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3.3 Developing a Workplace Culture of Ethical Excellence and Accountability

Successful entrepreneurs understand that the workplace of 2020 is quite different from that of
2000, just twenty years ago. As the heading to this section suggests, progressive entrepreneurs
want to create a workplace culture of ethical excellence. However, doing that means
understanding a changing workforce, both in terms of demographics and values. Millennials,
born between 1983 and 1995, now outnumber baby boomers in the workforce, and by 2025, will
compose three-quarters of all workers on a global basis.2? Entrepreneurs and managers who are
in a position to hire and supervise millennial workers must adjust to the differing expectations
and demands of a mid-twenty-first century workplace. This is especially true with regard to
CSR/ethics. What matters most to millennials, according to a recent New York Times article, is
that work aligns with their values.3!

Approximately 60 percent of millennial workers would agree to work for 15 percent less money
just for the chance to work for a company whose business values parallel their personal values. It
turns out that millennials don’t just want a job, they want a job that matters—one in which they
can do rewarding work that achieves a worthwhile outcome. In other words, they want the work
they do to mean something. Furthermore, according to an article in the Texas Bar Journal by
career coach and consultant Martha Newman, millennial workers place a high value on
workplace policies that promote open communication, collaboration, and participation in short-
and long-term decision making with their employer.22 Newman also says that millennials expect
a degree of work-life balance; career isn’t all that matters in their life.

What this means for entrepreneurs who manage employees is that they must adjust. For example,
an owner can create a workplace in which there is a culture ensuring that people matter as much
as money, where there is work-life balance with things like flexible scheduling, and where good
work is recognized and rewarded. There’s an adage that says, “People don’t quit their job, they
quit their bosses.” If you don’t want a very high turnover rate among your workforce, be the kind
of boss that millennials want to work for and with.

Entrepreneurial Culture

A fairly common characteristic of successful startups is charismatic, driven founders with
competitive mentalities. After all, it takes a thick skin and powerful ego to get through the
inevitable disappointments that confront a startup leader. Often, however, companies discover
that a different leadership ethos is necessary as they grow. Could entrepreneurs still succeed if
they also embraced a humanistic leadership style at the outset, or would this invariably
undermine the already low initial odds of success? It is a difficult problem with which many
firms wrestle. Dedicated employees may be put off by demanding leaders who are harsh, giving
little back to loyal workers even after achieving success. New employees may decide the
working climate is less congenial than they anticipated and simply leave.

One question an ethical entrepreneur should ask is this: Do my employees feel like they can
speak freely? In reality, at many companies, according to SHRM (Society for Human Resource
Management), human resources departments often find it difficult to get employees to complete
employee workplace climate (satisfaction) surveys.2* Workers often believe that if management
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really wants to find out who said what, they easily could, although the surveys are supposed to
be anonymous. The difference between ethical and unethical entrepreneurial management is
whether they want to find out. Whether it involves small, mid-size, or large companies,
management should encourage employees to speak out, whether as an anonymous whistleblower
or in person to their supervisor. Absence of this type of encouragement often allows unethical
business practices to flourish, such as was seen in the Wells Fargo case example.

LINK TO LEARNING

Although no single set of traits identifies the ideal startup leader, a demanding, driven nature is a
fairly common characteristic. Consider these brief profiles of entrepreneurs: first, a profile on
Walt Disney and then video showing a contrasting view from Kerrie Laird at Vodafone.

After watching the videos, consider this thought experiment: Suppose the cult of the
charismatic—but dogmatic—entrepreneurial leader such as Walt Disney or Steve Jobs were
replaced by one steeped in a commitment to employee empowerment that Kerrie Laird claims
for Vodafone? Could this change the culture at startups? If it could, do you believe that change
would be for the better or worse?

These observations identify what may be unique to entrepreneurial culture. This is a combination
of personality and management style often identified with those business leaders who strike out
on their own, bring a startup to life, and shape its initial business practices and culture on the job.
If the enterprise is successful, the principles and philosophy of the founder become enshrined in
the lore of the company, so that long after their departure, succeeding leaders find themselves
beholden to the management philosophy exemplified from the early days of the firm. As you
seek the right leadership style to implement in your entrepreneurial plans, begin by asking
precisely what kind of leader you would prefer to work for if you were not the boss. The answer
you provide may very well be the best model to follow as you develop your own leadership
personality.

The first employees of a startup realize what is at stake as the company tiptoes into new
entrepreneurial waters. The founder may be the boss, but their associates sense a collaborative
spirit that directly joins them to the founder as well as to each other. There can be a genuine
camaraderie among those who have been with the firm since day one or shortly thereafter.
Founding members of an entrepreneurial business are also often willing to undergo the strains
and rigors attached to a startup in return for an ownership stake in the company that allows them
to profit handsomely from its later growth and success.

