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Objectives

€ Cautionary tale: Aaron Beam, former CFO at HealthSouth

€ WHAT is ethics?

- For you
- For your organization/employees

¥ WHY aren’t we always ethical all of the time?
- Our “thinking” is compromised: System 1 v. System 2
- Our “vision” is clouded & conflicted: Moral compass orientations

€ HOW to avoid:

- Greater awareness, increased clarity
- A System 2 strategy



Aaron Beam, former CFO of HealthSouth

"Our earnings projection was just shy of what Wall
Street was expecting in 1996. We were 90-95% there.
When it got to the point that we couldn't legitimately
make our numbers, Richard [Scrushy] couldn't accept
that. He's such an intimidating person and led the
company as a maniacal dictator. He convinced us to
fudge that 5-10% so we would make our numbers. He
made us believe that we’d make it up in the next quarter.
Unfortunately, my lead accountant said he thought he
could make the entries and hide them from the auditors,
and Richard said, ‘Let’s do it.

The correct thing to do was to say no to him, stand up to
him, but | didn’t. Obviously, | was weak of character.”



Any of us could be Aaron Beam.



What is ethics?

 Mere regulatory compliance?
* A synonym for ordinary morality?
(e.g., “do not kill,” “do no harm,” “tell the truth”)

 Asetof “morally permissible” standards of conduct that
apply to some particular culture, group, or setting that
make social life/practice possible?

(e.g., professional codes of conduct = military ethics,
medical ethics, legal ethics, accounting ethics)

* A theory of living.

— “We are discussing no small matter, but how
how we ought to live.” - Socrates




Ethics can complicate.

Calvin and Hobbes by Bill Watterson




Ethics can clarify.




Ethics clarifies when we approach as a practice

A deliberative process of reflection that helps us
better understand 1) ourselves (i.e., “the examined
life”), 2) interested others (i.e., stakeholders), and 3)
our professional or organizational commitments —
including:

1. Why we think/act the way we do and
2.  Why others think/act the way they do;

so that we can make the decision that best
harmonizes our personal, societal, and
professional/organizational values & priorities.




The space that ethics inhabits

WE ARE HERE

Personal

_ Organizational/
Societal _
Professional



Awareness of one’s personal values is
central to the practiceof ethics.

1. Quickly list your personal values.

2. Now, re-order them according to order of
priority



* Do your personal values
harmonize (or conflict) with
those in your organization or
in your profession?

* How well do you fit with your
organization’s culture?



As the water gets hotter and hotter, the frog continues to
adjust and even find comfort. .. until it is too late.



Beware of subtle and
incremental ways in which you
can be frog-like in your gradual

conformity to environments, i.e.

corporate cultures and strong

personalities, that are not in
harmony with your values.



Ethics downstream: Sears

e Management had instituted productivity-based
commissions and product-sales quotas, i.e., certain
number of shocks, brake jobs, etc. had to be sold
every shift or workers would be penalized

e Lawsuits filed in 40 states accusing Sears of
misleading/deceiving customers, selling unnecessary
parts and services

e CEO: we “created an environment in which mistakes
did occur” & Sears paid S60 million in settlements



Cultivating the culture starts with you.

“Managers who fail to
provide leadership and to
institute systems that
facilitate ethical conduct
share responsibility with
those who conceive,
execute, and knowingly
benefit from corporate

misdeeds.” -Harvard Business
School Professor Lynn Sharp Paine




Cultivating an ethical culture, i.e. a culture of integrity

Do your employees have a sense of ownership?

— Do employees hold themselves accountable b/c they
have personal buy-in to the values & mission of the
business, i.e., are they integrated?

e |If you want workers with integrity, the culture must
promote an employee’s personal & professional
integration, i.e., do your employees sense a
commitment to helping them transform the quality
of their lives? To helping them connect the work
they do with their most deeply-held values?




We “think” differently.



What would you do?

Would you pull the lever?




What would you do?

Would you
push the
person
with the
backpack?




