriate behavior, along
with a system of incentives, audits, and controls.
Other companies focus less on specific actions and
more on developing attitudes, decision-making
processes, and ways of thinking that reflect their
values. The assumption is that personal commit-
ment and appropriate decision processes will lead
to right action.

Martin Marietta, NovaC-are, and Wetherill Asso-
ciates have implemented and lived with quite dif-

ferent integrity strategies. In each case, manage-
ment has found that the initiative has made impor-
tant and often unexpected contributions to compet-
itiveness, work environment, and key relationships
on which the company depends.

Martin Marietta: Emphasizing
Core Values

Martin Marietta Corporation, the U.S. aerospace
and defense contractor, opted for an integrity-based
ethics program in 1985. At the time, the defense in-
dustry was under attack for fraud and mismanage-
ment, and Martin Marietta was under investigation
for improper travel billings. Managers knew they
needed a better form of self-governance but were
skeptical that an ethics program could influence
behavior. "Back then people asked, 'Do you really
need an ethics program to be ethical?"' recalls cur-
rent President Thomas Young. "Ethics was some-
thing personal. Either you had it, or you didn't."
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The corporate general counsel played a pivotal
role in promoting the program, and legal compli-
ance was a critical objective. But it was conceived
of and implemented from the start as a company-
wide management initiative aimed at creating and
maintaining a "do-it-right" climate. In its original
conception, the program emphasized core values,
such as honesty and fair play. Over time, it expand-
ed to encompass quality and environmental respon-
sibility as well.

Today the initiative consists of a code of conduct,
an ethics training program, and procedures for re-
porting and investigating ethical concerns within
the company. It also includes a system for disclos-

ing violations of federal procurement law to the
government. A corporate ethics office manages the
program, and ethics representatives are stationed at
major facilities. An ethics steering committee,
made up of Martin Marietta's president, senior ex-
ecutives, and two rotating members seiected from
field operations, oversees the ethics office. The au-
dit and ethics committee of the board of directors
oversees the steering committee.

The ethics office is responsible for responding to
questions and concerns from the company's em-
ployees. Its network of representatives serves as a
sounding board, a source of guidance, and a channel
for raising a range of issues, from allegations of

Strategies for Ethics Management
characteristics of Compliance Strategy

Ethos

Objective

Leadership

Methods

Behavioral
Assumptions

conformity ^ith externally
imposed standards

prevent criminal misconduct

lawyer driven

education, reduced discretion.
auditing and controls, penalties

autonomous beings guided by
material self-interest

Implementation of Compliance Strategy

Standords

Staffing

Activities

Education

criminal and regulatory law

lavt^ers

develop compliance standards
train and communicate
handle reports of misconduct
conduct investigations
oversee complionce audits
enforce stondards

compliance standards and system

Characteristics of Integrity Strategy

Ethos

Objective

Leadership

Methods

Behavioral
Assumption:

self-governance according
to chosen standards

enable responsible conduct

management driven with
aid of lawyers, HR, others

education, leadership.
accountability, organizational
systems and decision processes.
auditing and controls, penalties

social beings guided by material
setf-interest, values, ideals, peers

Implementation of Integrity Strategy

Standards

Staffing

Activities

Education

compony volues and aspirations
social obligations, including l a ^

executives and managers
^ith la^ryers, others

lead development of compony
volues ond stondords

train and communicote
integrate into company systems
provide guidance and consultation
ossess volues performance
identify and resolve problems
oversee compliance activities

decision making and values
compliance standards and system
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wrongdoing to complaints about poor manage-
ment, unfair supervision, and company policies and
practices. Martin Marietta's ethics network, which
accepts anonymous complaints, logged over 9,000
calls in 1991, when the company had about 60,000
employees. In 1992, it investigated 684 cases. The
ethics office also works elosely with the human re-
sources, legal, audit, communications, and security
functions to respond to employee concerns.