Newer staff, however, may not share this mindset. They may simply be seeking a secure position
with a growing business rather than a chance to get in on the ground floor of a risky startup.
They will not necessarily have the tolerance for the demanding hours, chaos, and abrasive
personalities that can characterize the early days of an enterprise. Can entrepreneurial founders
shape a company’s culture so that it can accommodate talented employees who are looking for a
corporate culture that supports some work-life balance?

Consider also the ethical practices of an entrepreneur and the ethical expectations of employees.
Suppose that one of the distinguishing features woven into the fabric of the startup is the respect
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extended to customers or clients. An entrepreneur typically promises always to hold customers
in the highest regard, never lie to them, and serve them well. Furthermore, suppose this
entrepreneur successfully instills this same ethos among all employees from the outset. Respect
for customers is intended to become a distinguishing feature of the business; even if it causes
monetary loss to the company, this entrepreneur will neither cheat a client nor misrepresent the
company’s services. Finally, presume that this ethos is embedded into the culture of the
company while it is still in startup mode.

Now suppose the company becomes successful. This may signal the hardest time of all for the
entrepreneur. Growth often accompanies success, and growth means, among other things, more
employees. Not all these new hires will be as committed to the same degree of responsibility for
customers. They will not necessarily set out to cheat clients, but they might lack the founder’s
enthusiasm for the most honorable treatment of customers. How can an entrepreneur ensure that
the initial commitment carries over to the second generation of leadership? He or she cannot
simply order it to happen—human nature usually does not respond so easily. So entrepreneurs
must do their best to ensure that their version of customer service, one that prioritizes respect for
clients, is passed along to new employees. It may be ingrained in the longest-serving employees,
but it must be nurtured to the point where it has the same significance for the newest hires.

As a leader, you need to plan and follow-up to ensure your organization follows the values and
ethical principles you uphold. This planning process goes beyond taking a few simple actions
such as hiring the right people, providing consequences, or setting expectations. It goes beyond
communicating a few niceties and encouraging sound bites such as establishing trust and
working with uncompromising integrity. It needs more than the application of a few popular
concepts and slogans such as CSR, conscious capitalism, or servant leadership. It also needs
more than the effective communication of a few success criteria and expectations.

There are effective techniques that can support the infusion of ethical principle into the daily
work life of employees. Sometimes known as anchoring strategies, ethical values can become
part of the business culture through the implementation of employee training, and
reward/recognition programs. The Society for Human Resource Management (SHRM) website
has a toolkit for entrepreneurs and managers that provides useful ideas on infusion and
anchoring strategies.

LINK TO LEARNING

View the toolkit for understanding and developing organizational culture to learn more.

While the use of popular management approaches can be successful, they can be inadequate to
stop unethical behavior. Instead, you need a plan to nurture and develop a culture where ethical
qualities and capabilities such as truthfulness, justice, responsibility, and compassion are
developed and internalized as a moral compass. It also demands that these qualities and
capabilities are infused into the fabric of organization, adhered to habitually, and are integrated
into the organization’s daily operations.
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Proactive versus Reactive Approaches

Creation of an ethical workplace environment has both reactive and proactive components. The
reactive side enables an entrepreneur to identify and address reckless behavior, irresponsible
actions, and ethical deviations as they occur. However, there may be times that a reactive
approach, which can be heavy-handed, may not be the best approach for addressing ethical
deviations.

In contrast, a proactive approach to developing an ethical workplace strives to prevent reckless
behavior, irresponsible actions, and ethical deviations by establishing and nurturing a culture of
ethics, responsibility, and compliance. It also demands that you establish a workplace
environment of ethics where every member of the organization is able to proactively develop,
internalize, and apply a moral compass. This approach serves to operationalize popular—but
often silent or nebulous—concepts such as truthfulness, fairness, trust, integrity, commitment,
innovation, and excellence, leading to a sustained competitive advantage.

Developing the Foundation and Framework of an Ethically Responsible

Organization

An entrepreneur must build a foundation for developing an organization grounded in ethics and
responsibility. Foundational building blocks enable an entrepreneur to systematically add the
greatest value to society, and to do so responsibly. Additionally, for entrepreneurs modifying
their businesses or taking over new ventures, building a foundation of ethical conduct should
neither disrupt normal business operations nor add significant overhead, since the main concepts
are infused into the fabric of the organization.

