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ABSTRACT

This thesis studied the ethics programs, practices, and
policies of both Government and non-Government contractors.
The environment in which these programs, practices, and
policies have been developed is presented. Academic attitudes
are provided regarding the necessity for and effectiveness of
ethics legislation directed toward Government contractors.

The objective of this study was to identify both
similarities and differences between Government and non-
Government contractor ethics programs, practices, and
policies, and to determine whether or not unique legislation
directed toward Government contractors makes a difference in
the content of ethics policy documents. A survey was
developed and used for ranking and analysis of primary areas
of ethical interest to contractors.

The thesis concludes that the ethics policies of
Government and non-Government contractors are almost
identical. While rankings of the relative importance of
individual ethical concerns varies, the overall content of all
programs is tihe same. Further, academicians are in
disagreement as to the need for unique ethics standards and
legislation for Government contractors as opposed to non-
Government contractors. The thesis provides alternatives to

efforts to legislate the content of contractors’ ethics

progranms.
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I. INTRODUCTION

2. BACKGROUND

Congress has enacted many laws regarding the conduct of
Government contractors. This legislation imposes stricter
guidelines than that imposed on non-Government contractors
engaged in commercial enterprise. Recent criminal proceedings
such as those resulting from "ILL WIND", a probe into alleged
misconduct between the Government and contractor personnel,
and newsworthy reports of other questionable conduct by
Government contractors has brought to the forefront the issue
of "proper ethical business conduct." At issue are those
business practices which impact the moral business conduct of
corporate America. Because of the new emphasis on ethics,
Congress is considering additional legislation addressing
ethics. In addition, sentencing guidelines have been enacted
addressing crimes which irivolve unethical conduct. Experts in
management ethics have become more predominant in business as
corporations have requested assistance in their efforts to
improve the business conduct of corpcrate employees and
representatives.

Because of an increase in legislation addressing proper
business conduct, many corporations have developed internal
guidelines by which employees are expected to conduct business

relationships. These guidelines are based on the standards




which each company believes is necessary to maintain a certain
level of business integrity with the public, company
stockholders, customers, suppliers, employees, and
legislators.

As evidenced by proposed legislation by the Office of
Government Ethics, and discussed in the thesis, there is a
perception that special ethical standards need to be applied
to corporations doing business with the Government. The
researcher will examine the self-imposed ethical standards of
both Government and non-Government contractors to determine if
there are differences, which would imply the need for special
standards applying to the Government contractors. Similar
self-imposed ethical standards by the two groups may imply
that ethical problems arise out of lack of enforcement rather

than the content of ethics programs, practices, and policies.

B. OBJECTIVES

This thesis will present the environment in which
Government and non-Government contractors work and the efforts
of both groups to establish reasonable guidelines for ethical
business conduct. The ethics programs, practices, and
policies of both Government and non-Government contractors
will be examined as well as the attitudes of academicians
regarding the need for unique standards for Governnment

contractors.




C. RESBEARCH QUESTIONS
i. Primary
What differences exist between ethics programs,
practices, and policies of Government Contractors and non-
Government contractors?
2. B8econdary

a. What are the ethics programs and policies among
Government contractors?

b. What are the ethics programs and policies among non-
Government contractors?

c. What are the differences between Government and non-
Government contractors?

d. What are the similarities between Government and non-
Government contractors?

e. What do business acquisition educators say regarding
necessity and effectiveness of ethics legislation that
refers to Government contractors?

f. What recommendations can be made as to the necessity for
additional ethics legislation?

D. B8COPE, LIMITATIONS, AND ASS8UMPTIONS

This thesis will focus on the internal ethics programs,
practices, and policies of Government and non-Government
contractors. The study is limited to those documents provided
by the surveyed corporations. Some ethics issues may be
covered by documents not provided to the researcher and,
therefore, were not considered in the study. The researcher
will assume that all issues which the individual corporations

consider to be of ethical concern are covered within the

documents provided to the researcher.




The researcher assumes that the reader has a basic
knowledge of the political and social environment concerning
ethical conduct in business relationships. Ethics terminology
used by contractors describing areas which they consider to be

ethical issues are described in Chapter III.

E. METHODOLOGY

The methodology and study consisted of a comprehensive
literature review and survey. The literature review consisted
of professional journals and nevsletters pertaining to
acquisition and contract management, proposed procurement
integrity legislation, standards of conduct and ethics
dcecuments of Government and non-Government contractors, and
other publications of the Ethics Resource Center, the Center
for Advanced Purchasing Studies/National Association of
Purchasing Management, Incorporated, and the Josephson
Institute of Ethics.

The researcher surveyed selected academicians listed in
Contract Management (Ref. 1:pp. 28-30, 49-51] whose
institutions provide business degrees related to acquisition
or contracting in order to obtain opinions on the necessity
for and effectiveness of ethics legislation directed toward
Government contractors.

The researcher established contact with Staff Counsel Jane
ley of the Office of Government Ethics (Ref. 2) as well as Tim
Mazur of the Center for Applied Ethics [(Ref. 3] to determine
the status of legislation and sentencing guidelines.
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The focus of the research was on company ethics and
standards of conduct documents of Government and non-
Government contractors. An objective review was conducted o
forty-seven responses by contractors and thirteen responses by
academicians. The objective analysis involved a mathematical
scoring process., The subjective analysis provided the

supporting information on the objective analysis.

P. DEFINITIONS

The term ethics should be explained as it applies to
business decision making. "Proper" business conduct may be
referred to as ethical decision making. The most comprehen-
sive discussion of ethical decision making found by the
researcher follows:

One cannot solve all problems by resorting to a mechan-
istic formula, but one can be more effective by using a
decision-making process which systematically considers the
ethical principles involved in a decision. This tends to
prevent inadvertent unethical conduct and allows one to
choose consciously which values to advance.

Ethical decision making refers to a process of choosing
(i.e., principled reasoning) which delineates and
evaluates alternate courses of conduct in terms of the
list of ethical principles (honesty, integrity, promise-
keeping, fidelity, fairness, caring/respect for others,
accountability, etc.). It does not proceed on the
assumption that there is a single "right" answer to most
problems. To the contrary, it recognizes that though some
responses would be unethical, in most situat ons there are
a number of ethical ways of dealing with a situation.

In the "real world" there are many shades of gray, even in
routine decisions. Since most decisions have to be made
in the context of economic, professionzl and social
pressures--which compete with ethical goals and conceal or
confuse the moral issues--ethics is easier said than done.
The first task of ethical decision making is to
distinguish ethical from unethical responses; the second

5




is to choose the best response from the ethically
appropriate one. Although there may be several ethical
responses to a situation, all are not equal.

Making the distinctions necessary is much more difficult
and complex than is normally thought. Often, there are a
multitude of competing interests, and many values and
crucial facts are unknown or ambiguous. Since our actions
are likely to benefit some people or interests at the
expense of others, ethical decision makers attempt to
foresee and predict the likely consequences of their
actions. [Ref. 4:p. 2]

Clearly, it may be difficult if not impossible to
delineate what is or is not ethical and apply one’s definition
to every situsation, yet that appears to be the desire of those
individuals who wish to delineate by legislation "proper
ethical conduct" by all who wish to do business with the
Government.

Other terms will be defined as necessary in the text of

this thesis.

G. ORGANIZATION OF BTUDY
i. Cbhapter II.

Thre researcher provides a brief history of legislation
pertaining to procurement integrity and other legislation
pertinent to ethical conduct. The proposed "Standards of
Ethical Conduct for Employees of the Executive Branch" which
is scheduled for review in April 1992 is discussed. New
sentencing gquidelines were enacted on November 1, 1991,
imposing incentives for corporations to institute ethics

programs. These documents describe the current environment




and regulatory efforts pertinent to contractor ethical
conduct.
2. Chapter III.

Chapter III presents a breakdown of individual ethics
programs, practices, and policies and standards of conduct
with statistical summaries of the contents of these documents
is provided. The researcher reveals similarities and differ-
ences between Government and non-Government contractors in
their published policies. The researcher does not attempt to
explain why similarities or differences exist, nor will the
researcher explain why certain issues are not addressed by
individual companies. These subjects are recommended for
further research.

3. Chapter IV.

The researcher lists responses to questionnaires as
provided by surveyed academicians in acquisition and centract-
related business degree programs, regarding the necessity for
unique Government contractor ethics legislation.

4. Chapter V.

Chapter V is the conclusion chapter where the research
questions will be answered and other conclusions and recommen-
dations will be presented. Finally, this thesis offers
comments regarding alternatives to legislating unique ethical
conduct for those contractors conducting business with the

Government.




IXI. BACKGROUND

A. INTRODUCTION

With a desire to establish uniform standards of ethical
conduct, businesses have altered their conduct from agreement
by personal handshake, as a guarantee of gentleman-like
conduct between contracting parties, to an environment where

guidelines must be written and laws established to ensure that

businesses operate with integrity. These guidelines take
various forms from internal company guidance, to industry
I accepted practices, to formal legislation. ‘his thesis

reviews numerous internal company documents relating to
ethical conduct. Most of these documents are based on
accepted practices as well as formal legislation such as
antitrust laws. This chapter deals with the legislative
environment and selected pertinent documents on which

corporate internal standards are based in part.

B. BUMMARY OF LEGAL BACKGROUND
1. 8tandards of Conduct Legislation

As part of the proposed legislation, 5 CFR Part 2635
RIN 3209-AA04 "Standards of Ethical Conduct for Employees of
the Executive Branch," the Office of Government Ethics
prepared a summary of the legal background for the ethics
legislation. This background is applicable to this thesis and
is provided in part as follows. The legislation mentioned

e




which impacts the Executive Branch of the Government is
applicable to those conducting business with the Government or
with Government contractors.

Since 1965, officers and employees of the executive branch
have been subject to individual agency reyulations setting
forth standards of conduct. Underlying standards common
to all existing executive department and agency regula-
tions are contained in parts I and II of Executive Order
11222 of May 8, 1965, as amended, and are implemented by
Office of Personnel Management regulations at 5 CFR part
735, subparts A-C.