Shortly after establishing the program, the com-
pany hegan its first round of ethics training for the
entire workforce, starting with the CEO and senior
executives. Now in its third round, training for se-
nior executives focuses on decision making, the
challenges of balancing multiple responsibilities,
and compliance with laws and regulations critical
to the company. The incentive compensation plan
for executives makes responsihility for promoting
ethical conduct an explicit requirement for reward
eligibility and requires that business and personal
goals be achieved in aceordanee with the compa-
ny's policy on ethics. Ethical conduct and support
for the ethies program are also criteria in regular
performance reviews.

Today top-level managers say the etbics program
has helped the company avoid serious prohlems
and become more responsive to its more than
90,000 employees. Tbe etbics network, which
tracks the number and types of cases and com-
plaints, bas served as an early warning system for
poor management, quality and safety defects, racial
and gender discrimination, environmental con-
cerns, inaeeurate and false records, and personnel
grievances regarding salaries, promotions, and lay-
offs. By providing an alternative cbannel for raising
sueh concerns, Martin Marietta is able to take eor-
rective action more quickly and with a lot less pain.
In many cases, potentially embarrassing problems
bave been identified and dealt with before becom-
ing a management crisis, a lawsuit, or a criminal
investigation. Among employees who brought com-
plaints in 1993, 75% were satisfied with the results.

Company executives are also convinced that the
program has helped reduee the incidence of mis-
conduct. When allegations of misconduct do sur-
face, the company says it deals with them more
openly. On several oeeasions, for instance, Martin
Marietta has voluntarily disclosed and made resti-
tution to the government for misconduct involving
potential violations of federal procurement laws. In
addition, when an employee alleged that the com-
pany had retaliated against him for voicing safety
concerns about his plant on CBS news, top manage-
ment commissioned an investigation by an outside
law firm. Altbough failing to support the allega-
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tions, tbe investigation found tbat employees at the
plant feared retaliation when raising health, safety,
or environmental eomplaints. The company redou-
bled its efforts to identify and discipline those em-
ployees taking retaliatory action and stressed the
desirability of an open work environment in its
ethies training and company communications.

Although the ethics program helps Martin Mari-
etta avoid certain types of litigation, it has oeca-
sionally led to other kinds of legal action. In a few
cases, employees dismissed for violating the code of
ethics sued Martin Marietta, arguing that the com-
pany had violated its own code hy imposing unfair
and excessive discipline.

Still, the company believes tbat its n i\.j /^ • ir"l
attention to etbics has been worth it A t JNovaLare, e x e c u t i v e s d e i m e d
The ethics program has led to better • • 1 1 1orsanizational values and

time to take advantage of tbe expanding market
for tberapeutie services. However, in 1988, tbe vi-
ability of the company was in question. Turnover
among its frontline employees-the clinicians and
therapists who care for patients in nursing homes
and hospitals-escalated to 57% per year. The com-
pany's inability to retain therapists caused eus-
tomers to defect and the stock price to languish in
an extended slump.

After months of soul-searching, InSpeecb execu-
tives realized that the turnover rate was a symptom
of a more basic problem: the lack of a common set
of values and aspirations. There was, as one execu-

tbe government,
as well as to new business oppor-
tunities. Along witb prices and tecb-
nology, Martin Marietta's record of
integrity, quality, and reliability of
estimates plays a role in the award-
ing of defense contracts, which ac-
count for some 75% of the company's revenues. Ex-
ecutives believe tbat tbe reputation tbey've earned
tbrougb tbeir etbics program has helped them build
trust with government auditors, as well. By open-
ing up communications, the company has reduced
the time spent on redundant audits.

The program has also helped cbange employees'
perceptions and priorities. Some managers compare
tbeir new ways of thinking ahout ethics to the way
tbey understand quality. They consider more care-
fully how situations will be pereeived by otbers, tbe
possible long-term consequenees of sbort-term
tbinking, and tbe need for continuous improve-
ment. CEO Norman Augustine notes, "Ten years
ago, people would have said tbat tbere were no ethi-
cal issues in business. Today employees think their
number-one objective is to be thought of as decent
people doing quality work."