System 1 v. System 2
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We “see” differently.



What do you see here?




What do you see here?




Three brief case vignettes illustrating the
differences in how we “see” ethical situations

1. Schlavo case: Husband flghtmg for wife’s W|shes




Analyzing every human act

Agent/Person

Following slides analyzing human acts are based on Wm. David Solomon, “ETHICS: Normative Ethical
Theories” in Encyclopedia of Bioethics & Richard B. Miller’s presentation on “Ethical Theory” at the IU

Poynter Center’s “Teaching Research Ethics” workshop.




Analyzing every human act

Agent/Person >  Action



Analyzing every human act

Agent/Person 2 Action 22>—2>—2>—>—2> Ends



Analyzing every human act

Agent/Person = Action 2—>—2>—2>—2>-2> Ends
(Virtue) (Rules/Principles) (Consequences)

(3) Professor (1) Schiavo (2) Journalist

Orientations differ in how we approach ethical dilemmas.




1. Rules/Principles Orientation

e Does the act abide by a basic rule/principle
independent of the act’s consequences?

 The “right” thing to do is determined independent
of the “good” consequences that might or might
not follow.




2. Consequences orientation

 The “good” consequences that will follow are

more important than following some rlght rule
or principle. |

e Utilitarianism

— What act(s) will result in the greatest balance of good

over bad or will promote the greatest good for the
greatest number?

— Does this act accomplish a common good?



3. Virtue orientation j§ RZBERE

 Focus is on BEING in the midst of moral development
rather than doing/action

 The moral life moves across an arc; our capacities
develop; habits form; character traits emerge; a set of
moral contours evolve

e |f this act were repeated, who would | become? What
does this act say about me?

- e,
F : 5
&e E.g., Jean Valjean — ;
e “Who am 1?” A
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Analyzing every human act

Agent/Person = Action 2—>—2>—2>—2>-2> Ends
(Virtue) (Principles/Rules)  (Consequences)

(3) Professor (1) Schiavo AR ENN:



Analyzing every human act

Agent/Person = Action 2—>—2>—-2>-2>-2 Ends
(Virtue) (Principles/Rules) (Consequences)

(3) Professor (1) Schiavo (2) Journalist
Moral character/ Moral quality of the Moral quality of the
Identity of the person act itself state of affairs in the end

| 4

ETHICS OF BEING ETHICS OF DOING




If we even “see” at all . ..



— 40 seminary students enrolled in the study 5;(’3‘f~ =\
s e B
— Subjects instructed to go to nearby building and give
either an impromptu talk describing a “good” minister or
an impromptu talk about the Good Samaritan parable
e 1/3 were given a “low hurry” message
e 1/3 were given an “intermediate hurry” message

e 1/3 were given a “high hurry” message (“You're late!”)

— An individual in obvious distress was planted along route

John M. Darley & C. Daniel Batson, d CNR2 Y WS NXzal £ SY G2 WSNAOK2¢Y ! [ GdzRe
Helping Behavigp27 JOURNAL OF PERSONALITY & SOCIAL PSYCHOLOGY 100 (1973).



Time Pressure/Tyranny of the Goals

* How many of these PTS students — future ministers
— gave aid?

e 40% (16 out of 40) of all students gave direct or indirect aid

— Low hurry: 9 of the 16 who helped
— Intermediate hurry: 6 of the 16 who helped
— High hurry: 1 of the 16 who helped

* 60% (24 out of 40) of the students did not help

— “several students literally stepped over the victim” as he hurried to
give his talk on the parable of the Good Samaritan

— No correlations to content of their sermon (“good
minister” or Good Samaritan), BUT being in a hurry was
a key determining factor in whether help was given.

John M. Darley & C. Daniel Batson, d CNR2 Y WS NXzal £ SY G2 WSNAOK2¢Y ! [ GdzRe
Helping BehavioR7 JOURNAL OF PERSONALITY & SOCIAL PSYcHOLOGY 100 (1973).