To develop an organization’s foundation for ethics and a framework for management, an
entrepreneur needs to incorporate three essential ethical qualities—trust, fairness, and
excellence—into the organization’s core values (see Figure 3.6). Additional ethical qualities,
dependent on the enterprise’s specific goals, might include responsibility, commitment,
compassion, and so on. The entrepreneur should infuse these qualities into all aspects of
organizational governance and daily operations, and track these values to ensure they are being
integrated into planning, and are met and enforced by all business units.2%2%22 The application
and implementation of these three core qualities will begin to shape the framework and establish
a foundation of ethics and responsibility.

Figure 3.6 illustrates and approach to building a foundation for ethics-based behaviors,
principles, and effective collaboration.
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Figure 3.6 Ethical entrepreneurs/managers have these foundational qualities. (attrlbutlon
Copyright Rice University, OpenStax, under CC BY 4.0 license)

Second, the organization should consider what ethical principles it wants to prioritize. Examples
of ethical principles might include:

e Service and advancement of society

e Collaborative excellence

e Gender equity

e Elimination of prejudices

Once the framework and foundation for an ethical and high-performing organization has been
established, other qualities and principles can easily be integrated as needed to further strengthen
this framework, differentiate the organization, and develop a sustained competitive advantage. It
also enables leadership to align other aspects of organizational governance with ethics and
responsibility. For example, if leadership wants to leverage the power of diversity to develop a
sustained competitive advantage, they would adopt the principles of equality of sexes, the
elimination of prejudices, and the principle of oneness of humanity. If leadership wants to
develop and use teamwork and collaboration as a strategic competitive advantage, they would
integrate the behaviors and principles for collaborative excellence and working cohesively as
one.

The framework and foundation of ethics and responsibility will enable the entrepreneur to
consistently manage the needed qualities and principles for success in all aspects of daily
operations. These aspects include research and development, engineering, manufacturing, sales,
marketing, planning, decision-making, problem solving, conflict management, and other aspects
of organizational governance. To demonstrate what this means in practice, the leadership of each
of functional area could serve as role models, raise awareness, and encourage individuals to
internalize a line of ethical reasoning, asking questions such as, “Is my decision right or wrong
(good or bad)?” “Am I dealing with factual information or is conjecture?”” “What is the
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consequence of my action?” “Is my decision fair and equitable?” “Did I give the individual what
they are due?” “Would I want to be treated this way?” “Will this action help me achieve the best
results for the collective?” This mindset, line of reasoning, and congruence between individual
and organizational ethics is often lacking, which leads to ethical deviations. Establishing the
foundation outlined here enables each member of the organization to exercise sound moral
judgment, develop ethical capabilities, and internalize a moral compass. It also allows employees
to be aligned with the company’s grander purpose, vision, mission, and values that then
translates into actions.

Develop a Grander Purpose

Once the entrepreneur has designed and configured the organization to develop a sustained
competitive advantage in a responsible manner, they need to develop a higher vision or a grander
purpose for the organization. This grander purpose is not the same as a mission or vision
(although they may overlap). It is not financially motivated, it is not product/service centric, and
it is not shareholder driven. Instead, the grander purpose defines and highlights the reasoning for
a firm’s long-term existence and success; it provides guidance and direction during decision-
making, problem solving, and conflict resolution; it provides the motivation for individuals to
achieve excellence and the sense of urgency for social change; and it enables individuals to be
part of a larger cause. For example, the integration of the right grander purpose into the
operations of an organization could have prevented the manufacturing of toys made with lead-
based paint or the poisoning of the Flint, Michigan, water supply. The grander purpose provides
a mechanism to help individuals calibrate their day-to-day activities against a more meaningful
and stable target.®3

Develop a Culture of Collaborative Excellence

The establishment of a framework and foundation for ethical behavior opens up the organization
for effective and meaningful teamwork and collaboration. Many existing approaches to
collaboration, while demonstrating successes and benefits, also are sometimes inadequate in
addressing complex group interactions dealing with mistrust, competition, politics, and
ideological differences. A successful culture of collaboration should convince individuals to find
the best ideas, leverage diversity, grow new solutions, gain wholehearted support, develop
champions of change, nurture a safe environment, and encourage people to express all ideas.

An effective process for encouraging collaboration takes time to build; however, it’s worth it
because it will provide the inspiration and motivation needed to accomplish tasks and exceed
expectations. The organization should also have consequences in place for ineffective
collaboration, which may be evidenced in gossip, backstabbing, self-centered behavior, and
biases or prejudices. Such consequences could include probation plans and one-on-one meetings
that work to determine the root cause and identify steps forward.

Creativity is also key for a team to think differently. There must be freedom in the workplace for
creativity to blossom. When developing a culture of creativity, entrepreneurs should consider
these issue and challenges:

e How can we create a culture of creativity and innovation?
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e How can we encourage the members of the organization to collaborate and leverage each
other’s creativity?
e How can we reward and recognize people for their creativity?

