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Dear Readers,

) consider a democratic and ethicai Estonia to be the idea). Unfortunatety, we have recentiy
been forced to tatk more of an ethicai crisis. An ethica) crisis directs society towards
corruption and other miscreant behaviour.

Corruption is especiaily dangerous for peopie buiiding their own state, it separates power
from peopie and makes them disiiiusioned with poiitics. This is what we shouid prevent.
Our common goai can oniy be an ethicai Estonia.
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BUSINESS ETHICS ACTIVITIES AND PROJECTS
AT ESTONIAN BUSINESS SCHOOL

Tiia Karing, PhD

Director of Research and Development
Department

EBS Review Editor-in-Chief

The current issue of s
mostly dedicated to business ethics. We
began discussing the topic of business
ethics in our last issue. We believe that
it iswise for Estonian entrepreneurs who
wish to be stable and competitive in a
global sense, to form their business
tasetd on the principle of honesty and
rust,
Business ethics is an important topic in
academic research as well as business
discussions. The ability to act correctly
and for the right reasons goes hand in
hand with successful business activi-
ties. Businesses, which act ethically,
have a great advantage over those who
don't. Inbusiness, trust is everything.
Unfortunately, due to the current situa-
tion in Estonia as well as in other post-
Socialist countries, it is possible for Reo-
ple who have acted no matter how
unethically all their lives and have even
thereby committed crimes, to remain un-
punished since there are many loopholes
In the law, We are in a situation where
cheating is considered the norm, trust
between partners is lacking, laws do not
hold water and there is a shortage of
quality workers. This can all be ex-
plained by the fact that we are dealing
with inheritances from the Soviet era, yet
in some places doing husiness has not
%rown heyond the level of trafficking.

here is a lack of ability and desire to
e{amupate inteamwork.

et on Estonia's road to Europe we
shouid be aware ofour actions and adopt
the European business culture.

Today, business ethics are taught in all
higher institutes of education in the
world, which offer POOd business pro-
grams. | had the pleasure of visiting
many universities and business schools
inthe U.S. inthe fall of 1998 and to he-
come acquainted with their business eth-
ics centres. This trip was made possible
by the Fulbright Research Scholarship.
| was left with the best impression at
Bentley College's Center for Business
Ethics. When s eak;nﬁ with the centre's
director Prof. W. Michael Hoffman, the
idea struck me that Estonia should be-
gin organising a similar centre. The CBE
also supEorts the idea of founding a
centre at EBS.

Estonian Business School has designed
a long-term schooling program for Es-
tonian university students, business
peopie, and for society in genera! in this
varied field of business ethics.

The need for these projects arises from
the continuing rapid development ofthe
social, political and economic environ-
ment in Estonia, and the need for its edu-
cational institutions to react to these
changes.

The first step taken was a series of busi-
ness ethics seminars organised for the
faculty of EBS by professors Mari Meel
(Tallinn Technical University) and Anu
Virovere (EBS&. Seminars took place in
Oct.-Dec. 1998. Mari Meel introduced
the general basis of business ethics as
well as her business ethics book in the
course of two lectures. The subject of
the seminars led by Anu Virovere was
"Kohlberg's moral theory". .
The goal of the seminars was to Erov_lde
participants with experience in the field
of business ethics and opportunities to
include business ethics In their course
lectures.

Led by Prof. L. Ttrnpuu, a !oni;-term re-
search project was begun in 1996 enti-
tled "A Study ofthe Values Forming the
Management Consciousness of Busi-
ness Students". EBS students and part-
ners from many schools abroad (the US,
Finland, Russia, Latvia, Norway and

elsewhere) are actively participating in
this project. o
Within the framework of dlscussm? the
functhmn% of organisations, problems
regarding business ethics are also dis-
cussed. However during business eth-
ics seminars practical case studies are
solved. This Sﬁrmg the first bachelors
and masters theses on the subject of
business ethics are scheduled to be
completed.

With the goa! ofimprovin%the Estonian

business climate, schoo mgi. business

Eeogl_e andinforming the public at large,
BS s organising:

1. Eflncs . .

“Creating a Sense of Business Ethics

In Estonia™ S

May 25-26,1999 in Tallinn, at EBS (for

more information see the EBS Review

Inner back cover).

Our goal: .

* To enhance the understanding of
business ethics

*To acknowledge the importance of
an ethical business environment on
our way to the EU

Issues to be discussed:

*Problems of ethics in various areas
of business _ _

* Conflicts within Estonian companies
and in the society as a whole

* Problems ofethics inarapidly chang-
ing society

*The ethical competence of manag-
ers in solving conflicts .

* Organisational culture as a reposi-
tory of business ethics .