Consistent with the decentralized requlatory scheme
established by the 1965 Executive order, subpart A of 5
CFR part 735 required each executive agency to issue
regulations implementing part 735 and ©prescribing
additional standards of ethical conduct appropriate to its
particular functions and activities, including exceptions
to the restrictions on solicitation or acceptance of gifts
from prohibited sources.

In early 1989, as part of a comprehensive review of the
ethics laws applicable to all three branches of
Government, the President’s Commission on Federal Ethics
Law Reform recommended that the standards of conduct be
updated and that the Office of Government Ethics (OGE) be
given authority to issue uniform regulations applicable to
all agencies within the executive branch. Thereafter, on
April 12, 1989, President Bush issued Executive Order
12674 revoking the 1965 Executive order. Executive Order
12674 was modified by Executive Order 12731, October 17,
1990. The modified Executive order is hereinafter
referred to as Executive Order 12674.

Section 201(a) of the new Executive order authorizes OGE,
in consultation with the Attorney General and the Office
of Personnel Management, to issue regulations that
"establish a single, comprehensive, and clear set of
executive-branch standards of conduct that shall be
objective, reasonable, and enforceable." Section 201(c)
of the new Executive order further authorizes OGE, with
the concurrence of the Attorney General, to issue
regulations interpreting 18 U.S.C. 207-209.

Part I of Executive Order 12674 incorporates most of the
concepts contained in the 1965 Executive order and imposes
additional standards, including a prohibition in Section
102 on receipt of outside earned income by Presidential
appointees to full-time ncncareer positions. Under the
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Executive order, special Government employees are subject
to the same basic principles of ethical conduct that apply
to other executive branch employees.

Section 502(a) of Executive Order 12674 provides that,
except insofar as irreconcilable with its provisions,
regulations issued under the 1965 Executive order shall
remain in effect until properly amended, modified, or
revoked. Under this savings provision, individual agency
regulations remain in effect until the uniform regula-
tions, which are the subject of this notice, take effect.
Because existing standards cannot be reconciled with the
prohibition on receipt of outside earned income applicable
to Presidential appointees to full-time noncareer
positions, that provision became effective on April 12,
1989.

As did its predecessor, Executive Order 12674 prohibits
employees from soliciting or accepting gifts from
specified categories of persons. Title III of the Ethics
Reform Act of 1989 amended title 5 of the U.S. Code to add
a new section 7353 which contains virtually identical
language restricting the solicitation or acceptance of
gifts. In its statutory form, this prohibition applies to
perscnnel in all three branches of Government. It
authorizes OGE to issue implementing regulations for the
executive branch, including "reasonable exceptions as may
be appropriate.” Thus, the draft regulations contained in
subpart B of the proposed rule implement 5 U.S.C. 7353 as
well as Section 101(d) of Executive Order 12674.

Under current part 735 and 2635.101 of 5 CFR and
implementing agency regulations, employees are prohibited
from giving gifts to official superiors and from accepting
gifts from employees receiving less pay than themselves.
This prohibition at 5 CFR 735.202(d) is based on the
longstanding statutory prohibition against gifts to
superiors at 5 U.S.C. 7351. The Ethics Reform Act of 1989
amended section 7351 to give OGE authority to issue
implementing regulations applicable to employees of the
executive branch. These are contained in subpart C of the
proposed rule.

Title VI of the Ethics Reform Act of 1989 added three
other provisions that impact directly upon the outside
activities of employees, other than special Government
employees. One prohibits receipt of honoraria (payment
for an appearance, speech, or article) by any individual
while serving as an officer or employee. Another limits
receipt of outside earned income by certain noncareer
employees paid at or above the busic rate for a position
above GS-15. The third prohibits those same noncareer

10




employees from engaging in certair outside employment
activities. These three provisions are implemented by 5
CFR part 2636, which was issued by (GE as an interim rule
at 56 FR 1721-1730 (January 7, 1991). Relevant provisions
of that interim rule are cross-referenced in the outside
activities provision at subpart H of this proposed rule to
ensure the review of relevant regulations by covered
noncareer employees and by other employees who wish to
receive compensation for an appearance, speech, or
article.

This proposed rule is published by the Office of
Government Ethics (OGE) in consultation with the
Department of Justice and the Office of Personnel
Management pursuant to Section 201(a) and (c¢) of Executive
Order 12674 of April 12, 1989, as modified by E.O. 12731
of October 17, 1990, and authorities contained in titles
I and IV of the Ethics in Government Act of 1978, Public
Law 95-521, October 26, 1978, as amended, 5 T.S.C.
appendixes III and IV, and 5 U.S.C. 7351(d)(1) and
7353(b) (1) as added by the Ethics Reform Act of 1989,
Public Law 101-194, November 30 1989, as amended.
Formerly a part of the Office of Personnel Management, the
Office of Government Ethics became a separate executive
branch agency on October 1, 1989 pursuant to Sections 3
and 10 of the 1988 OGE reauthorization legislation, Public
Law 100-598. Hence, OGE is issuing this proposed rule as
revised part 2635 in OGE’s chapter XVI of 5 CFR. [Ref.
5:p. 33778])

According to Staff Counsel Jane Ley of the Office of
Government Ethics, this proposed legislation is being re-
drafted, based on public comment and the next revision will be
available for review, and consideration for legislative
action, in April 1992. The only major re-write has been the
temporary elimination of restrictions on membership in
professional organizations such as the National Contract
Management Association among others.

2. B8entencing Commission
New federal sentencing guidelines that became law on

November 1, 1991, impose dramatic new incentives for
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organizations to institute wide ranging ethics programs [Ref.
6:pp. 1, 3). As reported by the Josephson Institute, new
guidelines imposed by the Federal Sentencing Commission place
responsibility for and give consideration to those
corporations advancing ethics training and business conduct.

Under the guidelines, judges are required to impose heavy
penalties on organizations, including corporations,
nonprofit agencies and government entities, whose agen.s
commit crimes unless the organization can prove it
exercised "due diligence" in preventing such offenses.

Thus, organizations with formal policies and programs to
deter such crimes as fraud, labor or safety violations,
bribery, or crimes involving antitrust, securities or
money laundering will substantially mitigate the stiff
fines called for by the new guidelines.

One requirement of the guidelines is that organizations,
nonprofit groups and even government entities must
demonstrate that they have effectively conveyed their
policies to employees through publications or training.
In most cases, formal training will be required.

Organizations can gain credits against potential penalties
by complying with certain steps including:

- Assigning high-level employees to enforce standards;

- Communicating anti-crime standards to employees and
agents either in writing or through training programs;

- Preventing employees with an apparent propensity to
engage in criminal activity from exercising discretionary
authority;

- Establishing crime prevention standards for employees;

- Devising strategies to prevent and detect crimes and
protecting whistleblowers from reprisals.

An organization’s compliance program must establish the
standard for ethical and lawful business conduct and take
steps to ensure employees are familiar with the standards.
(Ref. 6:pp. 1,3) [Ref. 7:pp. B1,B8) [Ref. 8)




C. DEFENSE INDUSTRY INITIATIVE ON BUBINESS ETHICS AND
CONDUCT, 1990 ANNUAL REPORT TO THE PUBLIC AND THE DEFENSE
INDUSTRY, FEBRUARY 1991
This document gives the background and report-to-date of

the Packard Commission which was appointed by President Reagan

to conduct a study of defense management. The commission
studied the budget process, procurement, organization and
operation, and the streamlining and improving of defense
management. As an original product of the commission, six
principles that later became known as the Defense Industry

Initiative on Business Ethics and Conduct were developed by

representatives of 18 defense contractors [Ref. 9:pp. 2, 3].

These principles first appeared in the 1986 final report to

the President, "A Quest for Excellence," with pledges by the

signatory companies to promote ethical business conduct
through the implementation of policies, procedures, and
programs in the following six areas:
1. Codes of ethics;
2. Ethics training;
3. Internal reporting of alleged misconduct:;
4. Self-governance through the implementation of systems to
monitor compliance with federal procurement laws and the
adoption of procedures for voluntary disclosure of

violations to the appropriate authorities;

5. Responsibility to the industry through attendance at
Best Practices Forums; and

6. Accountability to the public. [Ref. 10]
This report indicates that updates have been made to include

additional provisions as a result of the Operation Ill Wind

13




Investigation as well as new signatories, formation of a

Steering Committee, and internal positions for administrative

purposes. The Defense Industry Initiative (DII) Report

identified the following as issues usually discussed and

guidance offered in codes of conduct by members:

10.

11.

12,

13.

14.

15,

le.

17.

18.

19.

Business Courtesies
Kickbacks
Conflicts of Interest

Employing and Recruiting Current or Former U.S.
Government Personnel

Confidential Information
Use of Company Resources

Complete and Accurate Books, Records, and
Communications

Bidding, Negotiation, and Performance of Contracts
Charges to Government

Relationships with Suppliers and Representatives
Violation of Standards by Others

Inside Information and Investment in Securities
Antitrust and Restriction of Trade

International Business Practices

Work Place Relationships

Corporate Citizenship and Relations with the Community
Political Contributions

Product Quality

Environmental Compliance

14




D. DEFBNSE ETHIC8, A STANDARDS8 OF CONDUCT GUIDE FOR DOD
EMPLOYEES, IGDG 5500.8 AFU JANUARY 1989

This document is a basic guideline on ethical conduct for
Department of Defense employees. The guideline is written in
question-and-answer format and is meant to function as a users
guide.

E. INDICATORS OF FRAUD IN DOD PROCUREMENT, DEPARTMENT OF
DEFENSE, OFFICE OF INSPECTOR GENERAL, IG, DOD 4075.1-H
This document published in June 1987 is provided as a

handbook for Department of Defense personnel to be used for

the detection of any action related to fraud or fraudulent
practices. The following subjects were addressed by this
publication:

1. Crimes involved in contract fraud

2. Fraud in Government contracts

3. Defective pricing

4. Antitrust violations: collusive bidding and price
fixing

5. Cost mischarging

6. Product substitution

7. Progress payment fraud

8. Fast pay fraud

9. Bribery, gratuities, and conflicts of interest
10. Commercial bribery and kickbacks

11. Civil, contractual, and administrative remedies for
fraud

12. Voluntary disclosure of fraud




F.