Human Resources Development
A human resources development plan enables a company to continually grow its intellectual
resources, enables individuals to develop ethical capabilities, strengthens individual creativity
and organizational innovation, provides a steady stream of capable human resources for its
leadership pipelines, and enables the firm to leverage and harvest those human resources to
advance society in a responsible manner. This is achieved by providing a new employee
assessment process where every member of the organization is given the needed opportunities
and 1s expected to collaborate with their superior(s) to own and manage their lifelong
development plan (LDP). At a minimum, an LDP should:

e Include short-term and long-term career goals and objectives

o Help identify, continually develop, and leverage individual strengths

o Enable individuals to identify and measurably close gaps in deliverables, behavior, and

professional improvement
e Clarify major deliverables and success indicators

In sum, an LDP becomes the primary instrument to assist individuals to achieve excellence by
raising performance, closing gaps in assessment, and aligning the individual with the grander
purpose, vision, mission, goals, needs, and objectives.

WORKIT OUT

Growing Collaboration and Creativity
Entrepreneurs are entrusted with the growth and development of their people. This growth and
development should not be stopped, delayed, or marginalized in any shape or form. Instead, an
entrepreneur needs to learn how to use the available resources to systematically train, develop,
and deliver a steady stream of responsible individuals who are able to grow within the company
as well as grow the company. List three strategies an entrepreneur could use to achieve the
following major objectives:
1. Develop the best, the brightest, and most creative and motivated people who have a
strong sense of right and wrong
2. Develop individuals who have a strong sense of ownership, responsibility, and
commitment to achieve and sustain a competitive edge
3. Leverage these intellectual forces and the synergy within the organization to generate the
greatest value and wealth for all stakeholders.

Develop Ethical and Responsible Leadership/Management

Significant research shows that the culture of the organization is mostly shaped by its leadership
values—by how leaders develop the bonds of trust, by how they motivate their people, by their
responsible decisions and actions, and by how they empower, delegate, and monitor tasks. A
recent Harvard Business Review article, by a group of professors and entrepreneurs, synthesized
the research of experts including Edgar Schein, Shalom Schwartz, Geert Hofstede, and other
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leading scholars on this topic.2¢ The article indicates that the attributes of a business’s leaders
define that organization’s culture. A business’s culture is essentially defined as the social order
within an organization that helps shape attitudes and behaviors—delineating what type of
behavior is encouraged and/or discouraged.

While it is possible for a company to hire individuals who possess these attributes, the
organization should have a plan in place to systematically train and develop responsible leaders.
At minimum, this should include the development and management of a leadership pipeline, the
nurturing of ethical and intellectual capabilities, and rewards and consequences that enable a
leader to develop and internalize a moral compass.

WHAT CAN YOU DO?

Entrepreneurs Must Not Just Talk the Talk but Walk the Walk

As both a leader and an entrepreneur, you need to have a good understanding of ethics and
responsibility, and be able to apply the major tenets of concepts such as CSR. To build and
maintain trust, it is important that these concepts not start and end with mere empty words and
gestures. Rather, entrepreneurs need to exemplify and model these concepts, and apply them
through meaningful, consistent, and timely actions. In sum, an entrepreneur needs to live the
values they wish to see in others. They need to become the embodiments of trust, respect,
responsibility, commitment, and other key qualities. These core values need to be infused into
the fabric of the organization.

Entrepreneurs have been placed in a position of power and responsibility. They need to use their
position, power, social standing, and the synergy of the vast financial and intellectual resources
at their disposal to move and shake the world in a meaningful way. For example, imagine for a
moment using the resources of companies such as Apple, Google, Microsoft, Amazon, and
Facebook, whose combined worth is estimated to be close to $2.2 trillion, to address complex
and difficult global issues dealing with education, poverty, hunger, and other chronic problems.

Develop Internal/External Organizational Alignment and Cohesion

Key to ethical organizational success is the alignment and cohesion between individuals, groups,
and the enterprise as a whole. This alignment starts with the development of a grander

purpose that enables the entrepreneur and the organization to serve, add value, and advance the
society in which it operates. It ensures individuals and units within the company understand the
grander purpose, mission, vision, and the goals and objectives of the company, and it provides
each member or the organization the opportunity to serve and fit into that grander purpose,
mission, and vision. It is further strengthened by asking individuals to achieve excellence in their
own right instead of competing with each other. It sets clear expectations about how people are
to treat and deal with each other to deliver results. It deals with the alignment of corporate values
with the espoused values, and the alignment between what leadership says and does. When
combined, these and other alignments can enable individuals and groups to stay on track and
reach the company’s goals efficiently.