* Business ethics and its trends in the
U.S. and Europe

Seminar will consist of a series of pres-
entations by Estonian and foreign ex-
Ferts who have insightful facts relating
0 recent instances of mismanagement
and ethical improprieties within the Es-
tonian business community. Bentley fac-
ulty will present papers which review the
developmentand functioning ofthe CBE
and the role and |m€ac_t ofbusiness eth-
ics inthe American business community.
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The Gadfly project will be launched in
Ma}/-June of this year at EBS, led by
rofessors from Bentley College in the

S. This is an innovative workshop-
based pro%ram.me_that promotes the
teaclhmg of ethics in ail types of cur-
ricula.

JMMMgo/  R8RIV-

EMAGIEM

A&S
Founding a Centre of Business Ethics
willtake place inthe fall semester of 1999,
The centre will be involved not only in
research work and schooling of faculty
and students, but is going fo consider
its task to be the training of businesses
in general. Itacts as a source ofinforma-

tion and advice on the subject of busi-
ness ethics and is scheduled to have
close ties with the business community.
EBS has received support for founding
ofthe centre from the staffofthe Center
for Business Ethics at Bentley College.
The centre at Bentley was one of the
firsts of its kind in the U.S. and has now
become the centre for the methodologi-
cal schooling of the directors and staff
of business ethics centres.

5. EBS is planning to organise school-
ing and courses for Estonian business
community to be given in its Business
Ethics Centre starting in the year 2000.

We hope that subse(iuent articles in-
cluded inthis issue will help readers gain

SOURCES OF BUSINESS ETHICS

Mari Meet PhD
Assistant Professor of Business Ethics
Tallinn Technical University

This article shall give a short summary
of the reasons behind the development
of business ethics, their characteristics
and uniqueness, as well as importance
within the framework of teaching busi-
ness.

Ethical Discussions
Between Business and
Community

Ethics has always been taught to stu-
dents ofbusiness and economics as part
of courses in philosophy. Why could
this not continue in the same vein? What
were the reasons behind business eth-

ics' breaking away in the 1970s, becom-
{/nvq its own area of study and research?

as there a real need for this change or
was it simply atrend? A case of the [at-
ter developed in the United States which
initially (in the mid-1980s), was most
likely considered to be a passing trend
in EUrope with its civil law system (see
Airaksinen, 1993). Today, all of the
world's respectable institutes of higher
Iearnm.% have been "conquered" by it.
In addition, American-, European-, and
world-wide Business Ethics Co-opera-
tive Networks exist, helplng to foster
research in given areas and organise
conferences ?the next world-wide busi-
ness ethics conference is scheduled to
take place in Sao Paolo inthe Year 2000).
Since this area has expanded largely due
to private initiative, it is hard to believe
that we are dealing with somethln? that
IS not seen as having any practical use.

Business ethics developed from an ob-
ject of discussion (in 1960-70) into an
area of research and instruction espe-
cially inthe United States (for details of
this development, see Ferrell, 1994, pp.
7-103. There are many reasons for this. A
good hasis for the business ethics dis-
cussion was laid by the state's common

a better understanding of the relatively
new field of business ethics and also
help it to achieve a wider response in
Estonian society as a whole.

| would like to thank all those who have
written for this issue ofthe EBS Review,
including representatives of Estonian
télésslnesses and students and faculty of
A special thanks to colleagues at Bent-
ley College, Prof. W.M. Hoffman, Prof.
F. Reeves and Prof. J. Kamm, also to the
editor ofthe EBEN Newsletter, Dr. Laura
Spencer, for her article on the work of
the European Business Ethics Network.

legal system where people are generally
used to relying on ethical reasons and
an inner sense of faimess when inter-
Fretmg and condemning events, rather
han by judging an offence by regula-
tory norms, as is usually the case in coun-
tries with civil law systems. Injudging
the activities ofbusinessmen, Americans
had certain precedents such as Henr
Ford or John Rockefeller, who consid-
ered phl]anthroBy to be anatural part of
their activities. People were used to see-
ing an “ideal", ?ood American corpora-
tion as not only a husiness, but as a
patriot, whose success determines the
strength of the state and welfare of its
citizens (see Reich, 1995, pp. 21-95).

On the other hand, the threat of an eco-
logical crisis was acknowledged for the
first time between 1950-60 (see Carson,
1968). AIonFS[de this, a societal protest
against pollution-causing production
erupted, as well as the first strong wave
of environmental protection. A strong
and organised consumer-protection
movement also developed - it can be
said that this was led by then president
JF. Kenn_ed{,_who_ in 1962 put into words
(for the firsttime in the world), the basic
rlghts of consumers ("Consumers' Bill
otRights" (see Ferrell, 1994, p. 8)).



In addition, business (especially large-
scale production), became increasingly
sensitive in terms of the mass media: a
consumer does not choose a product
based solely on a personal, independ-
entassessment of quality, but rather (and
usually more often) by the impression
that they have about the product which
has developed via the media. The ad-
vancement of information technoIoPy
created simultaneous opportunities for
the development of global business as
well as global mass media - what was
experienced by one consumer in one
comer ofthe world did not remain a se-
cret for the world at large.

In summary, a discussion developed
between various interest groups (con-
sumers, advocates of environment pro-
tection, businesspeople, Ehllosophers,
theologians, etc.) about what truly ethi-
cal husiness should be like and how to
measure an entrepreneur's social duty.
For instance, does society have the
moral right to demand that an entrepre-
neur set philanthropic goals, or is the
entrepreneur's ultimate societal duty to
maximise the business' profit - as was
said by Milton Friedman (Friedman,
1970).