OTHER DOCUMENTATION

In addition to the standards of ethical conduct set forth

in the proposed "Standards of Ethical Conduct for Employees of

the Executive Branch," the frllowing statutes were considered

to be applicable to ethical business conduct by the Office of

Government Ethics.

The prohibition against solicitation or receipt of
bribes (18 U.S.C. 201(b)).

The prohibition against or receipt of illegal gratuities
(18 U.S.C. 201(c)).

The prohibition against seeking or receiving compensa-
tion for certain representational services before the
Government (18 U.S.C. 203)).

The prohibition against assisting in the prosecution of
claims against the Government or acting as agent or
attorney before the Government (18 U.S.C. 205).

The post-employment restrictions applicable to former
employees (18 U.S.C. 207).

The post-employment restrictions applicable to former
procurement officials (41 U.S.C. 423(f)).

The prohibition against participating in matters
affecting an employee’s own financial interests or the
financial interests of other specified persons or
organizations (.1 U.S.C. 208).

The prohibition on a procurement official’s negotiating
for emplcvment with competing contractors (41 U.S.C.
423(b) (1)).

The prohibition against receiving salary or any
contribution to or supplementation of salary as
compensation for Government service from a source other
than the United States (18 U.S.C. 209).

The prohibition against gifts to superiors (5 U.S.C.
7351).

The prohibition against solicitation or receipt of gifts
from specified prohibited sources (5 U.S.C. 7353).
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(aa)

The prohibition against solicitation or receipt of gifts
from competing contractors (41 U.S.C. 423(b)(2)).

The Code of Ethics for Government Service (Pub.L. 96-
303, 94 Stat. 855).

The prohibitions against certain political activities (5
U.S.C. 7321 et seq. and 18 U.S.C. 602, 603, 606 and
607) .

The prohibitions against disloyalty and striking (5
U.S.C. 7311 and 18 U.S.C. 1918).

The prohibition against employment of a member of a
Communist organization (50 U.S.C. 784).

The prohibition against acting as the agent of a foreign
principal required to register under the Foreign Agents
Registration Act (18 U.S.C. 219).

The prohibition against employment of a person convicted
of participating in or promoting a riot or civil
disorder (5 U.S.C. 7313).

The prohibition against employment of an individual who
habitually uses intoxicating beverages to excess (5
U.s.C. 7352).

The prohibition against misuse of a Government vehicle
(31 U.S.C. 1344).

The prohibition against misuse of the franking privilege
(18 U.S.C. 1719).

The prohibition against fraud or false statements in a
Government matter (18 U.S.C. 1001).

The prohibition against concealing, mutilating or
destroying a public record (18 U.S.C. 2071).

The prohibition against counterfeiting or forging
transportation requests (18 U.S.C. 508).

The prohibitions against disclosure of classified
information (18 U.S.C. 798 and 50 U.S.C. 783(b)).

The prohibition against disclosure of proprietary
information and certain other information of a
confidential nature (18 U.S.C. 1905).

The prohibition against unauthorized disclosure of
certain procurement sensitive information, including
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proprietary or source selection information (41 U.S.C.
423(b) (3) and (d)).

(bb) The prohibition against unauthorized use of documents
relating to claims from or by the Government (18
U.s.C. 285).

(cc) The prohibition against certain personnel practices (5
U.S.C. 2302).

(dd) The prohibition against interference with civil
service examinations (18 U.S.C. 1917).

(ee) The prohibition against participation in the
appointment or promotion of relatives (5 U.S.C. 3110).

(£f£f) The prohibition against solicitation or acceptance of
anything of value to obtain public office for ancther
(18 U.S.C. 211).

(gg) The prohibition against conspiracy to commit an
offense against or to defraud the United States (18
U.Ss.C. 371).

(hh) The prohibition against embezzlement or conversion of
Government money or property (18 U.S.C. 641).

(ii) The prohibition against failing to account for public
money (18 U.S.C. 643).

(3)) The prohibition against embezzlement of the money or
property of another person that is in the possession
of an employee by reason of his employment (18 U.S.C.
654).
Other pertinent documents and background information will be

provided in the text of the thesis.

G. BUMMARY

Numerous pieces of legislation have been enacted since
1965 with the purpose of improving the ethical conduct of
Government employees and those conducting business with the
Governnment. As examination of e¢vents resulted in the

identification of misconduct by Government or Government
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contractor personnel, additional guidance was issued in the
form of executive orders, rules, regulations, or legislation.
In the 1980s, contractor representatives made attempts through
the Defense Industry Initiative to create a degree of self-
governance in ethics managerment. In 1991, direct influence on
judicial decisions came as a result of new sentencing
guidelines to be imposed when ethical misconduct was indicated
in criminal activity. To ensure a complete understanding by
all Department of Defense employees, guidelines have been
develcped addressing standards of conduct and indicators of
fraud when conducting business for the Government. All of
these documents and legislative efforts have resulted in an
environment in which Government employees and Government
contractors are sensitive to actions which may be construed as
unethical or at a minimum questionable. It 1is this
environment in which Government contractors have determined a
need to establish ethics guidelines for their employees.
Chapter III outlines the written guidelines of Government

contractors as well as those of non-Government contractors.
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III. ANALYSIS OF ETHICS8 PROGRAMS

A. INTRODUCTION

In order to compare ethics programs, practices, and
policies of Government and non-Government contractors, it was
necessary to examine the ethics packages consisting- of
standards of conduct, ethics policies, and other related
documents of each group. The researcher elected to solicit
documentation from major companies operating in the
continental United States in order to conduct this comparison
of corporate programs, practices, and policies. The selection
of companies for participation in the survey was made from the
book entitled Jobs ’'9]1 because this book represented current
maior corporations, based on revenue, operating in the United
States as of 1990 [Ref. 11). In the researcher’s opinion,
such corporations could be expected to have standard policies
joverning emplioyees. Jobs ‘91 is broken into chapters
governing all professional groups, thereby allowing the
researcher to select a cross-section of corporate America.
Four to seven companies were randomly selected from each of

the following industry groups for a total of 105 companies:

Advertising ard Public Aerospace
Relations

Agriculture Autonotive
Aviation Banking
Broadcasting Chemicals
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IComputers and Electronics Conglomerates

IConsumer Products Energy

IFashion Film and Entertainment

i Financial Services Food and Beverage
Health Service and Hospitality
Pharmaceutical
Insurance Manufacturing
Metals and Mining Paper and Forest Products
Publishing Real Estate/Construction
Retailing Telecommunications
Transportation Travel
Utilities

Each corporation was requested by letter to provide copies
of company ethics programs, practices, and policies, and to
indicate whether or not the corporation considered itself to
be a Government contractor [APPENbIX A~-1, B). The liatter was
necessary in order not to skew the data based on the
Government’s "opinion" as to wio is/is not a Government
contractor because, although a company may have Government
contracts, those contracts may constitute only a small portion
of a company’s overall business. The researcher determined
that the corporations were in the best position to determine
the relative importance and percentage of overall business
with the Federal Government; this being the determining factor
as to whether or not a corporation should be considered a
Government vice non-Government or commercial concern.

Section B reflects the response rates to the researcher’s

request for ethics information. Upon receipt of corpcrate
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packages consisting of standards of conduct and other ethics
related documents, the researcher segregated each into
Government or non-Government groups. After reading all the
packages, the researcher determined which categories of ethics
issues appeared most frequently using numerical scoring.
Ethics issues which appeared less than ten times were not
considered further. This was done in order to eliminate
“company unique" or unusual issues. Those categories which
appeared ten or more times were thereafter considered "Primary
Areas of Concern."

Government contractors identified twenty-two Primary Areas
of Concern. Commercial contractors identified only twenty of
these as Primary Areas of Concern. This chapter reports the
quantitative results of the review of the ethics programs,
practices, and policies and identifies the similarities and
differences between Government contractor and non-Government

contractor issues.

B. OVERALL QUANTITATIVE RESULTS OF REVIEW

A survey of 105 major contractors was conducted requesting
copies of their standards of conduct and ethics codes of
conduct [APPENDIX A-1]}. Contractors were also asked to
indicate whether or not they considered themselves to be

Government contractors.

22




The response rate to the survey was as follows:

Total companies surveyed: 105

Total responses: 48

Response rate: 45.71%

Response rate Government: 16.19%

Response rate Non-Government: 29.52%
45.71%

No Response: 54.29%

Total: 100.00%

Total responses: 48

% Respondees Government: 35.42%

% Respondees Non-Government: 64.58%

Total: 100.00%

Some respondees who did not consider themselves to be
Government contractors indicated that although the company
does conduct business with the Federal Government, the
percentage of Government-generated revenue is minimal compared
to total company revenues. For that reason, these companies

do not consider themselves to be "Government contractors."

C. GOVERNMENT CONTRACTORS
1. Introduction
Government contractors represented 35.42% of
respondees or seventeen out of the forty-eight responding to
the survey. Contractors indicated by cover letter whether or
not they consider themselves Government contractors.
Companies which indicated that revenues from Government

contracts represented a minimal percentage of their total
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revenues were determined to be commercial or non-Government
contractors.
2. B8urvey Results
Seventeen respondees were categorized as Government
coatractors. Their representation by industry group was as

follows:

I Aerospace '

I Conglomerates

Computers and Electronics

Energy

Manufacturing

=W = W I

Consumer Products

As might be expected by those familiar with Government
contracts, most Government contractors represented the
aerospace, manufacturing, and the computers and electronics
industries. Respondees in these three groups represented not
only Government contractors, but Government defense con-
tractors in all cases.

A review of the seventeen Government contractor
responses revealed twenty-two primary areas covered by their
standards of conduct and/or ethics programs, practices, and
policies. Appendix C outlines each document provided by

individual contractors.
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a. Identification of Primary areas

While each respondee’s standards of conduct and
ethics program documents differed in format and outline, the
researcher determined by examination that certain issues were
covered more frequently than others. Each issue covered was
categorized by the primary focus of the particular issue or
section discussed in the document. These issues were
subsequently identified as "primary areas of concern (PAOC)."
The criteria for inclusion as a primary area of concern in the
researcher’s list was as follows: the issue was discussed by
at least 58.82%, or ten out of the seventeen responding
Government contractors.

