 Private Sector Consulting Firm Ethics Case Analysis and Proposed Resolution 

Case 

Mary Trustworthy and Glen Weasel are two new clinical health care professionals hired by Business Success, Inc. (BS Inc.), a large private organizational development consulting  firm, undergoing their six month probationary period of performance evaluation.  At noon one of Mary’s former consultees, Mrs. Innocent, comes to the office and asks for assistance but since Mary is at lunch, Glen offers to provide assistance.  Mrs. Innocent wants to purchase the latest online package for executive selection and development with six month follow up consulting services to be provided by BS Inc.  
Glen sees an opportunity for a huge sale and, since generating revenue (“making the numbers” in office lingo) was stressed as the prime factor in determining new health care professional retention and promotion, he sells Mrs. Innocent  a 1999 package with services, saying that this is the latest available package.  He knows full well, however, that there is a 2005 package available but not in stock at BS Inc. and getting rid of an old 1999 package would make him look good to top management as being cost conscious and thereby reducing inventory costs.  When Mary returns from lunch, Glen tells her about the transaction and Mary is furious.  Glen says that if Mrs. Innocent comes back he will direct her only to Mary.  But Mary retorts that deceived consultees are unlikely to generate repeat business.  
Mary stops by the office of a more senior clinical health care professional, Roger Bandwagon, and asks him whether she should report this dishonest exchange between Glen and Mrs. Innocence to the Division Manager, Victoria Ambition.  Roger advises her that if she goes to Victoria complaining about Glen’s misconduct before her formal performance evaluation it will look as if she is simply trying to make excuses for her lack of competitive initiative in generating revenue. Besides, Victoria has never made a public statement about acceptable and unacceptable means of generating revenue and there are no organizational “whistleblower protection” policies in place at BS Inc. so reporting unethical conduct would be done at her own risk. 
1. What are the central ethical issue(s) and the relevant facts in this case? 
a. Central Ethical Issue(s):  (1) interpersonal dishonesty in client sales transaction; (2) unfair advantage taken by one  clinical mental health care professional over others;  (3) risking loss of employee, managerial and company reputation for professional integrity and future business; (4) lack of ethical infrastructure in company to support ethical conduct from inadequate performance evaluation measures to a non-existent whistleblower protection policy.

b. Relevant Facts: (1) Glen lied to client to generate revenue and look better than Mary on her performance evaluation; (2)  Glen’s lying hurt the client and Mary, and risked the loss of reputation and future business for the company; (3)  the ethical infrastructure processes for reporting unethical conduct in the company did not appear to exist or to be routinely used.   

2. Who are the stakeholders involved and how severely are they impacted?  
a. Extra-organizational Stakeholders: (1)   client: dishonest treatment is likely to result in anger, loss of trust and likely loss of future business along with bad word-of-mouth publicity (high impact); (2) organizational consulting industry: further tarnishes industry image if dishonest sales practices are tolerated and become the norm (medium impact);  (3) competitors: once competitors find out about this dishonest  practice they can use it against BS Inc. (medium impact); (4)  government: possible legal grounds for fraud inviting litigation and/or government regulation (medium impact); professional association: exposes lack of emphasis in mental health professional association standards for adequate ethical infrastructures in organizations that hire clinical mental health professionals (medium impact); society: erodes trust in consulting service sales transactions in general (medium impact);  community: increases distrust and local vulnerability to dishonest BS Inc. tactics by local community members (medium impact).

b. Intra-organizational Stakeholders: (1) Glen: chose to lie to client to generate revenue, gain comparative advantage over Mary, and hurt his character, Mary and  the company (high impact); (2) Mary: unfairly treated by Glen and the company for being honest (high impact); (3) Victoria: absent as a role model for honesty and apparently did not institute or enforce an ethics development system at work (high impact); (4) Roger and other BS Inc. mental health care professionals: are influenced by tacit norms of accepted sales dishonesty, the narrow measure of generating revenue as the key performance indicator for retention and promotion, and the absence of any adequate ethical development system in the company to support whistleblowers (moderate impact); (5) owners/investors: concern about jeopardizing long term financial returns by legally risky behavior which indirectly displaces more financial risk on investors without their input (moderate impact).