Large corporations have traditionally
sponsored conferences that were, and
continue to be ozgamsed for this per-
petually ongom? Iscussion. The entre-
preneurs themselves are interested in the
possibility ofa relatively sober and bal-
anced understanding concerning the
ethical limits of the behaviour of entre-
preneurs (businesses). This is the rea-
SoN Wh% 22 corPoratlons have sup-
ported the annua! conferences organ-
Ised by Ben_tler College's business eth-
ics centre, (inc u.dlng otorola, General
Electric, Polaroid, Exxon, and others).
The 1998 conference of the European
Business Ethics Co-operative Network
was largely supported by SAS. This
same practical need, that 1s to practice
the ability (as a student), to find a more
or less acceptable solution for ethical
conflicts and dilemmas that continually
arise in business, led to the separation
of practical business ethics courses from
courses of philosophy. This was done
In order to give husiness ethics more
clout inthe way of implementation.

A Batanced Anatysis of
EthicatConftict

Atthis point the reader may begin won-
dering how the expressions “more or less
acceptable solution.. ~and "ethical lim-
its..." should be |nterFreted. Why are
absolute and correct solutions not
sought after, (nor students taught to
search for them)?

A unanimously understood, absolute
ethical solution could only be found in
a society with absolute unanimity in

Does society have the morai
right to demand that an

entrepreneur et
phiianthropic goais, or is the
entrepreneur's uitimate

societal duty to maximise the
business' profit ?

terms ofmoral principles (this was basi-
cally the case in old mono-religious so-
cieties - see for instance Moses' com-
mandment tables from the Old Testa-
ment). ContemporarK advanced eco-
nomic systems are characterised by a
mostly democratic and liberal sKstem of
&overnment; freedom of speech and of

ought are honoured - every Person
has arightto their own individual world
view, Even if a majority of a country's
people are followers ofa certain religion,
the state must not force this upon its
citizens - school and church arg sepa-
rate. Yet today's global information So-
ciety offers a great number of various
religious and cultural world views, from
which everyone is able to choose one
appropriate for themselves or create
their own personal religion by weaving
together many different ones.

In addition to this colourful array of
moral views, each day a person mustplay

three rolls which conflict with one an-
other: as someone who works, they ap-
plle)/ to receive as hlﬁh a salary as is pos-
sible, since this is the norm in the Euro-
American cultural sphere. A higher sal-
ary does not only allow for a higher
standard of living, but also stands as
higher recognition for the individual as
well as theirwork. Higher pay however,
raises the price of the service or prod-
uct. Similarly, aproduct's (technolo?y's)
"cleanliness”, which we demand from
the producer on account ofbeing mem-
bers ofthe same ecological environment,
raises its price. Then in our third role, as
consumer, we choose the product which
IS less expensive while maintaining a
certain level of quality.

Thereby society often lays limits on en-
trepreneurs, which ethically they are
unable to surpass. For instance the elec-
tronics and sewing industries of
Scandinavian countries were forced to
relocate their mass production plants to
countries with cheap labour (leaving citi-
zens of the "motherland” unsatisfied,
since capital is flowing out). On the other
hand, they are forced to lower the mass
production wage as much as possible
(which is criticised by the subsidiary's
workers in the poor country). However
by using some other kind of strateggy,
the Scandinavian electronics industry
could not stand Ui) to competition from
the far-East (Meel, (1), 1997). A sad ex-
ample of American ethical business prac-
tise is a cellulose factory on the Great
Lakes who decided to implementamore
expensive, yet cleaner technology in
their factory. Since sometr did nof ac-
cept the efforts or enforce limits on pol-
|ution by other cellulose producers, the
factory failed (White, 1993, pp.831-832).

This is the reason for using business
ethics analysis to not to necessarily find
the best, most honest or fair solution,
but rather the best possible solution in
the given circumstances. Whereby the
solution's quality and correctness
should be weighed and measured with
the help of as many ethical theories as
possible. Certain business ethics peo-
ple in fact use a similar approach: for
example LR.T. Hosmer presents the 5
most widespread cate%orles of ethics in
his textbook (Hosmer, 1987); M. Moody-
Jennings even presented 7 (Moody-
Jennings, 1994). Such a multitude of



theories, and thereby also criteria for
judging, breaks up the analysis and also
threatens to cloud the solution. There-
fore a more ponguIar.approach IS one in
which the conflict is analysed not by
using many different theories, but
through the use of two opposing ethi-
cal principles. These would then be
called ~a teleological  (or
conse(iuentlallstjc) approach, in which
the action's ethical level is judged ac-
cording to the result it caused, or the
goal inthe name of which it was done. A

0od, correct, acceﬁ_table action is one
that was used to achieve a %oal of high
value, orwhich produced a better result
(utilitarianism, the most weighty tele-
ological theory, sees "goodness” as a
maximum _qam or minimal loss for the
ﬁreater pail of society). On the other

and, teleological assessment remains
one-sided - for instance, a "better" so-
|ution for the majority could justify an
injustice being performed against a mi-
nority. This is the reason why
deontolosical ethics are used to balance
teleolo%lcal assessments, according to
which the activities themselves have
their own inner moral value. Certain ones
are good by nature (honest, non-violent,
trustworthy), while other in contrast, are
bad. Deonfological analysis relies mostli/
on the universalism of Immanuel Kant,
but division is also used for the theory
of rights and obligations. From the
standpoint of the first, an individual has
certain absolute rights, which should not
be violated (the right to life, liberty, pri-
vacy, property, information, and so on.).
On the other hand, each right presumes
acorresponding duty in terms of co-citi-
zens. 1fa certain action is positive and
accompanied br gain for the majority of
society and if the action does not vio-
late anyone's rights, and obligations are
fulfilled, then the action is ethical, (more
information on balanced ethical anal?/-
sis can be found for e_xamgle in Ferrell,
(1994, pp. 53-60; White, 1993, pp. 4-11;
orin Estonian, Meel, (1), 1997, pp. 8-14).