After reading all packages, the researcher
developed an explanation of each primary area of concern based
on a consensus of how companies defined the issues and/or
applied them. The terminology used by Government contractors
was the same or similar in all cases. Only one Government
contractor deviated from the majority. This contractor
addressed corporate ideology of good ethical conduct without
providing guidance as to how this translates into specific
conduct or action. Where this general ideology touched on a
primary area, the contractor was given credit for addressing
that ethics issue. Appendix C provides an outline of each

respondee’s standards of conduct and/or ethics program,

practice, and policy.




b. Primary Area of Concern (PAOC) Explanation of
Terminology

The following explanation of the Government
contractor ethics issues will hereafter be referred to as
Primary Areas of Concern (PAOCs).

1. Accuracy, Correctness of Data, Records, and Reports.
This PAOC directs that all company business data,
records, and reports are accurately and correctly
prepared. It also directs that all records -and
allocations of labor, material, and other costs are
accurate and assigned to the correct direct or indirect
cost account.

2. Customer/supplier Relatjons. This PAOC area directs

fair and reasonable relationships, obeyance of laws and

I regulations, and following of good business practices
in dealings with customers and suppliers.

3. competjtion/Competitor Relatjonships. This PAOC

discourages unfair business practices, disparaging
1 competitors, illegal use and/or acquiring of competitor
information.

4. Conflicts of Interest. This PAOC directs the avoidance
of any actions that may involve, or that may reasonably
be construed to involve, a conflict of interest with
company obligations both professional and personal.

5. Company Funds & Property. This PAOC addresses the use
of company funds and property (both physical and

intellectual) for proper company applications and
identifies those instances considered to be improper
applications of resources.

6. Proprietary Information. This PAOC addresses the use

of company proprietary information and what may
constitute improper disclosure.

7. Classified, Technological, Sensitive Data. This PAOC
addresses the proper handling of company and Government
classified, technological, and sensitive data.

8. Accuracy of Invoices/Proper Payments (Bribes,
Kickbacks). This PAOC directs the accurate preparation
and submission of invoices, and addresses what
constitutes improper invoicing and payments such as
bribes and kickbacks.
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10.

11.

12.

13.

14.

15.

16.

18.

19.

Business Hospitalities General. This PAOC addresses
company philosophy and policies regarding business
hospitalities such as gifts, entertainment, and meals
to any customer, supplier, or other business affiliate.

Emplovee Relations. This PAOC addresses general
company philosophy regarding employee/employer roles

and relationships in conducting business.

Quality. This PAOC addresses company quality standards
for supplies and services and the meeting or exceeding
of specifications and contract requirements.

Reporting/Resolving Violations. This PAOC establishes

reporting and resolution policies for ethics and
standards of conduct violations. It further
establishes a mechanism for reporting and resolving
violations.

Inside Informatjon/Securities Trading. This PAOC

directs compliance with laws and regulations regarding
proper disclosure and use of company information as it
pertains to business decisions and securities
exchanges.

Business Hospjtalities to Government Employees. This
PAOC addresses specifically proper/improper gifts,
entertainment, and meal exchanges/offers to and from
Government employees.

Recejving Business Hospitalities. This PAOC addresses
company philosophy regarding employee receipt of any
business hospitality such as gifts, entertainment, and
meals.

Political contributions. This PAOC provides guidance
as to restrictions on political contributions and
proper contributions to political organizations and
groups.

- i . This
PAOC addresses special considerations regarding
customary business hospitalities to International
Businesses which differ from Ggeneral company
restrictions.

Environmental. This PAOC addresses company policy
regarding the environmental impact of operations,
products, and disposal.

\'4 . This PAOC
addresses the proper handling of general Government
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information including procurement information in the
hands of company employees.

20. Hiring of Former Government Employees. This PAOC
addresses restrictions on hiring and conversations
regarding same with Government employees and former
Government employees. It further directs compliance
with all current legislation.

21. Safety. This PAOC addresses compliance with current
safety laws and regulations as well as in-company
safety philosophy.

2z. International Trade Practices. This PAOC addresses
compliance with laws and regulations regarding
international trade, boycotts, and other restrictions.

c. Quantitative Results

Table I reflects the frequency with which each
PAOC was discussed in each company’s ethics and standards of
conduct documents. PAOCs are listed by the frequency with
which that particular area was covered by each company.
Company names have been replaced by assigned numbers for
anonymity. A listing of all participating companies is
included in Appendix B. Outlines of each company’s ethics
documents are included as Appendix C.

An "x" is indicated under the compary number if
that company’s ethics documents included coverage of the

listed PAOM.

Total PAOCs: 22
Total number Government 17
contractors
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PAOC Frequency of Appearance

Total Government companies: 17

The frequencies reflected in the table represent the
following:

16 of 17 companies cover area: 94.12% coverage
15 of 17 companies cover area: 88.24% coverage
14 of 17 companies cover area: 82.35% coverage
13 of 17 companies cover area: 76.47% coverage
12 of 17 companies cover area: 70.59% coverage
11 of 17 companies cover area: 64.71% coverage
10 of 17 companies cover area: 58.82% coverage

Company Funds & Property 88.24%

Proprietary Information 88.24%

Classified, Technological,

Sensitive Data 88.24%

Receipt, Use of Govt Information 70.59%

Accuracy, Correctness of

Data, Records, and Reports 94.12%

Accuracy of Invoices/Proper

Payments (bribes/kickbacks) 88.24%

Inside Information/Securities

Trading 82.35%

Business Hospitalities General 88.24%

Business Hospitalities Government 82.35%

Receipt of Business Hospitalities 82.35%

Business Hospitalities
International Business 76.47%

Hiring of Former Government

Employees 70.59%
Customer/Supplier Relations 94.12%
Erployee Relations 88.24%
Safety 64.71%
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Environmental 76.47%

Competition/

Competitor Relationships 94.12%

International Trade Practices 58.82%

Political Contributions 82.35%

Conflicts of Interest 94.12%

Quality 88.24%
Reporting/Resolving Violations 88.24%

PAOCs in Order of Frequency:

94.12% Accuracy, Correctness of Data, Records, and Reports

88.24%

82.35%

Customer/Supplier Relations
Competition/Competitor Relationships
Conflicts of Interest

Company Funds & Property

Proprietary Information

Classified, Technological, Sensitive Data

Accuracy of Invoices/Proper Payments (Bribes,
Kickbacks)

Business Hospitalities General
Employee Relations

Quality

Reporting/Resolving Violations

Inside Information/Securities Trading
Business Hospitalities Government
Receiving Business Hospitalities

Political Contributions
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76.47% Business Hospitalities International Business
Environmental
70.59% Receipt, Use of Govt Information
Hiring of Former Government Employees
64.71% Safety
58.82% International Trade Practices
d. Comments
Ethics document formats varied between
contractors, ranging from strictly narrative to contract-like
specifications. Frequently, separate example sections or
booklets were provided in question~-and-answer format for
employees.
While a drug-free workplace was mentioned in
several policies, this was not' consistently listed as a
primary ethics issue because it appeared less than ten times,
the stated minimum. As 1identified in corporate update
bulletins, the newest sections included those applicable to

environmental issues.

D. NON-GOVERNMENT CONTRACTORS
1. Introduction
Non-Government contractors represented 64.58% of
respondees or 31 out of the forty-eight responding to the
survey. Contractors indicated by cover letter whether or not
they considered themselves to be Government contractors and/or

to what extent their business dealt with Government contracts.
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Those indicating "minimal" Government contracts were not
considered to be Government contractors.
2. B8urvey Results
Thirty one respondees were categorized as non-
Government contractors. Their representation by industry
group was as follows:

Agriculture
Automotive

= N

Aviation

Banking

Chemicals
Consumer Products
Energy

Food and Beverage
Health Services
Hospitality
Manufacturing
Metals and Mining
Real Estate
Retail
Transportation
Utilities

NP RERENDUPRWER WP D

A review of the thirty one respondees revealed the
same Primary Areas of Concern, but the extent to which each
company covered the areas differed greatly. There were no new
PAOCs introduced by at least ten percent of the responding
companies.

a. Identification of Primary areas

As with the Government contractors, the standards
of conduct and ethics program documents differed in format and
outline; however, the PAOCs were the same as those identified

by the Government contractors.
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b. PAOC Explanation of Terminology
The terminology for non-Government contractor
Primary Areas of Concern is identical to that for the
Government contractors.
c. Quantitative Results
Table II reflects the frequency with which each
PAOC was covered by each non-Government company. As with
Government contractors, company names have been replaced by
numbers and all participating companies are included in
Appendix B. Outlines of each company’s ethics documents are
included in Appendix C.
An "x" is indicated under the company number if
that company’s ethics documents included coverage of the

listed PAOC.

i Total PAOCs: 22 -I
HTotal number non-Government contractors: 31 I

35




SUO|3W|0LA BULA]0S3Y/6uUL)Joday x x ] X x x ]
Ayiyeng x
1$3J33U] O 3911juU0) X x x x X ] X x ]
SUO|3NQ1JIU0T |83)31]0d x x ] x x x X X
$33}30014 9pSJ] |8UO0}ISUIIIU] X ] X X
U030y JOI|I2cdWO)/uUO! 3 | 33CW0] x x x x x x x —
183Uu0J | AT X X
Ajajes [ X —
U0} 919y 3340 (w3 X X X X X X X —
SUO| 39 |3y Ja}|ddng/Jawo3Isn) X X x x x x ] X X —
$334010wW3 JUIMLIIA0T JIWI03 JO BUlJ LN —
$3}3} 183 |dsOH $33U}SNg BUO|IEUIIU] x x x
$313}193)d804 ssaujsng BujAlao9y X X X X X X X X X
IUIMUIIA0YG $3}1 193 |dSON SSAUISNg o X
1948U39 $3|3}1ed|dson ssau|sng X ] X x x X x X X
BuipeJ) $3)3}JN29S 3 UO|IMMIOU] JIP|Su] X ] X ] x x X
(syoeqyd}))y "$3Q}4q) SIUMMAEJ JadOJId/$3I|0AU] JO ADRINIDY X X X X [ [ X
s3J0d9y ‘spuooey ‘wivg jO $3IDNII0)/A2€INIDY X X X x [ ¥
U0 ISEIOJU] JUIWUIIA0Y JO asn ' 3djadIY X [
— UO}IBMIOJU] SA}IISUIS "JEDjUYDIL ‘patjisse|d x x x X
Uo | JsmIOo U] AJela}idold X X [ [ X X [3 —
A143dold 3 spunj Auedwo) X X X [ x
(41 (.4 82 42 92 922 ¥4 2 ¥4 02 -1} st “
PosSaJppyY seauy Jacuing Ausecheo) _
e ==
II J19vYL