3. RESULTS: To what extent do (should) the results of the action produce more benefits than costs to stakeholders in the short and long term?  
a.   Glen’s lying results in some short term benefits for him but more short term and long   term costs for Mary, other mental health professionals, the company and other stakeholders. He is acting selfishly and by doing so he offends clients, generates dysfunctional competition and distrust between fellow professionals, and risks the loss of future return business.







            b.   The full extent of the costs to other more remote stakeholders could be substantial if sales dishonesty provokes litigation for fraud, professional association censure, increased government regulatory intervention, and/or industry condemnation, domestically and globally.
4. RULES: To what extent do (should) the rules followed to achieve results respect the

rights of others and adhere to standards of justice and fairness?  Are appropriate duties and obligations fulfilled and properly prioritized?  
a.    Rights: The act of lying by Glen was inherently wrong. It violated the client’s right to the truth and the duty to treat clients with equal respect rather than manipulative disregard. It insults the dignity of clients by unilaterally depriving them of accurate information needed to make free, informed purchasing decisions. Without the truth, their freedom to intelligently use their purchasing power is taken (stolen) from them and stealing is also inherently wrong.  By lying Glen also violates the mental health professional ethics code by not putting the client/consultee interest above one’s own self-interests.
b.    Justice: The act of lying by Glen was unjust to Mary and other mental health professionals. The outcome disproportionately benefited Glen while displacing the bulk of the burdens of lost sales, future disgruntled clients, untrustworthy colleague relations and future negative performance appraisals on Mary, other mental health professionals, and Victoria. By lying Glen procured benefits that he did not justly deserve or merit. 

c. Fairness: Lying was also procedurally unfair to the client who was deprived of     her purchasing power and procedurally unfair to other mental health professionals  who have told and continue to tell the truth to clients, even if they lose some sales. Deceived clients and honest mental health professionals were both victimized and treated unequally and adversely from others in the same categories. Glen did not “fairly earn” his sales but took advantage of client ignorance by misrepresenting a product and took advantage of colleague trust by engaging in suboptimization behavior patterns, i.e., patterns that benefited him but hurt others and the company.
5. CHARACTER: To what extent is (should) the character of affected stakeholders enhanced? Are intellectual, moral, social, emotional and political virtues (readiness to act ethically) being cultivated or corrupted? Are individuals becoming better persons through this transaction/relationship?  
a. Personal Character: By lying Glen is weakening his character; he will be less willing to act ethically in the future.  He is becoming a worse (vicious) person and professional rather than a better (virtuous) one by lying. By lying he betrays the intellectual virtue of respect for the truth; he indulges the moral vices of cowardice and imprudence by being afraid to lose sales by telling the truth and downplaying the hurtful long term consequences of his action. By lying he erodes the social virtues of trust and cooperation, while fomenting the emotional vices of hatred and resentment

among and between stakeholders. Finally, by lying Glen is violating the political virtues of workplace citizenship and civility by unilaterally abusing information power to take advantage of others.

b. Group Character: Not only is Glen’s character diminished but his bad example adversely impacts the collective readiness to act ethically by others at work. If Glen’s misconduct is overlooked, condoned or praised, it sends a message about the kind of selfish, dishonest person who will succeed at that company. Collective character corruption could then exacerbate client distrust, hateful resentment among co-workers, the rapid loss of workplace community and the lack of readiness to act ethically in other transactions in the future.

c. Leadership Character: The notable lack of Victoria’s strong voice in support of honest client relationships, her absence in serving as a positive moral role model, and her inability or unwillingness to manage the organizational ethical climate of the company through responsible moral infrastructure processes indicates a lack of strong leadership character in the workplace.


6. CONTEXT:  To what extent are (should) the intra-organizational and extra-organizational contexts (barrels) supportive of ethical conduct?  
a. Intra-organizational context: The implicit condoning of Glen’s lying to generate revenue indicates that either a company compliance or ethics development system (with regular reporting of unethical acts without retaliation, a code of ethics, and an ethics audit) does not exist or is not routinely used. Nor is there any indication that performance appraisal and reward subsystems factor in ethical ways to achieve results so that unethical practices are penalized and ethical practices are commended. This lack of an ethically-supportive company infrastructure indicates that the workplace moral context is poorly designed and risks the loss of company reputation. 

b. Extra-organizational context: The extra-organizational context provides domestic legal and regulatory enforcement of fraud statutes in the U.S. to externally support honest sales transaction practices and related ethical conduct. Sanctioned sales dishonesty also exposes the company to other legal and financial risks under U.S. consumer protection laws, the U.S. Federal Sentencing Guidelines for Organizations (USFSGO) and/or the Sarbanes-Oxley Act (SOX). If family and friends found out, they would probably feel ashamed of Glen’s lying and exert some social pressure to stop his lying. Shameful, socially irresponsible acts risk the loss of extra-organizational friendships, external industry and community reputation, and future  business, so they should be condemned and avoided whenever possible.

7. (JUDGMENT INTEGRITY CAPACITY DECISION) Is there justification for improving the inclusiveness and balance of the current judgment?   There is justification for improving the inclusiveness and balance of the current judgment.

