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Value priorities can stem from many sources.
consequences of alternative choices, and a
orities we bring to an ethical dilemma.
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The WH Framework for Busins

A useful set of ethical guidelines requires
sions must meet the following primary criteria (Exhibit 2-2):

The WH Process of Ethical
Decision Making

1. W—WHO (Stakeholders):
Customers
Owners or investors
Management
Employees
Community
Future generations

2. H—HOW (Guidelines):
Public disclosure
Universalization
Golden rule

ing stakeholders:

2. Employees.

18

Dole’s behavior. To be fair is not to condon
purposes of all the relevant players in the ethical flashpoint.

The decisions affect particular g
the firm. The pertinent question |

* The decisions must meet the st
ior. Managers need a doable
decisions.

The stakeholders of a firm are the man
decisions. Any given managerial decisi
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The government considers children extra vulnerable and
impressionable and thus in need‘ of even more PrOte_ctf i
than the average consumer. Swedish laws ban al] televisiop
advertising targeting children below the age of 12. The ban
includes not only toy advertisements but also commercia]g
for foods high in fat and sugar, such as sweet§ and fast
food. Advertisements for such product§ can be aired if the
targets of the advertisements are not chlldr'en. _For example,
commercials for toys, sweets, and foods high in fat may be
aired if they are designed to attract gnd inform adults g
opposed to children. What may surprise many .Americgms
is that almost 90 percent of Swedish advertising profes-
sionals are in favor of the ban on advertising to children
because they recognize that such advertising is misleading
since children do not understand the commercial nature
and purpose of advertising.

Tradition, family, culture, reasoning about the
sense of duty or obligation can all fuel the value pri-

values derive from religious teachings. For example. Cath-

the moral quality of a society depends on how it Geats its most
vulnerable members. Similarly, the United Methodist Church in its 2009201 2
Lo support the poor and challenge the rich.”
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the recognition that managerial deci-

roups of stakeholders in the operations of
S, thus, Whom would this decision affect?

andards of action-oriented business behay-
set of guidelines for how to make ethical

Yy groups of people affected by the firm's
on affects, in varying degrees, the follow-

1. Owners or shareholders.
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The WorldCom Accounting Scandal

worldCom Inc. was a telecommunications company that
began operating in the state of Mississippi in the 1980s.
In 1989, WorldCom became a publicly traded corpora-
tion; that is, it began selling shares of its company to
investors.

In the 1990s, WorldCom became the second largest
U.S. long-distance telephone service carrier. In addi-
tion, it was a leading operator of Internet services and
placed forty-second among the Fortune 500 companies
in 2001.

As the 1990s came to an end, the telecommunications
was expanding and becoming more competitive. Numerous
telecommunications companies entered the long-distance
communications market, including the local telephone com-
panies and the Regional Bell Operating Companies, and
many companies entered the market for Internet services.

Eventually, the supply of telecommunications services
outgrew the demand for those services, and the industry
experienced a recession—that is, a drop in economic activ-
ity. WorldCom'’s revenue began to fall.

During this time, WorldCom used fraudulent account-
ing methods that allowed it to overstate its financial status
to its shareholders. Specifically. CEO Bernard Ebbers pre-
sented a false picture of WorldCort's net worth, inform-
ing the Board of Directors of World m thet the ¢
would continue growing wvigoro ..
knew that his projections were ooimeiz oot o L
Com’s declining position.

One reason for boosting t'« (5 TR g SN
Com is to increase sharcholaer conf L0 o vl
the Jogic behind Ebbers’s frauduici ¢ soonpeg tlmanls
was that if he could deceive <herciivdurs Lic Leirning

emoany

Howevey mbbers

Customers.
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4. Management.

5. The general community where the firm operates.
6.

Future generations.

that WorldCom was growing, shareholders would continue
to inject money into the company.

The fraud at WorldCom was propagated not just by
Ebbers but also by several other officials at WorldCom,
including CFO Scott Sullivan and WorldCom’s comptrol-
ler, David Myers. Both of these individuals aided in secretly
making entries of hundreds of millions of dollars into World-
Com’s accounting report without any basis for such entries.

The fraud committed by the executive officials at
WorldCom resulted in overstating the company’s income
by $11 billion.