36




U0 131W101A BulA)osay/Builsoday | x X
A3y yenp [

31S3J33U] 4O 32}14u0) 1] x
SUO|INQLIIUOY 18243410d | X ]

8371319844 3PeJ] RUO|INUIIU] 4

U1 1813y JO3|3adwo)/uo)] | Jadwo) ]
193UMI0I {AU] X X

Alajus ]

SU0} 3|3y 3340 13 X

SUO|3IW )Y J3 | 1ddnS/JOISN] X X

$39A0 | JUMIIIA0D JBMIO4 JO BUujJIN

37

.ODUo-lumnws: SSIUL NG 10| IBUINU] X

83131183 10SON ssauisng BUA}3OIY X [

JUNMIIIA0Y $2}3 | 183 idsOy esaujeng | X X

1843U39 83} ey idson ssaujsng | X ]

BuipeJ] 8313}1Jn33S 3 LUOLIMIOJUT Japisul | X X

(30091} "83q}4q) Juamied JadOId/83210AU] JO Ademnddy | x X
w3Jsoday ‘spioday ‘wieg 0 SsAII440)/A3€1NdIY ] x

UO|IBWIOJU] JUIMMIIIACYH JO asn 'idiaday

UO|IBMIOJU] AL ISUIS T)EIjuYdd] 'pajjisseld | X X

uo§Ismioju] AJe3d|adold X ]

AJsadoad 3 spunj Aueduso) x

| %4 t4 134 (144

(QIONIINOD) II FATIEVL




SUO|§318)04A BULA)OSIY/6uULIJoday

A1 eno

383J433u] 0 3Id4)juo)

$U013NQ1J3U0) 18913 410d

$32110044 9pEJ] U} IVUIIIU]

SUO|I8)3Y JOI 1 3adWOI U0 L] | Jadw0)

19JUIWUOJ (AU]

Alajes

su0|je|ay 3340 \ds3

0131013y J3} )dANS /I3W0]I N

SIFA0 AT JUNRIIIA0D Jaws04 O BULJIIN

83131103 |dS0H SSaU|SNg JBUO | IBUIAU]

82111 )011dsoN ssausng BujA1aday

IUIMIIIA0D $31) | 183 dSON SSau|sng

18J3U39 83111183 |dsON Ssaujsng

BG1ped] 89131439 3 UO|IBWIO)U] J9P|SU]

(S04 ‘83q1.q) JuamAsg J3d0Jd/89II0AU] 40 AdRJINIIY

s340d3y "spi0day ‘eleQ O SEIUYI2II0)/ADEINDIY

U0 3IBMI0HUT JUNAIIIA0Y J0 asn '3diaday

UO|IWMLIO U] BAI3ISUSS T|80JUYDD) TPaij 88913

Uo§3BWIo U] AJ83didoud

Ayaadouad 3 spung Auedwo)

47

9 sy kad

POSSaUppY seaJyY

(daIANIINOD) II ATAYL

38




PAOC Frequency of Appearance

Total non-Government companies: 31
. The frequencies reflected in the table represent the

following:

. 30 of 31 companies cover area: 96.77%

29 of 31 companies cover area: 93.55%

28 of 31 companies cover area: 90.32%

27 of 31 companies cover area: 87.10%

26 of 31 companies cover area: 83.87%

25 of 31 companies cover area: 80.65%

24 of 31 companies cover area: 77.42%

23 of 31 companies cover area: 74.19%

22 of 31 companies cover area: 70.97%

21 of 31 companies cover area: 67.74%

20 of 31 companies cover area: 64.52%

19 of 31 companies cover area: 61.29%

18 of 31 companies cover area: 58.06%

17 of 31 companies cover area: 54.84%

16 of 31 companies cover area: 51.61%

15 of 31 companies cover area: 48.39%

14 of 31 companies cover area: 45.16%

13 of 31 companies cover area: 41.94%

12 of 31 companies cover area: 38.71%

11 of 31 companies cover area: 35.48%

10 of 31 companies cover area: 32.26%

9 of 31 companies cover area: 29.03%

8 of 31 companies cover area: 25.81%

7 of 31 companies cover area: 22.58%

6 of 31 companies cover area: 19.35%

5 of 31 companies cover area: 16.13%

4 of 31 companies cover area: 12.90%

3 of 31 companies cover area: 9.68%

2 of 31 companies cover area: 6.45%

1 of 31 companies cover area: 3.23%

Company Funds and Property 48.39%

Proprietary Information 58.06%

Classified, Technological,
Sensitive Data 38.71%

Receipt, Use of Government Information 6.45%




Accuracy, Correctness of Data, Records,
Reports 64.52%
Accuracy of Invoices/Proper Payments
(bribes, kickbacks) 64.52%
Inside Information/Securities Trading 58.06%
Business Hospitalities General 64.52%
Business Hospitalities Government 16.13%
International
Business Hospitalities 22.58%
Receiving Business Hospitalities 61.29%
Hiring of Former Government Employees 0%
Customer/Supplier Relations 61.29%
Employee Relations 58.06%
Safety 25.81%
Environmental 22.58%
Competition/Competitor Relationships 58.06%
International Trade Practices 32.26%
Political Contributions 64.52%
Conflict of Interest 74.19%
Quality 19.35%
Reporting/Resolving Violations 61.29%
74.19% Conflict of Interest
64.52% Accuracy, Correctness of Data, Records, Reports
Accuracy of Invoices/Proper Payments (bribes,
kickbacks)
Business Hospitalities General
Political Contributions
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61.29% Receiving Business Hospitalities
Reporting/Resolving Violations
Customer/Supplier Relations

58.06% Proprietary Information
Insider Information/Securities Trading
Employee Relations

Competition/Competitor Relationships

48.39% Company Funds & Property

38.71% Classified, Technological, Sensitive Data
32.26% International Trade Practices

25.81% Safety

22.58% Environmental

International Business Hospitalities

19.35% Quality

16.13% Business Hospitalities Government

6.45% Receipt, Use of Government Information
0% Hiring of Former Government Employees

d. Comments
As with Government contractors, non-Government
contractors varied their formats which ranged from narrative
to contract-like specifications of each area. Separate
queétion-and-answer sections were provided in some booklets.
A an g-free workplace section was included in only a few of

the ducuments therefore, as with Government contractor area

lists, this was not included as a primary area of concern.




The researcher reviewed those ethics areas covered by
Governnent and non-Government contractors to determine the
similarities and the differences between the two categories of
contractor types. By far, the similarities between categories
far exceeded the differences. Both categories placed their
emphasis on the same Primary Areas of Concern, although the
percentages of those companies covering any particular area
differed between the two groups. In some instances, this was
due to the unique situations facing Government contractors
versus those facing non-Government contractors. In other
instances, the differences are easily explained, such as a
company not addressing international business practices
because that company did not have any international dealings.
The researcher found that there were companies with ethics
programs for which there was no clear evidence as to why a
specific PAOC was not discussed by the non-Government group to
the extent that the area was covered by a majority of

Government contractors.
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2. 8imilarities

Both Governument and non-Government contractors focused

s on the same PAOCs in all cases except
Government employees. The rankings of

frequency of coverage are as follows:

Government

#1 Accuracy, Correctness of #1
Records, Data, and Reports

Customer/Supplier Relations
Competition/Competitor Relations
Conflict of Interest

#2 Company Funds & Property #2

Proprietary Information
Classified, Technological,
Sensitive Data

Accuracy of Invoices, Proper
Payments (bribes, kickbacks)
Business Hospitalities General
Employee Relations

Quality

Review/Resolving Violations

#3 Inside Information/Securities $3
Trading

Business Hospitalities Government

Political Contributions
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the hiring of former

emphasis on PAOCs by

non-goverryent

Conflict of Interest

Accuracy, Correctness
of Data, Records, and
Reports

Accuracy of Invoices,
Proper Payments
(bribes, kickbacks)

Business
Hospitalities
General

Political
Contributions

Receiving Business
Hospitalities

Reporting/Resolving
Violations
Customer/Supplier
Relations




#4 Business Hospitalities
International

Environmental

#5 Receipt, Use of Government
Information

Hiring of Former Government
Employees

#6 Safety

#7 International Trade Practices

Conflict of Interest

Political Contributions

o
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#4

#5

#6

#7

#8
#9

#10

#11

$12

Proprietary
Information

Employee Relations

Competition/
Competitor
Relationships

Insider Information/
Securities Handling

Company Funds &
Property

Classified,
Technological,
Sensitive Data

International
Trade Practices

Safety
Environmental
Business

Hospitalities
International

Quality

Business
Hospitalities
Government

Receipt, Use of
Government
Information

Those areas covered by at least 50% of Government and at least
50% of non-Government contractors included the following:
Accuracy of Data, Records, and Reports

Accuracy of Invoices/Proper Payments (bribes, kickbacks)
Business Hospitalities General




Receiving Business Hospitalities

Reporting/Resolving Violations

Customer/Supplier Relationships
Both Government and non-Government contractors listed the area
concerned with conflicts of interest in the first priority
group.