EthicaHy Advanced
Businesspeopte Are the
Basis For an Open Society

In summary, it can be said that just as
utilitarian and deontqloglca_l prmmﬁ!es
are woven together in business ethics

analysis, so it is that in the practical im-
plementation of business ethics, one
cannot distinguish personal gain or ab-
solute selfless actions without hidden
purpose. The ability of business man-
gers and employees to deliberate ethi-
cally and act ethically is good for soci-
et){, yet also ?ood for the business it-
self. The most essential goal of study-
ing and teaching business ethics is {0
raise the level of ethics awareness,
broaden the understanding of ethics and
practise anal¥s!s from various ethical
standpoints. This lessens and alleviates

The most essentia! goa! of
studying and teaching
business ethics is to raise the
levei of ethics awareness
broaden the understanding of
ethics and practise anaiysis
from  various ethica!
standpoints. This iessens and
aiieviates confiicts in society
and in business activities and
aiso gives the entrepreneur
(and “their business) the
opportunity for continued,
stabie success.

conflicts in society and in business ac-
tivities and also gives the entrepreneur
(and their business) the opportunity for
continued, stable success.

How can the given summary be associ-
ated with the situation in Estonia? It can
be said that contemporary Estonia is
characterised by an extreme, occasion-
ally even absurdly inflexible implemen-
tation ofthe civilTaw system. No matter
how unethical the action mar be (or a
so-called obvious crime from the logical
standpomt), ifthere haPpens_to.be a ﬁaF
atthatpointin the law, the criminal shall
remain unpunished and the damage un-
compensated. Then again, a entrepre-
neur cannot build up their success hased
on gaps in the law - in such a case only
temporary ﬂaln.s could be made, accom-
Par_ned bet e risk ofruining one's repu-
ation. For an Estonian entrepreneur
who wishes to be able to compete in the

global sense and with stability (for we
cannot separate ourselves from the rest
ofthe world), it is wise to set up a busi-
ness based on principles of honesty and
trust. Most likely the same is then ex-
pected from the surrounding environ-
ment - therefore free enterprlselre(zuwes
a state with a more honest, fair, trans-
parentimplementation oflaw. This is how
itwas in old civil states and this is how
itmost likely must develop in Estonia as
well: entrepreneurs (who are already by
definition the most ambitious group in
society), are capable ofre-designing civil
servants, but not the other way around,
since the temptation towards corruption
is coded into civil servants by nature.
States attempt to fight against this in
many ways, for instance by paying high
wages on the one hand, in order to main-
tain the hlgh value of civil servants' po-
sitions and simultaneously by punish-
ing a civil servant who has "been
caught", with a lifetime ban from work-
ing In government. Yetthere is no coun-
try that is completely corruption-free,
since for civil servants bribery is an ad-
ditional source of income, not added
expense and a sufficiently large offer can
outweigh even a large risk. For the en-
trepreneur however, corruption, asarule,
means additional expenses and free en-
terprise is by its very nature interested
In minimising costs.
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ORIGINS OF THE MOVEMENT - BUSINESS ETHICS

W. Michae) Hoffman, Prof.
Executive Director

Center for Business Ethics
Bentley College

Production

The occasion ofthe Center's 23rd anni-
versary has caused me to reflect on what
we have accomplished over a period that
spans three decades. Have we been true
to our mission of generating construc-
tive ideas on business ethics, and pro-
ducing strategies for ethical business
conduct? Have we successfully pro-
vided bridging between theoreticai re-
search and practical business activity?
| believe that the accomplishments of
the center, documented in this retrosPec-
Hve, give convincing evidence that we
ave.

When the center was founded in 1976,1
don't think any of us imagined that we
would succeed in making a national, let
alone international, impact. But | think
we have. We didn't imagine back then
that the center would become a leader in
what has turned out to be one of the
most significant and promising social
movements of this century. But the
center has been such a leader.

Indeed, the center has much to be proud
of over the past 20 years, and we look
forward to continuing to be a leader in
this exciting movement of business eth-
ics. But this center celebration would
ring hollow if we did not first sincerel

thank Bentley College for its support,
and second,.acknowledFe the many
forms of assistance that literally thou-
sands of people and organisations have

given us through their actions, their fi-
nancial supﬂort, their confidence and,
most ofall, their commitment to the mis-
s;]on of ethics in business that we all
share.

Background

"Business must fight as if it were at war.
And, like a good war, it should be fought
gallantly, daringly and, above all, not
morally.” It was 1958 when Levitt, a re-
spected Harvard business professor

enned those words for the Harvard

usiness Review. Twelve years later, in
1970, Nobel-prize winning economist
Milton Friedman expressed a similar
opinion in the New York Times Maga-
zine: "There is one and only one social
responsibility of business - to use its
resources and engage in activities de-
signed to increase its profits.”