In 2005, Ebbers was found guilty in federal court
of fraud and received a sentence of twenty-five years in
prison. Scott Sullivan received five years in prison, plead-
ing guilty to fraud, conspiracy, and making false financial
statements. David Myers received a sentence of one year
and one day in prison.

As a result of the accounting fraud that occurred in the
early 2000s, WorldCom was forced to declare bankruptcy.
When this occurred, thousands of workers at WorldCom
lost their jobs, and shareholders lost billions of dollars as
the worth of WorldCom plummeted.

WorldCom not only affected its workers and sharehold-
ers but the entire telecommunications industry. Specifi-
cally, competing telecommunications companies that had
once trusted WorldCom’s false accounting reports now
realized that they had been duped into relying on false data
when making business decisions.

Sources: Dennis R. Feresford, Nicholas deB. Katzenbach, and C. B. Rogers,
‘Report of Investigauon by the Special [nvestigative Committee of the Board of

Directors of Worldeom, Ine” (March 21, 2003), available at http://news.findlaw
com/hdocs/does/worldeony/bdspeomm60903rpt.pdf

Jennifer Bayot and Roben Farzad, “Ex-WorldCom Officer Sentenced to 5 Years
in Accounting.” August 12, 2005, avaitable at http:/www.nytimes.com/2005/08/12/
husiness/ 1 2wortdeom. wmi?pagewanted =all&_r=0

Managers should make sure they consider all relevant stakeholders when they engage in ethical

reasoning.

Study the following Business Ethics Flashpoint. First,

identify the stakeholders directly

affected by the behavior of WorldCom and then tackle the harder task of idemif)./ing the many
stakeholders who are in the background, perhaps, but were nevertheless affected immensely by

WorldCom'’s actions.

Here is another practi :
a dilemma and the stakeholders affected by the dilemma.

ce exercise to get you into the habit of looking for the values involved in
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The Dofasco Steel Company's Approach

to Workers

Dofasco is the second-largest steel prod
sells a wide range of steel products. Int
experienced shrinking profits and deci
approach to business.

One of the ways that Dofasco changed was in jts approach
to its workers. Specifically, Dofasco attempted to implement
a philosophy taking into account the whole person at work.
In other words, this approach sought to include wellness a8
an important characteristic of the employee experience.

In line with this new philosophy, the Dofasco manage-
ment claimed it would abide by the following policy state-
ment issued in its 1996 guides of the company’s health,
safety, and lifestyle activities: “At Dofasco, there i nothing
more important than the health and safety of our people.”

Consistent with this policy statement, Dofasco provided
training for employees in problem solving, manufacturing
processes, and customer service. Dofasco also built on its
tradition of providing its workers with ergonomic and fit-
ness resources as well as preventive medical services.

Yet another way that Dofasco sought to focus its enct-
yee needs was by encouraging healthy life-
althy lifestyle at work would

be achieved by preventing workplace accidents and main-
taining a safe environment. In addition, Dofasco assessed

employee needs in response to worker suggestions.
Dofasco believes that its focus on a safe and healthy

workplace has improved its business. Specifically, the
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Universalization Test

universalization test
The ethical guideline that
urges us to consider,
before we act, what

the world would be like
if everyone acted in

this way.

ing the universalization test caus

“other’—the stakeholders whom our actions affect. Before we act, L
us to consider what the world would be like if our decision were copied by everyone else. Apply-
es us to wonder aloud: “Is what I am about to do the kind of action

how that community

A third general guideline shares with the other two a focus on the

he universalization test asks

that, zf others followed my example, makes the world a better place for me and those I love””
This chapter concl.ud.es with two Business Ethics Flashpoint examples. For the first One. trv to
word what the firm did in terms of the ethical guidelines. Did its behavior show potential c’on);is-

tency with all three of the guidelines?

As you study this next Business Ethics Flashpoi i

§ pouSly . ' point, start by asking yourself wha are i

conflict in this bUSI'l‘lCSS scenario. After you have established which vyalues are in ival'ues otk

thr?ugh both steps in the WH process for making ethical business decisions ersion. work

n i k :

o f::;n:l;ri busn?sss managers can apply the WH approach to most ethical dilemmas. Th
' provides a practical process suited to the frequently compl i o :

that business managers must address guickly in today’s society. b bl illaioms
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