A;imilarities between Government and non-Government
contractor PAOCs were restricted to the c¢ategories of
concerns. The degree to which each category was covered, as
reflected by the percentage of companies covering the
particular area, is discussed further as differences.

3. Differences

Although both Government and non-government
contractors covered all of the same areas with the exception
of hiring of former Government employees, there were
significant differences in the percentages of companies
covering any particular PAOC.

Over fifty percent of all Government contractors
covered all PAOCs, but only eleven of these primary areas were
covered by fifty percent or more of the non-Government
contractors. Those categories not covered by at least fifty
percent of non-Government contractors were as follows:

Company Funds & Property

Classified, Technological, Sensitive Data
International Trade Practices

Safety

Environmental

Business Hospitalities International

Receipt, Use of Government Information
Hiring of Former Government Employees
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Five of these areas are easily understood as not being covered
primarily due to the nature of the individual company’s
business. These five areas are:
International Trade Practices-The company may not operate
internationally.

Business Hospitalities Government-The company may not
conduct any business with the Government.

Classified, Technological, Sensitive Data-The nature of
the company’s business may not lend itself to this type
of information.

Receipt, Use of Government Information-The company may not
have access to this type of information or deal with
the Government.

Hiring of Former Government Employees-There may be no
requirement for this since no conflict or restrictions
are in place regarding employment of former Government
employees in this field or with this company.

No clear explanation was evident to the researcher as to why
the following four areas were not addressed by non-Government
contractors.

Company Funds & Property

Safety

Environmental

Quality

Four of the responding non-Government contractors had
no published policies regarding ethics rules and standiards of
conduct or responded negatively to requests for documentation
regarding the existence of such policies. The researcher
concludes that although no policies were provided, the

companies concerned may operate within existing rules,

requlations, and laws regarding proper ethical conduct. The




4. Summary

Based on a review of ethics and standards of conduct
programs, practices, and policies for both Government and non-
Government contractors, the researcher concludes that both
contractor categories cover the same primary areas of concern
in their written policies pertaining to ethics and standards
of conduct. The only exception to this was coverage of the
hiring of former Government employees which can be explained
by the absence of any ethical conflicts for those companies
not dealing with Government contracts. The two categories of
contractors differed in the extent to which any particular
area of concern was ranked and the frequency with which areas
of concern were covered by a majority of non-Government
contractors. The differences were generally due to the nature
of the non-Governrent contractor’s business.

The similarities between the Government and non-
Government contractors can also be explained by company ethics
policy staffing practices. According to the Center for
Applied Ethics [Ref. 12), there are limited numbers of
professionals available as resource experts in the development
of ethics programs for corporate entities. For this reason,
most corporate ethics programes are modeled by only thess few
professionals. This results in similarities among most ethics

programs with some tailoring to unigque corporate situations.
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Clearly, this situation results in a great deal of standardi-
zation among both Government and non-Government programs,
practices, and policies.

Chapter IV will address the attitudes of academicians
regarding the necessity for unique ethical standards for

companies conducting business with the Government.
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IV. ANALYSIS OF ACADEMIC COMMENT

A. INTRODUCTION

There are mixed views on how to ensure proper ethical
business standards. One view, as svpported by recently
proposed legislation on the issue, directs that stricter
standards be adopted for contractors dealing with the
Government [Ref. 13] [Ref. 14). Another view as espoused by
ethics organizations such as the Center for Applied Ethics and
Defense Industry Initiative members takes the position that
proper ethics training for 2ll businesspersons (educational
institution as well as in-company training) and executive
level role modeling will result in social and business norms
of proper ethical behavior [Ref. 15] [Ref. 16]}. Industry has
responded by setting written guidelines for proper ethical
conduct.

It is clearly the desire of those who propose ethics
legislation, that such legislation will ensure proper ethical
conduct by those who dc business with the Government.
However, it is the researcher’s opinion as well as that of
surveyed academicians, and members of ethics research
organizations such as the Ethics Resource Center that
legislation may result in undesirable externalities which must
be considered. A consensus of these opinions inciude:

1. Restrictions so suffocating as to preclude ‘good
business’ for fear of any conflicts with Government-
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directed ethics legislaticn. This may result in losses
to the industrial base because businesses will avoid
Government contracts where business conduct will be
challenged.

2. Confusion in business and allegations of non-ethical
conduct where none was intended. (e.g., maintaining
good business relationships versus collusion and
conflict of interest.)

Even if externalities could be prevented, every situation
cannot be addressed, and as discussed above, ethical decision-
making may differ by situation. Decision Support Systems may
assist in this environment, but a definition of what is or is
not ethical remains unstructured and one answer for all ethics
questions cannot be provided.

An example of an attempt to apply one standard for all
situations was the Procurement Integrity Act of 1991. This
document resulted, in some cases,in an exodus from Government
service by some individuals for what was considered to be
unreasonable restrictions on post-Government employment or
"extra" Government occupations (books, teaching, lectures,
etc.). Similar reactions have been made to the proposed
"Standards of Ethical Conduct for Employees of the Executive
Branch" which was previously discussed in the thesis.
Existing legislation has been primarily concerned with
Procurement Officials, however, there is disagreement not this
emphasis hits the mark.

Legislators have likewise earmarked Government contractors

as entities needing to meet higher standards than all other

contractors.
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The researcher examined academic attitudes using the
survey method to determine how those academicians teaching
business management view ethics standards for both Government

and non-Government contractors. [Appendix A-2]

B. SURVEY OF ACADEMICIANS
1. Intrcduction

Using a letter survey, the researcher surveyed sixty-
five educators whose institutions specialize in acquisition,
contract, or business management as listed in Contract Manage-
ment (CM) (Ref. 17]. The CM was selected because it is an
acquisition and contracting professional magazine and those
individuals listed in the article were considered by the
researcher to represent an excellent population of
academicians for the survey. si;ty-five of the researchers
were selected because the programs offered at their respective
institutions were particularly focused on acquisition or
contracts or advanced studies relating to this type of
business management. The responses to the question-naire
provided mixed opinions on the effectiveness of legislation
and the need for unique ethics legislation.

2. Research Questions

Three research questions were submitted to each
surveyed academician. The questions were designed by the
researcher to determine whether or not the academician felt
that there was a need for special ethics legislation for
Government. contractors beyond that for non-Government
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contractors and whether or not existing ethics legislation was

directed at the appropriate problem areas. The questions

developed by the researcher were as follows:

Question 1.

Do you believe Government-contractor unique
legislation is necessary to ensure proper
ethical conduct by those conducting business
with the Government?

Do you believe that current ethics legislation
has resulted in improved ethical conduct by
Government contractors?

Do you believe that the focus of current
ethics legislation is directed toward the
area(s) requiring the greatest attention?
(Example: limited 1legislation is directed
toward elected officials while substantial
legislation has been directed toward
procurement officials.)

3. Research Question Responses

The response rate was 21.54% or fourteen of the sixty-

five academicians surveyed responded. The following represent

the responses:

a. Question #1. Do you believe Government-

(1) Results:

contractor unique legislation is
necessary to ensure proper ethical
conduct by those conducting
business with the Government?

8 Yyes

3 no

3 responder felt unqualified to
answer

(2) Responses:

(a) Responses 1-3.

Responder felt unqualified/unfamiliar with subject area: 3

responses.
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(b) Response 4.

No law is going to assure ethical conduct by employers.
However, the guidelines/regulations that are considered to be
acceptable by Government standards need to be regulated so as
to assure compliance. Due to the specific nature of unique
circumstances associated with Government contracting, laws
need to be on the books--and enforced by non-participating
(impartial) parties.

(c) Response 5.

Yes. Past contractor abuses suggest that human nature is such
that behavioral contingencies must be clearly stipulated.

{(d) Response 6.
No! All business ethical conduct should be the same; the fact
that the Government is a party to the contract should have no
impact.

(e) Response 7.
Yes. We need proper/better guidelines for Government buyers.
Not necessarily more strict, but clear . . . laid out so each
will know where they stand in all situations.

(f) Response 8.
Yes. The contracting context entails processes that while not
necessarily unique, require careful regulation of moral
content. Additional 1legislation would provide required
emphasis and focus.

(g) Response 9.

Yes: (a) Too many abuses already known-only the "tip of
the iceberg"?

(b) We’re talking taxpayers’ dollars here!

(c) Conflict of interest a major problemn.

(h) Response 10.
No. Despite the few cases of unethical conduct, overall,
corsidering the size of Government contractor base (in terms

of dollars and numbers of procurement actions) things work
rather well.
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No.

already.

specificity and detail.
making and add costs to the systen.

(i) Response 11.

I firmly believe that no additional Government-contractor
unique legislation is necessary to ensure proper ethical
conduct by those conducting business with the Government.

I do believe that those doing business with the Government
should be held to a higher standard of conduct than
business in general, but I also believe that Government
contractors are meeting such higher standards, have met
them in the recent past (10-20 years) and will continue to
meet them in the future. Even if we assume all of the
recent publicity concerning the defense industry is true,
the number of tainted incidents compared with total DOD
procurement transactions is remarkably low.

Obviously the standard of ethics in the business community
in general is not entirely what we would like for it to
be. One has only to consider recent publicity concerning
Banking, Insurance, Stock trading, Ministry, Medicine/
Hospital Mgt., Nursing home, Retail Marketing, not to
mention the US Congress to make the point. Of course, the
media’s propensity to accentuate the negative is well
known, bu. as was the case with the defense industry 5
years ago there is probably enough basis for the stories
to cause concern.

We do need to generally improve the education level/
standards of ethics throughout industry as well as
maintain the current higher 1level within Defense
contracting. At University of Dallas, Graduate School of
Management the faculty has had several meetings seeking
better ways to emphasize ethics in our respective classes.
In addition we have initiated a series of special ethics
lectures, attended by both students and faculty, which are
conducted by visiting professors from other schools in the
area. If the US Congress is interested in helping they
should be seeking ways to improve education and define
ethical standards throughout industry in general rather
than seek new laws/reporting requirements for defense
industry.