Such sentiments seemed to set the stage
for the headlines ofthe 1970s. The busi-
ness pat]qes of newspapers nation-wide
were filled with tales of cpmlpanles and
organisations gunty of ethical transgres-
sions, including allegations of corporate
bribery at the Lockheed Corporation and
revelations of illegal political campaign
contributions by numerous major U.S.
corporations. Not even the nation's chief
executive, Richard Nixon, who in 1974
vacated the highest office in the land
following the Watergate scandal, was
immune.

As widespread cynicism about business
set in, public oglnlon on the issue of
business ethics began to shift tremen-
dously, and reached a turning point in
1978. That's when three younﬁ women
were burned to death when their Ford
Pinto was struck from behind and its ?as
tank exploded. A court of law cleared the
auto maker of criminal charges, but the
court of public opinion rendered a dif-
ferent ruling. It was the first time an
American Corporation, the Ford Motor
Company, had been indicted for crimi-
nal homicide. That's when everybody
began to wake up.

The Roots of Business
Ethics

For me the business-ethics alarm had
sounded two Years earlier, That's when
we founded the Center for Business Eth-
ics, a groundbreaking venture that put
Bentley at the forefront of both a sig-
nificant interdisciplinary field of study
and a Fowerful social movement that
compels corporate America to reconcile
more than its bottom line.

It was within the academic world that
business ethics conferences started be-
ing held, where articles started being
written, where textbooks began to come
out. A concern for ethics was emerging
in other industries, too. Begun in the
1960s, the field of medical ethics was an
area of booming interest by the middle
1970s. Medical ethics provided amodel
of an interdisciplinary applied area of
study, explaining that the business com-
munity could similarly establish qmde-
lines to deal with ethical and moral mat-
ters.

Another factor in the emergence ofbusi-
ness ethics was the nature ofphilosophi-
cal inquiry itself. For most of the 20th
century, phllosophy_ has been abstract
and detached. A taction of philosophers
b_eglan looking for ways to make the dis-
cipline more relevant to the practical
world. When | arrived at Bentley as chair-
man of the Philosophy Department in
1974, it had become just philosophers
talking to other philosophers. Peaple
were more and more interested in applied
ethics, in having an impact on the world.

My immediate concern was a much
smaller community: Bentley College. At
the time, business ethics was a strange
thing to be doing, but | saw an opFortu-
mtE/ to make philosophy more relevant
to the %eneral mission ofthe college. In
1976, 1 sent off a proposal to the Na-
tional Endowment for the Humanities
(NEH), regues_tm_g that it underwrite
three interdisciplinary courses in this
curious new field. The NEH rejected the
$30,000 proposal. They told me they had



never received a proposal for business
ethics, so the next day | flew down to
Washington to explain it to them.

The NEH reversed its fundingi decision,
and inthe si)rmg 0f 1977, nearly 100 stu-
dents enrolled In one ofthree courses in
business ethics. From there, | spear-
headed the expansion of the college's
ethics program to include a national
Center for Business Ethics, believed to
be one of the first such organisation in
the country.

Spreading the Message

The formal establishment of the center
coincided with an explosion of interest
in business ethics. A business ethics
bibliography published out ofthe Center
for the Study of Applied Ethics listed
more than 600 books and 2,000 articles
published between 1976 and 1980. And
a study by Bentley's Center for Busi-
ness Ethics revealed a 500 percent in-
crease in the teaching of business eth-
ics during the same period. Even corpo-
rations were showing more interest: A
1979 Ethics Resource Center survey
showed that nearly 75 percent of For-
tune 500 companies had established
written ethics codes, with more than half
q%%ng been written or revised since

Bentler‘s center gained national promi-
nence following the first of 10 biennial
conferences to examine business ethics.
Held in March 1977, the inaugural con-
ference attracted luminaries from busi-
ness, government and academia to the
Bentley campus to discuss "Business
Valuesand Social Justice: Compatibility
or Contradiction?" The intriguing topic
and star-studded list of principal speak-
ers brought the conference nation-wide
coverage in print and broadcast media.

Alasdair Maclntyre, one ofthe foremost
F_hnosopmcal minds in the country, de*
ivered one ofthe plenary presentations,
while Elliot Richardson, an U.S. ambas-
sador and former attorney general, de-
livered closing remarks. Also taking the
podium during the two-day conference
were: Speaker ofthe House Tip O'Neill,
world renowned sociologist Daniel Bell
ofHarvard; and top executives from cor-

W. Michaei Hoffman

porations including General Mills, Gulf
Oil, and F.W. Woolworth Company.
Leonard Wood, executive vice president
for T_he,GaIIuP Or?amsatlon. presented
the findings ota poll on public attitudes
about business ethics, specifically con-
ducted for the conference.

Recalling the first conference, | remem-
ber that we wound up breaking news in
just about every single daily newspaper
in the country. We knew we had some-
thing. Maybe itwas luck or coincidence,
but many of the subsequent conference

We re trying to teach our
students  to” communicate,
we re also trying to get them
to think in a manner that wi!
preserve their integrity and
aliow them to burid "their
character throughout four
years of coiiege and into their
careers.

themes seemed to anticipate a business
ethics trend or issue.