NovaCare: Building
Shared Aspirations

NovaCare Inc., one of the largest providers of
rehabilitation services to nursing bomes and bos-
pitals in the United States, has oriented its ethics
effort toward huilding a common core of shared
aspirations. But in 1988, when the company was
called InSpeech, the only sentiment sbared was
mutual mistrust.

Senior executives built the eompany from a se-
ries of aggressive acquisitions over a brief period of

introduced structural changes
to support those values.

tive put it, a "buge disconnect" between tbe values
of tbe therapists and clinicians and those of the
managers who ran the company. The therapists and
clinicians evaluated tbe company's success in
terms of its delivery of bigb-quality bealtb care. In-
Speech management, led by executives witb finan-
cial services and venture capital backgrounds, mea-
sured tbe company's worth exclusively in terms of
financial success. Management's single-minded
emphasis on increasing hours of reimbursable care
turned clinicians off. They took management's per-
formance orientation for indifference to patient
care and left tbe eompany in droves.

CEO John Foster recognized the need for a eom-
mon frame of reference and a common language to
unify the diverse groups. So he brought in consul-
tants to conduct interviews and focus groups with
the eompany's healtb care professionals, managers,
and customers. Based on the results, an employee
task force drafted a proposed vision statement for
the eompany, and another 230 employees suggested
revisions. Then Foster and several senior managers
developed a succinet statement of the company's
guiding purpose and fundamental beliefs that could
be used as a framework for making decisions and
setting goals, policies, and practices.

Unlike a code of conduct, which articulates spe-
cific behavioral standards, the statement of vision,
purposes, and beliefs lays out in very simple terms
tbe company's central purpose and core values. Tbe
purpose-meeting tbe rehabilitation needs of pa-

HARVARD BUSINESS REVIEW March-April 1994 115



tients tbrough clinical leadersbip-is supported by
four key beliefs: respect for the individual, service
to the customer, pursuit of excellence, and commit-
ment to personal integrity. Each value is discussed
with examples of how it is manifested in the day-
to-day activities and policies of the company, such
as how to measure the quality of care.

To support the newly defined values, the compa-
ny changed its name to NovaCare and introduced a
number of structural and operational cbanges. Field
managers and clinicians were given greater deci-
sion-making autbority; clinicians were provided
with additional resources to assist in the delivery of
effective therapy; and a new management structure
integrated the various therapies offered by tbe com-
pany. Tbe hiring of new corporate personnel with
health care backgrounds reinforeed tbe company's
new clinical focus.

The introduction of the vision, purpose, and be-
liefs niet witb varied reactions from employees,
ranging from cool skepticism to open entbusiasm.
One employee remembered tbinking the talk about
values "mucb ado about notbing." Anotber re-
called, "It was really wonderful. It gave us a goal
that everyone aspired to, no matter what their place
in the eompany." At first, some were baffled about
how tbe vision, purpose, and beliefs were to be

used. But, over time, managers became more adept
at explaining and using tbem as a guide. When a
customer tried to hire away a valued employee, for
example, managers considered raiding the custom-
er's company for employees. After reviewing the
beliefs, tbe managers abandoned tbe idea.

NovaCare managers acknowledge and company
surveys indicate that there is plenty of room for im-
provement. While the values are used as a firm ref-
erence point for decision making and evaluation in
some areas of the company, they are still viewed
with reservation in others. Some managers do not
"walk the talk," employees complain. And recently
acquired eompanies have yet to be fully integrated
into the program. Nevertheless, many NovaCare
employees say the values initiative played a critical
role in tbe company's 1990 turnaround.

The values reorientation also helped the com-
pany deal with its most serious problem: turnover
among health care providers. In 1990, the turnover
rate stood at 32%, still above target but a signifi-
cant improvement over tbe 1988 rate of 57%. By
1993, turnover had dropped to 27%. Moreover, re-
cruiting new clinicians became easier. Barely able
to hire 25 new clinicians each month in 1988, the
company added 776 in 1990 and 2,546 in 1993. In-
deed, one employee who left during tbe 1988 tur-
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moil said that her decision to return in 1990 hinged
on the company's adoption of the vision, purpose,
and beliefs.