(J) Response 12.
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Established statutory, executive order, and requlatory
rules are adequate and in some cases excessive in detail
Legislation generally adds reports, record keeping
and sanction, or threats of sanctions, along with increased
These additions inhibit decision
Emphasis should now be



placed on personnel qualifications and on administrative
procedures to place proper emphasis on ethical behavior.

(k) Response 13.

Yes, I do. The Government is not just another business.
Political interests enter the picture, and the scale of
operation is significant. The public interest must be
protected, not 3just the stockholder interest. Business
officials often have the advantage of having been in
Government work or at least having access to those who have
been; they know the people making the decisions for the
Government and sometimes know more about the process than
Government officials themselves. One example would prevent
some glaring abuses. A public, open bidding process would
prevent secret deals and allow examination of the decisions,
although some accommodation to avoid frivolous lawsuits by
unsuccessful bidders would have to be instituted.

{l) Respocnse 14,

Yes, because of public accountability. The general public’s
right to know all about how their money is being spent puts
Government contractors in a uniquely sensitive position vis-a-
vis their strictly private sector producer counterparts.

b. 3Question #2: Do you believe that current ethics
legislation has resulted in
improved ethical conduct by
Government contractors?

(1) Results: yes (qualified by comments)

3

6 no

3 responder felt unqualified to
answer

2 don’t know

{2) Responses:

(a) Responses 1-3.

Responder: felt unqualified/unfamiliar with subject area: 3
responses.

(b) Response 4.

Not esp2cially. Too much bureaucracy.
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(c) Response 5.

It certainly has heightened awareness, and therefore has
resulted in the elimination of "thoughtless" unethical
behavior.

(d) Response 6.
No.
(e) Response 7.

Yes, to some extent.

(f) Response 8.
Don’t know.

(g) Response 9.
No.

(h) Response 10.

No. I don’t believe you can write laws that will insure
ethical behavior.

(1) Response 11.

I do not believe that recent ethics legislation applicable to
defense industry has improved ethical conduct. What it has
done is to substantially increase reporting requirements which
in turn increases contractors’ cost of operation and ulti-
mately the cost of defense hardware. The Government’s cost to
review and audit the reports are also increased. The other
thing that it has done is to add to the public’s general
perception of dishonesty and inefficiency in the defense
industry. (Of course every person in the US capable of
reading a newspaper or watching TV already knows that the
reason for high cost of Defense Systems is dishonest and
incompetent managers within the industry-no one ever mentions
the extra requirements imposed by Congress and the rest of the
Bureaucracy). I do not believe that additional legislation
would improve ethics within the defense industry, but rather
would only continue the negative trends referred to above.

(3j) Response 12.
The publicity over 11l Wind and cther transgressions may have
resulted in improved conduct, but the added procedures, rules
and sanctions are not likely to do more than satisfy the
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legislators’ vanity. Major corporations have adopted new,
more explicit standards of conduct, policies and practices
over the last decade.

(k) Response 13.

I have no specific knowledge which would enable me to give an
exact answer. It is my impression, however, that bad
publicity and heavy fines have resulted in improved ethical
conduct by contractors rather than current legislation.

(1) Response 14.

No--but it should have led to more ethical behavior by
Government personnel (Operation "Ill Wind" and other
indictments & convictions of contractor personnel may well
lead to improved ethical conduct by contracter personnel.)

c. Question #3. Do you believe that the focus of
current ethics 1legislation is
directed toward the area(s)
requiring the greatest attention?
(Example: limited legislation is
directed toward elected officials
while substantial legislation has
been directed toward procurement
officials.)

(1) Results: 1 yes (qualified by comments)

7 no

3 not definitive

3 responder felt unqualified to

answer

(2) Responses:
(a) Responses 1-3.

Responder felt unqualified/unfamiliar with subject area: 3
responses.

(b) Response 4.
Great attention needs to be directed toward all Governmental
agencies~-elected officials included. Less partisan politics
and more uniformity in the application of the law is needed.
(c) Response 5.
I believe that the focus must be extended to elected (and
appointed) Government officials. The current state of ethical
review in the Congress is a joke.
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(d) Response 6.

No! The new ethics legislation should be directed at the
conduct of persons who are political appointees as
distinguished from persons who attain their positions through
career civil service procedures.

’

{e) Response 7.

No--attention should also be paid to elected officials, their
staffs, lobbyists--also stronger guidelines toward channel
members of distribution.

(f) Response 8.

There is enough to go around.
(g) Response 9.

Only partly-all parties should be covered.
(h) Response 10.

As you might expect from my responses above, the current focus
is a joke. Prevent Congressional interference and the process
will improve. Too often Congressional pressure results in
Government procurement officials ‘doing dumb things.

(i) Response 11.

As I noted in answer to the previous question, I do not have,
much positive to say about the current trends of Congress
efforts to legislate ethics in the defense industry. If
Congress wants to help, they should concentrate on ways to
improve eduction, efficiency and productivity in US industry
across the board; Defense Industry might well serve in a
leadership role in such a program. In addition Congress
should spare no effort to improve its own image. Congress
should have an image of the best ethical standards in the
country, not the worst. Their recent activities hardly move
them in the direction they should be going.

(J) Response 12.
My basic view is that good, ethical behavior does not differ
for Government sponsored contracting from good, ethical
behavior in private transactions.

(k) Response 13.

Political influence has to be controlled, but I don’t know how
much control is best. Again, I think publicity can be an
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effective weapon to keep the politicians in line. Significant
penalties for abuses would make an example of politicians who
abused the system. The trouble is that politicians aren’t
going to pass legislation against themselves. At least there
should be a public record as to who lobbied for what and how
it turned out. This situation is definitely not a matter of
normal "good business" practices.

(1) Response 14.
No. It should be directed equally at elected officials--These
are the persons most distrusted by the general public when it
comes to wasting their money. Note: What really is needed is
better education of all employees (especially Government
employees & corporate consultants). as to their ethical
duties & fiduciary responsibilities under the common law of
agency.

4. Analysis

While there is no clear consensus among the surveyed
educators, there are some distinct issues identified. Among
these are (1) some educators are neither emphasizing/nor
making themselves knowledgeable in the ethics arena; (2)
educators are concerned that legisiators and political
appointees/staffs are not well-covered by ethics legislation;
(3) there is disagreement on whether unique legislation is
necessary to cover those companies contracting with the
Government. The survey response rate was 21.54%, or fourteen
of sixty-five individuals surveyed.

Even among National Contract Management Association
(NCMA) members, there is concern regarding any legislation
that dictates what may or may not be considered proper ethical
conduct. Specifically, the national president submitted a

letter addressing the 1limitations on participation in

activities of professional associations and similar entities
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organized to enhance the skills and abilities of its members
[Ref. 18].

Among academicians, there is no consensus on the need
for special legislative guidelines to Government contractors.
On the contrary, those responsible for teaching ethical
business practices to the novice business student are very
much in disagreement.

Having an established ethics programs is not unique to
Government contractors nor does the existence of an ethics
program guarantee ethical conduct by any individual corpora-

tion or its agents.

C. COMMENTS

With a response rate of 21.54%, the researcher was
concerned as to why more academicians did not respond. Other
than a lack of interest in responding, those surveyed may not
have been involved in the ethics branches of their respective
business programs or their institutions did not have a well
defined ethics training program which they felt to be a
foundation for answering the survey questions. The Ethics
Resource Center conducted a survey of American business
schools and published the results in February 1988 [Ref. 12).
The report was a study of the content and scope of ethics
education in the nation’s accredited graduate and under-
graduate business school programs. Although ninety percent
of the business schools responding indicated that ethics is
included in their curricula, the degree of emphasis placed
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on ethics varied widely and the report survey responses

revealed the absence of a generally accepted approach to

providing education in ethics. The Center’s questionnaire

surveyed deans of 208 graduate schools of business accredited

by the American Assembly of Collegiate Schools of Business and

resulted in a response rate of 46 [Ref. 19). The following

results were revealed in the Center’s report:

1.

Three-quarters of the responding deans report that
ethics is a required part of the MBA program. Three-
quarters report that it is a required part of the
undergraduate program as well.

Two-thirds of the MBA programs teach ethics by including
it in other required courses, but do not require a
separate ethics module or course. Fifty-three percent
of the undergraduate programs follow this approach.

Only 5% of the MBA programs require a separate course on
ethics. Twenty percent of the undergraduate programs
require one.

Discussion and lecture are used with about equal
frequency for teaching vthics at the MBA level. Lecture
is used slightly more frequently than discussion at the
undergraduate level.

Case studies are the primary classroom materials used
for teaching ethics at the MBA level. Textbook readings
are used more frequently than case studies in
undergraduate ethics teaching.

The most commonly addressed topics related to ethics at
the MBA level are conflicts of interest and product
liability and safety. Honesty heads the 1list for
undergraduates.

Ethical theory is the topic mentioned most frequently by
respondents as needing new or continued research.

Eighty-two percent of the 96 respondents expressed
interest in regional faculty workshops on integrating
ethics into the business school curriculum. (Ref. 20)




Based on the results of the thesis survey, the researcher
agrees with the Center’s conclusions that although there is
widespread acceptance of the idea of ethics education, there
is a variety of approaches as well as breadth and depth of
coverage at educational institutions. It is the researcher’s
opinion that these inconsistent approaches as well as a degree
of apathy in responding to surveys that led to the limited
response to the researcher’s questionnaire. 1In addition, it
should be considered that deans of educational institutions
are more sensitive to responding to an organization such as
the Ethics Resource Center than individual professors may be
in responding to a master’s student thesis questionnaire.
This may be due to the public access to the Ethics Research
Center information and a desire by deans to have their
institutions "advertised" in the most favorable 1light by
ensuring public knowledge of the existence of ethics programs

at their institutions.

D. S8SUMMARY

There 1is no consensus among academicians on the
effectiveness of 1legislation in ensuring prope: ethical
conduct by contractors. There is consensus among academicians
on the desirability for ethics standards to apply to
legislators and political appointees.