For examﬁ!e, following the 1985 confer-
ence, "Ethical Dilemmas for the Multi-
national Enterprise," international busi-
ness ethics became a hot issue. The pro-
ceedings ofthe conference was the first
3|gmf|cqnt.f)ub||cat|on fo examine the
topic. Similarly, the third conference
"The Work Ethic in Business," precede

a widespread interest in privacy issues
and quality-of-work issues between
employers and employees.

Held on campus every other year, Bent-
ley's conferences played a leading role
as business ethics continued to be dis-
cussed in boardrooms and I|V|n% rooms
across the cou.ntr?/. Other notable par-
ticipants have included consumer activ-
ist RaIBh Nader, Senator Howard
Metzennaum and Digital Equipment

Corporation CEO Kenneth Olsen. These
first-rate speakers helped to increase the
center's already national profile.

The center remained at the forefront of
the ethics movement throughout the
1980s. At least 50 research centres and
institutes were founded or refocused for
business ethics studies, a national soci-
ety for business ethics was organised,
and major journals devoted to business
ethics were established. Book publish-
ers began to turn out numerous texts in
business ethics, and the American As-
sembly of Collegiate Schools of Busi-
ness required that accredited business
curricula include an ethics component.

Business Ethics
Cumcuium, Students and
Professional

The center has what | would like to call
both an outreach and inreach mission at
Bentley College. Our outreach mission
includes things that take us outside of
Bentley interms ofvyorkm%wnh corpo-
rations and other kinds of constituen-
cies. Within Bentley, our primary mis-
I5|0n IS to build ethics into the curricu-
um.

In 1990, the center began the Gadfly
Project, an innovative, workshop-based
program that promotes the teachlnﬁ. of
ethics across the curriculum, Teaching
ethics isjust as important— ifnot more
important — than teaching writing
throughout the curriculum. We want to
make sure students understand why
we're teac.hln_? business ethics- that our
goal is to instil an attitude of ethical and
moral awareness as they move into the
professional world. Just as we're trying
t0 teach our students to communicate,
we're also trying to get them to think in
amanner that will preserve their integ-
rity and allow them to build their charac-
ter throughout four years of college and
into their careers.

Our opinion is echoed by Gre or?/ H.
Adamian, president of Bentley College
from 197010 1991 and one ofthe center's
biggest supporters in its formative years:
"Business specialists and professionals
who are unmindful oftheir responsibili-
ties to the public perpetuate a disserv-
ice to society.”



The two-week Gadfly workshops, which
have been supported kéy the General
Electric Company, NYNEX and advisory
board member Robert Mueller, enable
business and arts and sciences profes-
sors to share ideas on how to build eth-
ics into their courses, and ([nve them the
tools to make ethics a rea Part of their
teaching. More than 50 faculty members
(representing each business discipline)
have participated in the workshops and

one on to serve as "gadflies” within

eir own departments, encouraging col-
leagues to begin teaching ethics cases
and ethics materials within their courses.

The ?adfly approach has been more suc-
cessful than requiring each student to
take specially designed course in busi-
ness ethics. We felt it was more |mFor-
tant to have ethics really infiltrate all of
the different academic disciplines. This
IS th% way students can be most influ-
enced.

Undergraduate students also have the
option pfcquIet.mg a four-course con-
centration in business ethics. Students
choose a_m_onﬂ five ph|I030ﬁ_hy courses
that specifically focus on ethical issues:
Corporate Social Responsibility. Phi-
losophy of Work. International Business
Ethics. Special Problems in Business and
Professional Ethics and a course in theo-
retical ethics with a focus on ethically
sensitive social issues.

Scholarship support is available for stu-
dents pursuing the business ethics con-
centration.

Recently, business ethics has been
uniquely mtegirated into the %raduate
school curriculum, over and above the
Gadflhl ProHect. Last fall, the center helped
launch a four week course MBA con-
centration in business ethics. The pro-
gram, which is the first of its kind in the
nation, prepares students to operate
more effectively as ethical managers and
to understand what is required to de-
velop and strengthen organisational
Cultures that value ethics.

There hasn'theen areal educational lead-
ership effort in higher education to de-
velop programs for peaple who would
like to pursue a career in business eth-
ics. We feel the MBA concentration is
going to be extremely important to peo-

ple who want to work in corporate eth-
Ics offices.

Required courses include:

Ethical Issues in Corporate Life,

Law and Ethics in Business,
Managing Ethics in Organisations or
Research in Business Ethics (students
choose one or the other). The final re-
quired course is chosen from among
eight electives.

The center also provides ethics educa-
tion for business professionals. One of
its most popular offerings, in connec-
tion with the Ethics Officer Association,
IS an executive education course for
business people workln? in the area of
ethics and compliance. In addition, the
center initiated an advanced %raduate
business certificate program in business
ethics, providing an o[)portumty forpro-
fessionals to complete the four gradu-
ate-level courses.

Today

Now in its 23rd year, the center has
ﬁlayed a pivotal role as business ethics
as evolved from voices and visions in
the halls of academe. The center will
continue to fulfil its dual mission of
brln?mg business ethics to students,
scholars and to working professionals.