Wetherill Associates:
Defining Right Action

Wetberill Associates, Inc . -a small, privately
beld supplier of electrical parts to the automotive
market-has neither a conventional code of con-
duct nor a statement of values. Instead, WAI has a
Quality Assurance Manual-a combination of phi-
losophy text, conduct guide, teehnieal manual, and
company profile-that describes the company's
commitment to honesty and its guiding principle
of right action.

WAI doesn't have a eorporate eth-
ics officer who reports to top man-
agement, hecause at WAI, the eom-
pany's eorporate ethics officer is top
management. Marie Bothe, WAI's
chief executive offieer, sees her
main function as keeping tbe 350-
employee company on tbe patb of
right action and looking for oppor-
tunities to belp tbe community. Sbe
delegates the "technical" aspects of
tbe business-marketing, finance, personnel, oper-
ations - to otber members of the organization.

Right action, the basis for all of WAI's decisions,
is a well-developed approacb tbat challenges most
conventional management thinking. The company
explicitly rejects the usual conceptual boundaries
tbat separate morality and self-interest. Instead,
they define right behavior as logically, expediently,
and morally right. Managers teach employees to
look at the needs of the customers, suppliers, and
the community-in addition to those of the eompa-
ny and its employees - when making decisions.

WAI also has a unique approach to competition.
One employee explains, "We are not 'in competi-
tion' with anybody. We just do what we have to do
to serve the customer." Indeed, when oeeasionally
unahle to fill orders, WAI salespeople refer cus-
tomers to competitors. Artificial incentives, such
as sales contests, are never used to spur individual
performance. Nor are sales results used in deter-
mining compensation. Instead, the focus is on
teamwork and customer service. Managers tell all
new recruits that absolute honesty, mutual cour-
tesy, and respect are standard operating procedure.

Neweomers generally react positively to compa-
ny philosophy, but not all are prepared for sucb a
radical departure from the practices they have
known elsewhere. Recalling her initial interview,

one recruit described her response to being told that
lying was not allowed, "What do you mean- No ly-
ing? I'm a huyer. I lie for a living!" Today she is per-
suaded that the policy makes sound business sense.
WAI is known for informing suppliers of oversbip-
ments as well as undersbipments and for scrupu-
lous honesty in the sale of parts, even when decep-
tion cannot be readily deteeted.

Since its entry into the distribution business 13
years ago, WAI has seen its revenues climb steadily
from just under $1 million to nearly $98 million in
1993, and tbis in an industry witb little growth.
Once seen as an upstart beset by naysayers and in-
dustry skeptics, WAI is now credited with entering
and professionalizing an industry in which kick-
hacks, bribes, and "gratuities" were commonplace.

Creating an organization that
encourages exemplary conduct
may be the best way to prevent

damaging misconduct.
Employees-equal numbers of men and women
ranging in age from 17 to 92-praise the work envi-
ronment as botb productive and supportive.

WAI's approach could be difficult to introduce in
a larger, more traditional organization. WAI is a
small company founded by 34 people who sbared a
belief in rigbt action; its etbical values were natu-
rally built into the organization from the start.
Those values are so deeply ingrained in the compa-
ny's culture and operating systems tbat they have
been largely self-sustaining. Still, the company has
developed its own training program and takes spe-
cial care to hire people willing to support right ac-
tion. Ethics and job skills are considered equally
important in determining an individual's compe-
tence and suitability for employment. For WAI, tbe
challenge will be to sustain its vision as the eompa-
ny grows and taps into markets overseas.

At WAI, as at Martin Marietta and NovaCare,
a management-led commitment to ethical values
has contributed to competitiveness, positive work-
force morale, as well as solid sustainable relation-
sbips witb the company's key constituencies. In
the end, ereating a climate that encourages exem-
plary conduct may he the best way to discourage
damaging misconduct. Only in such an environ-
ment do rogues really act alone. ^
Reprint 94207
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