Chapter V will provide the summary and conclusions of the

research as well as recommendations for further research.
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V. BUMMARY, CONCLUSIONS AND RECOMMENDATIONS

A. RESTATEMENT OF OBJECTIVES

The area of research for this thesis was the ethics
programs, practices, and policies of both Government and non-
Government contractors. The goal was to determine .the
similarities and differences between each group, to determine
whether legislation makes a difference as to the content of
ethics programs between the groups, and to discuss the
attitudes of academicians regarding the need for special
ethics legislation for Government contractors.

Briefings by two different ethics organizations, the
Center for Applied Ethics and the Ethics Resource Center, led
the researcher to believe that the content of ethics programs
is similar among both Government and non-Government
contractors [Ref. 21 and Ref. 22). The researcher examined
this idea by reviewing the content of ethics programs,
practices, and policies of both Government and non-Government
contractors on a case-by-case basis. A numerical scoring was
applied which resulted in the identification of twenty-two
primary areas of ethics concern to both Government and non-
Government contractors. Concerns were generally consistent
between the two groups.

The role of ethics legislation was considered to be a

factor in the research; therefore, a survey was conducted of
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academicians to determine their opinions regarding existing
legislation pertaining to the practices of corporations. The
researcher found academicians divided in their opinions on the
effectiveness and the focus of ethics legislation. The

following conclusions apply.

B. MAJOR CONCLUSIONS

1. Ethics programs, practices, and policies of Government
and non-Government contractors focus on the same
primary areas of ethical concern.

The survey results indicated that the same primary
ethics areas were identified by both Government and non-
Government contractors as being areas of corporate concern.
These primary areas were discussed in each group’s policy
documents although priority rankings and the depth with which
each area was discussed differed.. The only area not included
by both Government and non-Goverrment contractors was the area
entitled "hiring of former Government employees." This area
was not covered by non-Government contractors.

2. Most ethics legislation examined by the researcher
focuses on Government contriactors; however, ethics
programs 4o not differ greatly between Government and
non-Government contractors.

Non-Government contractors have ethics pregrams even
though they are not directed to comply with stringent legisla-
tion applicable to Government contractors. Although some
ethics issues, such as antitrust laws, are covered by

legislation governing all corporations, the studied non-

Government contractors surpassed legislative guidelines in
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their ethics programs. This implies that specific legislation
is not the sole reason for the existence of ethics programs.
3. With the enactment of the 1991 Federal Sentencing

Guidelines discussed in Chapter 1, more non-

Government contractors can be expected to implement

ethics programs.

As discussed in Chapter 1II, the 1991 Federal
Sentencing Guidelines place responsibility for and give credit
to those corporations advancirg ethics training and business
conduct. More companies can be expected to "come on line"
with ethics programs in order to mitigate damages in liability
cases where they show evidence of training and business
conduct practices which favor '"good" ethical conduct.
Companies will be anxious to ensure credits against potential
penalties by complying with the Sentencing Guideline steps.

4. Aculemicians are divided on the effectiveness of
ethics legislation. There was no consensus as to the
effectiveness of ethics legislation, the focus of
lagislation, or the need for unique legislation for
those conducting business with the Government.

The results of the survey indicated that the
academicians surveyed have varied opinions. These opinions
range from total concurrence with current legislative efforts
and acknowledgement that improvemznts have been made because
of ethics 1legislation, to tctal disagreement with the
direction of ethics legislation and its results. The
academicians concurred by the majority of their responses in
only one area: legislators and political appointees should be
covered by ethics 1legislation to a greater degree than

currently exists.
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5. Not all academicians are familiar with ethics
legislation.

Three out of the fourteen responding academicians
responded that they felt unfamiliar or unqualified to respond
to the survey questions.

6. The aerospace, computers ard electronics, and
manufacturing industries responded most frequently of
the Government contractors; the aviation and
automotive industries respondad most frequently of the
non-Government contractors. There is some indication
by this that '"product" industries have ethics progranms
more frequently than service industries such as
transportation, health ssrvices, and accounting.

The Chapter III survey results indicated that more
responses were received from companies providing some kind of
commodity than those providing services.

7. The Defense Industry Initiatives identify as essential
the same ethics areas as those covered by both
Government and non-Government contractors in their
ethics prograns.

The Defense Industry Initiatives (DII) cover nineteen
ethics issues which correspond to twenty-one of those listed
by both Government and non-Government contractors. The one
missing issue is safety which the DII did not identify as an
ethics issue. This implies that regardless of whether or not
a company is a member of the DII, its ethical concerns are the
same as those who participate in the DII.

8. Conflicts of interest appear as the number one
priority ethical concern for both Government and non-
Government contractors.

The survey results indicated that 94.12% of Government

contractors and 74.19% of non-Government contractors consider

conflicts of interest to be a primary area of ethical concern.
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9. The following areas are considered to be of primary
ethical concern by a majority of both Government and
non-Government contractors:

Conflicts of Interest
Accuracy of Data, Records, and Reports

Accuracy of Invoices/Proper Payments (bribes,
kickbacks)

Business Hospitalities General

Political Contributions

Receiving Business Hospitalities

Reporting/Resolving Violations

Customer/Supplier Relationships

The survey results indicated that at least 50% of
Government contractors and at least 50% of non-Government
contractors listed these areas as primary in their ethical
concerns. Some of these areas are discussed in legislation,

such as political contributions, while others are not.

C. RECOMMENDATIONS
1. Corporate entities should standardize ethics programs,
practices, and policies under general guidelines such
as the Defense Industry Initiatives, but expanded to
include, at a minimum, all of the twenty-two primary
areas of concern currently covered in most corporate
standards of conduct and business ethics programs.
Standard accepted practices are endorsed by such
efforts as the Defense Industry Initiatives. The benefit of
standardization is uniformity throughout the Dbusiness
community in corporate expectations of their personnel and
resolution of conflicts. Business-wide standards encourage

development of formal training to meet those standards.
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Current splinter efforts result in diverse expectations,
varied standards among industry groups, and an inability to
develop formal training programs to meet the vast variety of
programs at the corporate level. Since most Government and
non-Government programs are already very similar, there is
already some impetus towards standardization.

2. Emphasize formal ethics training in all undergraduate
and graduate Dbusiness schools. Core courses
pertaining to etiiics should bLe offered in conjunction
with or as part of all decision-making modeling and
managexzent training courses.

The surveyed academicians displayed inconsistency as
to their familiarity with ethics 1legislation and
applicability. As discussed in Chapter IV, only five percent
of MBA programs require a separate ccurse on ethics and only
twenty percent cf the undergraduate programs require one.
While the cited research in Chapter IV by the Ethics Resource
Center revealed that ethics is a part of most degree programs,
methods of studying the subject differ greatly, as does the
degree of emphasis placed on ethics training at business
schools.

3. Corporations must place greater emphasis on continuing
education in othics as wvell as ensuring implementation
of athical practices in day-to-day business conduct.
Although ethics program policy documents are in place

in most Government and non-Government businesses, this does
not guarantee implementation or enforcement of ethics

programs. Some of the surveyed Government and non-Government

contractors were accused of misconduct after the
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implementation of their ethics programs. The previously
mentioned Federal Sentencing Guidelines will take into
consideration efforts by companies to train and encourage
employees to perform ethically in daily business.

4. Political appointees and legislators should be covered
by ethics legislation.

The consensus of academicians was that legislators
and political appointees should be covered by the éame
legislation as other Government employees when dealing with
contractors. Academicians expressed concern that legislators
provided privileged status for themselves by exclusions from
rules governing other Government employees. Because of "pork
barrel" legislation and allegations of political misconduct in
the news media, the public has become more concerned with the
conduct of elected and appointed Government officials than any
other group of Government employee. Existing legislation has
focused on Government procurement officials and Government
contractors. As identified in Chapter II, the proposed
"Standards of Ethical Conduct for Employees of the Executive
Branch" places very 1little emphasis on a restrictions
regarding Congress, although some are mentioned. In order to
regain public confidence, legislators and political appointees
must be held to the same standard as all other Government
employees and business persons. This is consistent with the
concept that those issuing compliance guidelines must

themselves comply with those guidelines.
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S. Prior to enactment, legislation pertaining to ethics
should be studied by ethics "experts" to determine
whether legislation is the most effective mechanism
for compliance with desired standards.

The survey results indicated that legislation is not
necessarily the only motivator for ethics programs; therefore,
legislation may prove unnecessary in some instances to achieve
the desired results. The Defense Industry Initiatives are
examples of non-legislative efforts to achieve these desired
results.

6. Where legislation is deemed necessary, all legislation
pertaining to ethical considerations should be
consolidated in order to be consistent with efforts to
simplify acquisition and contract management rules and
regulations.

Major improvements have been made to streamline the
acquisition process. In keeping with this philosophy, all
enacted 1legislation pertaining to ethics should be so
standardized and streamlined and should apply to both
Government and non-Government contractors. Such a policy is
consistent with quality management programs and does not
encourage double standards when dealing with Government or
non-Government concerns. Likewise, confusion is eliminated at

the individual corporate level as to what standards apply to

Government versus non-Government business conduct.

D. ANSBWER TO PRIMARY RESEARCH QUESTION
What differences exist between ethics programs, practices,

and policies of Government Contractors and non-Government
contractors?
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There are virtually no differences between the primary
programs, practices, and policies of Government and non-
Government contractors. Differences exist in the ranking and
the depth of coverage of each primary area of interest, but
the areas covered are almost identical. The only exception to
this is coverage of the area pertaining to employment of
former Government employees which is not discussed by non-

Government contractors.

E. ANSWERS TO SUBSIDIARY QUESTIONS

1. WwWhat are the ethics programs and policies among
Government contractors?

The programs and policies of Government contractors
included coverage of the following twenty-two categories in
priority sequence:

1. Accuracy, Correctness of Data, Records, and Reports
Customer/Supplier Relations
Competition/Competitor Relationships
Conflicts of Interest

2. Company Funds & Property
Proprietary Information
Classified, Technological, Sensitive Data
Accuracy of Invoices/Proper Payments (Bribes, Kickbacks)
Business Hospitalities General
Employec Relations
Quality

Reporting/Resolving Violations
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3. Inside Information/Securities Tradir
Business Hospitalities Government
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