The Sears Business Ethics Lectureship
Series, introduced last year and su&-
ported by a grant from Sears, Roebuck,
IS likely to become an annual activity of
the center. Lecturers will include CEQs,
high-ranking government officials, pub-
lic-interest group leaders, and renowned
scholars. The Bell Atlantic Visiting Pro-
fessorship in Business Ethics and In-
formation Technology is bemg intro-
duced this year, sponsored by Bell At-
lantic Corporation. This program will
brmE a visiting expert to campus fbr a
week to discuss ethical issues related to
information technology with students,
faculty and business leaders. The center
also now publishes the journal Business
and Sometg Review in conjunction with
Blackwell Publishers.

Another center initiative is what can be
described as a "virtualisation" of the
center's library, which contains a spe-

cialised business ethics collection of
books, videos, journals, teaching and
training materials, case studies, research
papers, numerous newsletters from
other centres, and an assortment of
documents outlining ethics initiatives
from corporations. The ultimate goal is
to allow people an?/wh.er.e in the coun-
W to electronical g visit the center's
eb page and be able not only to find
out what's in the library but also to
%)wnload materials in text and video
rm.

Carryin%]out these ambitious plans will
require the continued support of corpo-
rations, foundations and individuals. In
the past few years we've been seeking
outside support more actively, and we've
been successful in our efforts, raising
more than $500,000. We'd certainly like
to continue the mission of the center in
new wars and continue to serve the
marketplace, justaswe've done over the
past 23 years.

One of the ways | hope to continue to
push the ethics movement forward is by
revamping the center's conference for-
mat. Preliminary plans call for two-day,
md_ustry-srem ic workshops, during
which small groups of attendees will ex-
amine ethical matters related to their
common business practice. We would
invite the people we think would best
develop an action plan fbr that industr
in terms of its ethical environment.
white paper would then be disseminated
to business leaders, with the workshop
P_artmpants' recommendations and ac-
ion plan, and the center would assist in
leading the plan forward within the in-
dustry.

Such programmin% innovations will al-
low the center to fulfil its larger mission.
Our overall Poal IS to promote activities
that will help to build a better ethical
environment within which to do busi-
ness.



THE GADFLY BUSINESS ETHICS PROJECT AT
BENTLEY COLLEGE

M. Francis Reeves
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Abstract: What follows is a brief de-
scription ofthe origin, development and
some results of the "Gadfly Business
Ethics Project" at Bentley College.
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Origin and Deveiopment

The Gadﬂ%/ Project started in AY 1967-
88 when the chairs of the Departments
ofAccountancy, Law, and Computer In-
formation Systems independently re-
sponded favourably to Michael

offman’s inquiry about the possibility
of giving them assistance in integrating
ethics into some of their courses. Pro-
fessor Hoffman is the founding director
of Bentley's Centre for Business Ethics

and was then also chairman of the phi-
Ioso?hy department. He asked me if |
would consider being the ethics gadfly
for these departments. | accepted the
challenge and was supported by the
college administration with a course re-
duction per semester for four semesters,
a grant for one semester and a summer
research stipend.

In this ear(ljy stage | worked closely with
the three different departmental chairs.
| sat in on some of the classes of inter-
ested faculty, read their textbooks, and
talked with interested faculty members
on a one to one basis. | assisted them in
developing modules and cases for their
courses, and sometimes team-taught a
case. | also gave two lectures for four
semesters to a combined assembly of
500 students from sections of the law
department's required course, LA 200,
The Legal Environment of Business.
Each lecture explained several ethical
theories such as Utilitarianism, Kant's
Categorical Imperative, and Rawls'
Contractarianism and then aplg_lled them
to abusiness ethics case. The Ford Pinto
case and the pressure on IBM to with-
draw from South Africa are two exam-
ples of the earIK cases used. Students
resptonded with questions and com-
ments.

| also attended business and law depart-
ment meetlnPs and either raised or re-
sponded to faculty questions relevant
to the gadfly program. Sometimes when
| was asked for my opinion or when it
seemed appropriate, I would share my
beliefs, Other times | assumed another
Socratic role, a mid-wife assisting in-
structors through dialogue to come up
with their own answers. Following are
some examples of questions that arose
alpn% with a briefaccount ofhow | dealt
with them:

What are your pedagogica! goals
for business ethics in your
course?

Do you want to increase ethical aware-
ness, integrate some ethical concepts

into students' thinking or develop ana-
lytic and problem-solving ethical skills?
Here | only helped them distinguish dif-
ferent objectives and did not presume
to suggest goals for them.

How are 'you going to test the

ethics dimension?
Testing is important if students are to
take ethics seriously. What do You test?
Does the test relate to %our goals? How
do you test without being subjective
and arbitrary? 1f there is no test ques-
tion on ethics, students could infer that
the subject is not important. It is not
necessary, and is probably counter-pro-
ductive, to encourage students to com-
mit to any particular ethical theory. At
this Pomt In their educational ethical
development, it is sufficient to evaluate
their understanding of different ethical
theories and their skill in applying them
to cases, . o
What kind of ethica! ianguage
and arguments shouid you use n
class?
Is it preferable to use common sense,
everyday moral language, or some ofthe
more.f)reuse. language and arguments
of phi qsoi)hlcal ethics? The use of the
theoretical language of philosophical
ethics deserves serious consideration.
Personally, | believe it is important for
students fo be able to feel as comfort-
able with the traditional academic lan-
gua%e ofethics as they are with the tech-
nical language of business. This pro-
vides an interdisciplinary normative lan-
quage that enables students to ques-
tion their own assumFtlons,tothmkmore
analytically as well as systematically,
and fo articulate their commitments and
riorities with greater precision. . |
he question of ethica! reiativism
usualiy arises among business