8. What are two alternative resolutions for the case, with their advantages and disadvantages?

a. Resolution A: (Immediately Fire Glen) Resolution A is to fire Glen. The upside would be it would remove a negative role model from the office and eliminate the risk of future client complaints and lost business due to sales dishonesty. The downside is that it would not be fair to Glen who assumed - in the absence of formal sales training emphasizing sustained customer relations, an explicit and enforced ethics development system, and managerial positive role modeling - that “getting  his sales numbers” and “generating revenue” anyway he could (including lying) would be acceptable. Nor does it fix the corrupt system (intra-organizational context or barrel) that tacitly allowed the lying to occur in the first place. Without an ethics development system in place to retrain Glen and set future standards of sales honesty for all mental health professionals, a new hire with Glen’s lying style would jeopardize the company again in the future.

b. Resolution B: (Comprehensive Resolution To Rebuild Integrity Capacity) Resolution B is to comprehensively address results, rules, character and context (use the R2C2 method) to restore and rebuild professional and organizational integrity capacity with regard to standards for honest sales transactions. The upside would be that a comprehensive ethics development system - with strong managerial leadership to provide a supportive infrastructure through ethics training on positive client relations practices and the importance of character development at work, explicit and enforced standards of sales honesty, whistleblowing protection policies even during probationary periods, an ethics audit with public accountability, a process for in-house ethics commendations, and visible managerial moral role modeling of integrity building sales practices - would retrain Glen and other mental health care professionals to develop “sales with integrity” practices that sustained client trust relationships and professional code compliance through truth telling. To avoid unfairly firing him, he would have to change his sales tactics so that they would adhere to explicit standards of honesty and fairness. In the process not only Glen, but others in the company as well, would be strengthening their characters, i.e., their readiness to act ethically in the future as a cooperative, workplace community. Finally, by incorporating broader range of results than mere sales revenues, such as, number of return clients, level of co-worker perceived cooperation and teamwork and/or number of client complaints, to be considered in performance appraisal and rewards, the company will be rewarding rather than penalizing those employees who generate  sales revenues by safeguarding the reputation of the company.  The downside is that this resolution takes time and is more complex than Resolution A, but addressing moral complexity in a simple-minded way, i.e., taking the quick, decisive easy way out by firing, won’t build professional and organizational integrity capacity fairly. If Glen does not respond appropriately to the ethics training, however, the manager should fire him.

9. What is your proposed resolution? What are your moral justifications for the         resolution?  To what extent will it enhance professional and company judgment integrity capacity? 
Resolution B, is the preferred and proposed resolution. 

a. Comprehensive Moral Justification: The moral justifications for the resolution are the following: (1) Results: there are more benefits than costs to Resolution B in the long run because it comprehensively counters selfish impulses to lie to clients by expanding the results expected for appraisal and reward to include benefits to multiple stakeholders; (2) Rules: Resolution B requires an explicit statement of company standards for sales honesty and provides a whistleblowing policy for reporting unfair practices with impunity, thereby clarifying explicit rules and improving the chances of honest and fair sales transactions in the future; (3) Character: Resolution B takes the step to heal the wounds to group character inflicted by lying through community-building, character development training that commends virtuous, trustworthy  conduct and raises the level of rewarded cooperation between and among employees; (4) Context: through the ethics audit and ethics commendations the company can measure and motivate its system moral progress and signal that moral integrity capacity is important to protect the reputational capital of the firm. The whistleblowing policy will signal that unethical business practices, e.g., dishonesty in sales transactions, are to be reported and action will be taken. These practices would be investigated and swiftly, fairly adjudicated so that mental health professionals at all levels in the company would know that unethical conduct is penalized and ethical conduct is commended and expected. In addition, Resolution B serves notice to competitors, the public and other stakeholders that they can expect higher standards of honesty in sales practice from BS Inc. and to factor that in their choice of places to do business.  The improved company reputation can be used to “win back,” attract and retain future clients.

b. Benefits of Resolution: Resolution B will directly enhance professional and organizational judgment integrity capacity by comprehensively, simultaneously and realistically addressing moral results, rules, character and context to protect the company’s reputational capital for sustained competitive advantage now and in the future.
10.
How will your resolution be implemented, evaluated and improved over time?

a. Resolution Implementation and Evaluation Processes: Resolution B could be implemented either through internal managerial initiative with mental health professional inputs or external organizational ethics consultant intervention – or both. They would design a comprehensive ethics development system, beginning with an organizational ethics needs assessment to identify and prioritize perceived ethics needs and a structured ethics training program to address the prioritized issues. Resolution B would be evaluated by monitoring progress in ethics needs assessments, results of ethics training, and results of ethics audits over time, and eventual moral benchmarking. Sharing the success of the approach with industry, professional associations, as well as, community and customer audiences would further invite feedback for ongoing evaluation and progress in consulting firm ethical standards.
b. Resolution Improvement Processes: Resolution B will be improved through regular structured feedback, corrective actions taken when warranted, and continual openness shown to incremental and/or breakthrough progress recommendations.  Suggestions for improvement would be regularly solicited from stakeholders and incorporated as warranted. Resolution B impacts will be coordinated with other organizational assessment and improvement efforts to promote ongoing professional and organizational moral progress.



