3.3 Developing a Workplace Culture of Ethical Excellence and Accountability is an excerpt from
Entrepreneurship using the Creative Common License. This reproduction was not changed. Access for
free at https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-
ethical-excellence-and-accountability


https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-ethical-excellence-and-accountability#fs-idm418054032

Laverty, M., & Littel, C. (2020, January 16). Entrepreneurship. OpenStax.
https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-ethical-
excellence-and-accountability

ENTREPRENEUR IN ACTION

Unilever “Enhancing Livelihoods” through Project Shakti
According to management guru Peter Drucker, whose ideas significantly contributed to the
foundations of thought about the workings of the modern business corporation, workers “need to
know the organization’s mission and to believe in it.” How do organizations ensure this
commitment? By satisfying workers’ values.?Z A program undertaken by Unilever, the Dutch-
British multinational company co-headquartered in Rotterdam and London, illustrates the kind
of values-oriented corporate endeavor Drucker describes. Project Shakti is a Unilever CSR
initiative in India that links CSR with financial opportunities for local women.8 It is considered
a leading example of micro-entrepreneurship, and it expands the concept of sustainability to
include not only environmental issues but also economic opportunities and financial networking
in underdeveloped areas.
The goal, according to Unilever, is to give rural Shakti women the ability to earn money for
themselves and their families as micro-entrepreneurs. Unilever’s subsidiary in India, Hindustan
Lever, has started training programs for thousands of women in small towns and villages across
India to help them understand how to run their own small sole proprietorships as distributors of
the company’s products. With support from a team of rural sales managers, women who had
been unable to support themselves are now becoming empowered by learning how a supply
chain works, what products Hindustan Lever produces, and how to distribute them. The sales
managers also act in a consulting capacity to help with business basics, money management,
negotiations, and related skills that help the women run their businesses effectively.
Project Shakti has enlisted more than 100,000 rural participants, which includes about 75,000
women. The project has changed their lives in ways that are profound, and not only because of
the income earned. The women now have increased self-esteem based on a sense of
empowerment, and they finally feel they have a place in Indian society. According to the
Unilever Sustainable Living Plan, Project Shakti is one of the best and most sustainable ways the
company can address women’s social concerns. It allows Unilever to conduct business in a
socially responsible manner, helping women help themselves while extending the reach of its
products.

e Do you believe Unilever sponsors the Shakti program to help women, boost its own

profits, or both? Explain your answer.
e How is this program an example of both corporate and personal sustainability?

Develop a Culture of Creativity and Innovation

The next building block is developing a culture of creativity and innovation. This means going
beyond a spark of creativity from select individuals or business units, and instead nurturing a
culture where every member of the organization is continually creative and the organization is
innovative. This also means providing the means and opportunities for individuals to be
engaged, creative, and contributing members on a full-time basis. What makes this possible
results from the prior building blocks. Innovation requires good leadership and management; a
meaningful and effective process for teamwork and collaboration; a culture of learning and
improvement; a consistent and measurable process to encourage, recognize, compensate, and
track innovation; and company-wide focus on the training and development of the sense of
creativity.®2
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Develop a Culture of Delivering Responsible Results

Measurable results compose the final building block of a framework for ethics and
responsibility. This involves developing systems and indicators that will demonstrate how your
business is achieving ethical standards and progressively improving as it adds value to society.
While the details of which indicators to select is left up to the discretion of the entrepreneur, this
building block defines success in terms of ten dimensions of business excellence, shown

in Figure 3.7.

Product
or
Service

Finance

Innovation Stakeholder

EXCELLENCE
FACTORS

Alignment Individual

Operations Leadership

Societal

Figure 3.7 Delivering responsible results involves multiple considerations. (attribution:
Copyright Rice University, OpenStax, under CC BY 4.0 license)

Figure 3.7 serves as an easy-to-understand guide for entrepreneurs seeking to create a culture of
excellence. Focusing on these ten dimensions can help a business achieve excellence, from
which a company may derive multiple benefits. Examples of reasons why a company strives to
achieve excellence include strengthening alignment between company values and those of
stakeholders, balancing goals versus measures of success, clarifying strategic focus versus
operational concerns, selecting areas within the company wherein improvement is needed, and
shifting from a preoccupation with daily activities and processes to focus on outcomes.
Companies seek excellence with regard to internal and external outcomes, both of which are
important. Thus, whether examining internal aspects such as finance and operations, or external
aspects such as product quality and customer service, each of these ten areas is an ingredient of
company excellence.