Time Pressure/Tyranny of the Goals

e Some of the 60% noticed a person in need of help, but

— “ ... because of time pressures, did not help because they
did not perceive the scene in the alley as an occasion for an
ethical decision.”

e Others, noticeably “aroused” and “anxious” upon
arrival, chose not to help for fear of failing the
experimenter (a right v. right conflict, not callousness)

e Others reported that they did not even realize (or SEE)
a person in need of help in the alley as they ran by:

{

— “...when a person is in a hurry, there is a narrowing of the
cognitive map.”

John M. Darley & C. Daniel Batson, d CNR2 Y WS NXzal £ SY G2 WSNAOK2¢Y ! [ GdzRe
Helping BehavioR7 JOURNAL OF PERSONALITY & SOCIAL PSYcHOLOGY 100 (1973).



Bottom line:

Most of us do act unethically (usually in minor ways,
e.g., shredded tests and vending machines) because:

1) our rational minds are overruled by System 1 ways of
“thinking”, i.e., emotion, intuition, gut instincts rather
than System 2 analytical, rational, crltlcal thlnklng

"T‘&QW m 9@

and/or

2) we often don’t see the ethical moment due to tlme
constraints, cognitive errors, social pressures,
organizational pressures, unconscious biases,
rationalizations, frog-like tendencies to go along to get

along, etc., etc.



How to avoid?

 The key is — awareness — of the potential existence and
power of emotions and intuitions to influence moral
decision making and ethical reasoning

* Slow down and seek discourse partners — trusted, wise
colleagues — respected for their open-mindedness,
prudence, judgment, practical wisdom and engage
System 2 analysis

e So that a variety of conflicting values and/or intuitions
can be triggered, options can be identified, and then
systematically and deliberatively interrogated via
System 2 thinking.



“The Strategy”

Listen to your gut & pay attention to your body
ldentify the dilemma as clearly as possible
Gather the facts

Brainstorm all your possible options.
— Moral imagination

— Eliminate regrets

— Analyze assumptions

Begin the process of interrogating the optionso
clarify the values and priorities that are implicated
by your potential options.

— Systematic, reflective, and imaginative process of
deliberation




Interrogating the Options

e Who are all the stakeholders that will be
impacted by this option and how will they be
impacted? What are the foreseeable
consequences for people, profits, and the

planet? What duties or responsibilities do | owe
to these stakeholders?

e Does this option result in the least amount of
narm? Does this option allocate
oenefits/burdens most fairly?




Interrogating the Options

 Would | prefer this option if | were the one
adversely impacted by it?

 What type of person would | become if | chose this
option often? Will | be integrated? Will | be able to
look myself in the mirror and sleep well at night?

 Are human rights implicated by my decision to
pursue this or that option? Professional
rules? Corporate or organizational codes of
conduct? U.S. or international laws?



Interrogating the Options

* Could | defend my decision to pursue this
option before shareholders, the Board of
Directors, my peers and fellow co-workers, or
my family?

e How would it look if this situation and my final
decision to pursue this particular option were

comp
front

etely transparent and described on the

nage of the Wall Street Journal



A Strategy for Ethical Decision-making

Following this process of ethical deliberation, all
that remains is to select the option that emerges
as the best option at that moment for resolving
the ethical dilemma, and then carefully
implement your decision.

After-action review:

What can you do to have more support next time?
What can you do to change the organization?
What can you do to change the larger profession/society?



Conclusion

More consistent ethical action flows from
greater awareness of:

— Our personal values/commitments

— Our environment, i.e. the pot of water we
inhabit & areas of potential conflict

— Differences in ethical orientations/priorities
— Influence of emotion/gut feelings (System 1)

— Deliberate application of System 2 moral
reasoning and rational analysis, i.e., the

Strategy
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What is your rope tied to?




Or, don’t be the frog.




Thank you, thank you, thank you for
your attention and active participation.

Please contact me for additional coaching or
consulting if | can be of help in any way to you or your
organization.

joshperr@indiana.edu or 812-272-8822