Creating an Ethical and Responsible Workplace Environment
A safe, healthy, and productive workplace is an environment in which an individual has a high
level of trust and confidence that if they give their best, they will see a number of results and be
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afforded a number of things in exchange for their hard work. This concept resembles an
employer-employee contract. This contract includes the following employee expectations:

1. They are treated with the respect, dignity, and courtesy they deserve as a human being.
They are given the needed support, equal opportunities, and resources to excel.
They are given what they deserve and what they are due in a fair and equitable way.
They are provided a safe, secure, and prejudice-free work environment.
They are not pushed, pressured, or expected to behave irresponsibly.

kv

This type of workplace environment enables individuals to continually grow and develop to their
full potential and then leverage that potential to add value to their own lives, careers, and society.
This type of environment is one in which individuals are not afraid to speak their mind; they feel
safe to discuss problems and concerns, and feel free to question and reject that which is wrong.

Prejudice

Prejudice is often thought of as a negative attitude and/or feeling toward an individual based
solely on one’s membership in a particular group. Prejudice is common against people who are
members of unfamiliar cultural groups. In employment, it can be the root cause of

unfair discrimination.2? One factor essential to the development of a safe and healthy work
environment is that it strives to be a place free of prejudice. This is an environment where
everyone is treated with the respect and dignity they deserve and are afforded equal
opportunities for growth, development, and advancement both within and outside of the
organization. For example, it is important to look at the merit or value of the work done by an
individual and the manner by which those results have been delivered. It is unethical to treat
people differently based on their race, gender, age, nationality, and other differentiating factors.
To develop trust and respect, everyone needs to be afforded the same opportunities.

Competition and Collaboration

Effectively managing a workforce includes a systematic approach to appraisal of employee
performance. A manager/entrepreneur must decide how to do this within their company. A
forced ranking system is one in which scoring employee performance is competitive and can pit
employees against each other instead of fostering a collaborative work environment. Some
employers have switched to a system that does not require forced rankings and attempts to
downplay the competitive nature of assessment, focusing instead on individual continuous
improvement. There is a legitimate difference of opinion on this issue. According to a Wall
Street Journal article by the accounting and consulting firm Deloitte,3! executives are split on
whether it is an effective practice. Jack Welch, former CEO at General Electric, was a proponent
of it, whereas others see it as counterproductive. Companies that have discontinued the process
include Microsoft and GE.

In an environment of collaborative excellence, individuals are encouraged to express their ideas
and viewpoints in an unfettered and respectful way, where the merit of each idea is weighed
against the merit of other ideas. In this environment, individuals are not reprimanded for being
creative, taking calculated and reasonable risks, or challenging management or leadership.
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WORK IT OUT

Anonymous Whistleblower Hotlines

Most large companies now have anonymous hotlines that employees may call to report ethical
violations. What are some other concrete and actionable ways you can develop a safe
environment where every member of your organization is able to question authority, point out a
wrong, and stop an unethical decision/action?

One example of a problem that can arise in an overly competitive environment or culture created
by an organization would be the faulty ignition switch scandal at GM. According to Valdes-
Depena, and Yellin,2 GM knew about this problem in 2001. However, it took the company over
twelve years, more than 100 deaths, and 30 million vehicles being recalled to finally admit that
there was a problem. In 2014, GM admitted that a faculty ignition switch may result in the
engine of a vehicle being shut down while in drive, resulting in accidents, severe injuries, or
death.33 If GM had developed an effective environment of collaboration, individuals from
leadership, management, sales, marketing, engineering, manufacturing, and human resources, as
well as major stakeholders, might have collaborated and prevented the ignition switch problem.

Diversity

Entrepreneurs need to appreciate, respect, and learn to effectively leverage the unique and
diverse qualities that each individual brings to the table. These qualities can be used to innovate,
make better decisions, solve complex problems/conflicts, move an organization cohesively in a
single direction, or rapidly change direction when needed. If used correctly, these differences
enable an entrepreneur to develop a sustained competitive advantage by looking at the different
thoughts, ideas, and viewpoints to make better and more informed decisions.

Diversity, in terms of a legal concept, deals with innate characteristics such as an individual’s
sex, color, race, national origin, religion, and age. It might also include educational background,
cultural background, socioeconomic background, and potentially even political affiliations.
However, diversity in terms of an ethical concept rather than purely a legal one also deals with a
number of not-so-obvious characteristics such as the diversity of behavior, thought-process,
comprehension, attitudes, temperaments, and learning styles. Combined, these differences can be
beneficial to a business organization and result in high-level performance by the workforce as a
whole.

Diversity may be an actual legal requirement depending upon what type of business an
entrepreneur enters. For example, if you plan on doing any government contracting work,
whether local, state, or federal, the chances are that your business will have to meet a diversity
standard. Many private companies also have diversity clauses in the supply chain contracts
related to supplier diversity initiatives.

WORKIT OUT

Building Diversity

For each of the following, identify two examples of a concrete action or activity an entrepreneur
could implement to achieve the stated goal.
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1. Introduce the concept of diversity and highlight the significance, the value, and the
benefits of a diverse work environment.
2. Set clear expectations for individuals to value diversity, the concept of unity in diversity,
and show how others can leverage the power of diversity to innovate.
3. Exemplify, role model, and live good ethical behavior that strengthens diversity such as
the elimination of prejudice of all kinds and expect others to do the same around you.
4. Ensure that you design the hiring process, including job descriptions, recruiting,
interview questions, and other related steps, with diversity in mind.
5. Provide training to educate people on the concept of prejudice, the different forms of
prejudices, and the negative aspects of prejudices.
6. Provide opportunities for building ethical capacities such as becoming truthful,
trustworthiness, and a just individual.
7. Provide consistent, meaningful, substantial, and timely consequences for prejudicial
behavior in organizations.

Gender Equality

As an entrepreneur, you need to recognize the significance, value, and impact of the principle of
equality of men and women on developing a sustained competitive advantage. Then you need to
incorporate this principle into the fabric of your organization. Aside from being the right thing to
do, one reason why this principle is so important is that close to one-half of the planet is female
(and has traditionally been marginalized in the business world).>*3 If you overlook this fact, you
will also be potentially overlooking one-half of the talent that can help you excel and develop a
sustained competitive advantage. In turn, this will result in a loss of trust and confidence. A
second and more important reason would be that any deviation from this principle goes against
the whole concept of ethics and responsibility. Moreover, this principle will help your
organization attract the best and brightest employees.

The principle of gender equality does not deny differences between men and women. This
principle primarily asks that we give each member of society fair and equal opportunities for
growth, development, and advancement. It also recognizes that women have been historically
marginalized or excluded from the business world. This claim holds true today and is applicable
to even to the most advanced countries in the world (e.g., the discrepancy of pay between
women and men in Western societies). Therefore, women need to be afforded the same
opportunities for education, rewards, recognitions, and promotions as men.

Trust and Ethical Accountability

Finally, the development of safe environments also deals with an environment where individuals
are able to develop unbreakable bonds of trust, where they don’t feel they have to constantly
watch their backs, where individuals are free to point out misconduct without being
reprimanded, and where individuals feel they will be given what they are due or deserve. This
dimension of the development of a safe work environment deals with making sure individuals
feel they are being treated in a fair and equitable manner and that their need for the development
of an ethical and moral work environment is being met.
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WORK IT OUT

Sherron Watkins and Enron
Enron is one of the most infamous examples of corporate fraud in US history. The scandal that
destroyed the company resulted in approximately $60 billion in lost shareholder value.
Sherron Watkins, an officer of the company, discovered the fraud and first went to her boss and
mentor, founder and chairperson Ken Lay, to report the suspected accounting and financial
irregularities. She was ignored more than once and eventually went to the press with her story.
Because she did not go directly to the SEC, Watkins received no whistleblower protection.
(The Sarbanes-Oxley Act was not passed until after the Enron scandal. In fact, it was Watkins’s
circumstance and Enron’s misdeeds that helped convince Congress to pass the law.2%)
Now a respected national speaker on the topic of ethics and employees’ responsibility, Watkins
talks about how an employee should handle such situations. “When you’re faced with something
that really matters, if you’re silent, you’re starting on the wrong path...go against the crowd if
need be,” she said in a speech to the National Character and Leadership Symposium (a seminar
to instill leadership and moral qualities in young men and women).
Watkins talks openly about the risk of being an honest employee, something employees should
consider when evaluating what they owe their company, the public, and themselves. “I will
never have a job in corporate America again. The minute you speak truth to power and you’re
not heard, your career is never the same again.”
Enron’s corporate leaders dealt with the looming crisis by a combination of blaming others and
leaving their employees to fend for themselves. According to Watkins, “Within two weeks of me
finding this fraud, [Enron president] Jeff Skilling quit. We did feel like we were on a battleship,
and things were not going well, and the captain had just taken a helicopter home. The fall of
2001 was just the bleakest time in my life, because everything I thought was secure was no
longer secure.”

o Did Watkins owe an ethical duty to Enron, to its shareholders, or to the investing public

to go public with her suspicions? Explain your answer.
e How big a price is it fair to ask a whistleblowing employee to pay?

Ideally, it is best that entrepreneurs exemplify good ethical behavior, expect their people to do
the same, and help the members of the organization develop a moral compass. However, it is
equally as important that business owners take action and put in place the right checks and
balances that verify that the organization’s people are complying with its policies and principles
of ethical behavior.

Organizations should set up systems that monitor compliance. In addition, you should develop a
leadership pipeline that ensures that individuals would be placed in the pipelines only if they
exhibit good ethical behavior, working with each business unit manager to ensure this is
happening. Individual assessments should clearly assess ethical behavior and provide rewards,
recognitions, and promotions for good ethical behavior, and consequences and training/solutions
for actions that do not meet company standards. You should provide meaningful, substantial, and
timely consequences for lack of acceptable behavior, such as removing an executive from a
leadership pipeline when it has been established that they will not govern responsibly.
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Importantly, members of the organization should not be intimidated to blindly follow or accept
the existing monitoring system without question. An entrepreneur needs to cultivate an
environment where they expect, support, and encourage every member of their organization to
be inquisitive, be creative, question authority, and search for the underlying truth in all matters.
It must be noted that questioning authority does not mean anything goes; it simply means that
employees are expected to think on their own. Accountability should be encouraged; it is both an
ethical and legal issue.

An example of a system of accountability that is appropriate for entrepreneurs is one proposed
by an article in the Harvard Business Review.>. A sound approach to accountability requires a
multistep process that includes establishing expectations, ensuring employees have the capability
to do it, measurement of results, feedback, and consequences for unethical behavior. In addition
to an ethical approach, remember that there are federal laws mandating accountability. The most
well-known of these is the Sarbanes-Oxley Act,* discussed elsewhere in this chapter, and other
chapters in this text. Also called the Corporate and Auditing Accountability, Responsibility, and
Transparency Act, the Sarbanes-Oxley Act requires publicly traded companies to have an
internal system of control that emphasizes transparency and accountability.

If You Make a Mistake
If you or your organization makes a mistake or misstep, you must decide how to address it. In
general, you are faced with the choice of paying now or paying a hundredfold later. A closer
look at the largest, most expensive, and most devastating corporate failures of our times shows
that these failures have resulted in the loss of life, property, and/or monumental environmental
disasters. For the most part, these corporate failures have been caused by one or more ethical
deviations on behalf of leadership. To combat these problems, entrepreneurs need to start by first
being responsible, accepting their failures, and admitting when they have made mistakes. This
admittance needs to be genuine, transparent, prompt, truthful, and authentic if they wish
stakeholders to accept and believe their remorse. Once that first step is taken, they need to take
immediate steps to proactively address the problems they have caused. Many leaders or
entrepreneurs have learned the hard way that they need to be open and transparent with their
stakeholders at the outset. Failure to rapidly admit mistakes can and has resulted in paying a very
steep price when exposed. The actions that an entrepreneur needs to take include:

1. Admitting their mistakes, failures, and shortcomings to all stakeholders
Effectively communicating the nature of the problem to major stakeholders
Informing the stakeholders of the impact, side effect, and causes of the problem
Taking necessary and immediate steps to address the issue and stop the bleeding
Conducting a thorough and unbiased root-cause analysis to identify the underlying cause
Addressing any people and systemic gaps that caused the problem in the first place
Putting in place measures that will prevent the repeat of the same mistakes

NownkAwDd

To summarize, the best approach is that you admit your mistakes and shortcomings, pay the
price, fix and uproot the problem, and systematically prevent the repeat of the same mistakes. A
few examples of corporate mistakes and shortcomings that were quickly addressed before
turning into severe problems would be the Tylenol poisoning and the customer accounts stolen at
Target. A few examples of a problem that were not handled correctly and resulted in multi-

3.3 Developing a Workplace Culture of Ethical Excellence and Accountability is an excerpt from
Entrepreneurship using the Creative Common License. This reproduction was not changed. Access for
free at https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-
ethical-excellence-and-accountability


https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-ethical-excellence-and-accountability#fs-idm401667360
https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-ethical-excellence-and-accountability#fs-idm400317744

Laverty, M., & Littel, C. (2020, January 16). Entrepreneurship. OpenStax.
https://openstax.org/books/entrepreneurship/pages/3-3-developing-a-workplace-culture-of-ethical-
excellence-and-accountability

billion-dollar problems are GM’s faulty ignition switch problem, Volkswagen’s emission control
fraud, and Wells Fargo’s account fraud.

ENTREPRENEUR IN ACTION

Taking the Ethical High Road

To go beyond a glowing commitment report, a shining website, or a few meaningless words in a
code-of-conduct on corporate responsibility, an entrepreneur needs to follow the rule of law, the
spirit of the law, and do the right thing at all times and under all circumstances. To achieve this,
entrepreneurs need to develop and internalize a moral compass that prevents them from doing
the wrong and unethical thing despite the consequences.

One classic example of doing the right thing which has been studied as a case study in business
schools is attributed to Johnson & Johnson (J&J). In 1982, J&J found out that someone had
tampered with and laced their Tylenol capsules with potassium cyanide.>® To address this
problem, safeguard their brand name, and prevent negative press, J&J removed all of their
Tylenol products from the shelves.
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