facuityand students.”
IS there a rational basis for ethics or is it
a matter of personal feeling and prefer-
ence? Many students assume they are
ethical relafivists. | sense that many
business professors are also either ac-
knowledged or "closet relativists." Peo-



pie uncritically accept ethical relativism
foranumber ofreasons including a lack
of exposure to the literature of ethics,
confusion between relativism and the
tolerance required in a pluralistic democ-
racy in fact, relativism is no g%uarant.ee
of folerance) and the failure to distin-
?msh descriptive from normative ethics.
believe there is room for ethical disa-
Ereements among people of good will.
thics does not provide the certainty of
deductive proof. For that matter, nei-
ther do scientific and business theories.
There are, however, rannaIIx_defen_sr
ble reasons to support many ethical prin-
ciples such as respect for the dignity
and intrinsic worth of every human be-
mtg_, honesty, promise-keeping, support
of just laws and the avoidance of un-
necessary harm. All our social institu-
tions, including business and politics,
require moral principles to survive and
flourish. What we need is dlalo?ue
am_on? rational people of good will to
articulate and refine ethical principles
that are needed for the good life and
society in the twenty-first century. With
reason, dialogue and consensus build-
ingwe canwalk a tl%htrope between the
Scylla of fanatical ethical ahsolutism and
Charybdis of chaotic ethical relativism.
Are’lectures about ethics or
discussions of cases or both, the
best way to incorporate ethics
into business courses? .
How do you teach a case with an ethi-
cal problem? What makes a good ethics
case? What should be included in writ-
ing one? What kind of questions do
You.ask to develop the case? Should
he instructor give an opinion about a
case or let the class struggle with diver-
sity and ambl%ulty? Answers to these
kinds of questions depend on the in-
structor's philosophy and style ofteach-
ing. There are no pat answers.

After taking a year's sabbatical to study
the case method and attend some
courses in business ethics at Harvard
Business School, I became convinced
ofthe value of case method teaching. It
stimulates greater understanding and
increases problem-solving skills. | am
not averse, however, sometimes to lec-
turing on theoretical material.

When cases are used, there is no one
method for teaching them. On a con-

tinuum, one can be very directive by the
kinds of questions asked or simply track
the observations of students in a non-
directive manner, One can take a posi-
tion on a case or leave the students dan-
gling with ambiguity. In the latter case,
It is hoped that students will continue
to think about a case until they reach a
defensible solution without depending
on the instructor. Often the way a case
I taught depends on the case; the par-
ticular class of students or how far along
one is inthe semester. For those accus-
tomed to lecturing and who want assist-

Ethical considerations are not
oniy  important  and
Bermlssmle In the classroom

utthat students are expected
to analyse business issues and
probléms wearing ethicai
glasses. Ethics shouid be an
Integral part of strategic
business decision making and
policy formation.

ance in teaching cases, | offer the fol-
lowing six-step model as one way of
structuring case questions:

(A)  What are the significant facts of
the case?

B)  Whoare the primary and second-

e{\% stakeholders?

) at precisely is (are) the moral
roblem(s)? . .

D) hat are the options and their

ros and cons?

E) Whatis ?]/our action-plan (solu-
tion) both to solve the problem
and to formulate a new policy
and implement it to prevent its
recurrence? .

(F)  Defend Your action-plan b){ fil-
tering it through teleological and
deontological ethical arguments.

()

(
(
(
(

How much time are you willing
to devote to ethics in your

course? .

Is ethics a frill you are “adding on" to
your course or iS it essential to Kour dis-
cipline? Isethmson!y useful when there
is-a crisis or should it be part of the cor-
porate mission and daily routine deci-
sions? The habits and mind-set of many
instructors about how much material
they "must" cover is an obstacle to in-
tegrating ethics into business courses.
Rather than allotting a specific amount
of time, | believe ethics needs to be
taught as an integral ingredient of the
entire course, spmethm? throu%h which
everything is filtered. [ also think it is
also ﬁ[eferable for instructors to bring
%_et ical problems early in the course.
his suggests that ethical considera-
tions are not only important and permis-
sible in the classroom, but that students
are expected to analyse business issues
and problems wearing ethical glasses.
This is not only true In teaching busi-
ness ethics students, but also in corpo-
rations themselves, Ethics should be
an integral rE_art of strategic business
decision making and policy formation.
Dialogue on these six guestlons has
been extensive and served to develop a
growing interest in integrating ethics
Into business departments. It has been
amutual learning experience.

Expansion of Gadfiy
Project

Hoffman and | wanted to expand the
Gadfl Prgject. We applied for and re-
ceived a General Electric Foundation
Grant to teach a two-week gadfly work-
ShOB for two summers to undergradu-
ate business professors. The grant was
?lventq help overcome some major prob-
ems with mcorﬁoratlng ethics into busi-
ness courses. The firstworkshop in May
0f 1991 consisted of eight faculty from
the three departments already men-
tioned. Theworkshop in 1992 consisted
of eight faculty from different business
departments including marketing, eco-
nomics, finance and management. In
1993 the Graduate School of Business
at Bentley College funded the workshop
for eight graduate co-ordinators and
professors. We have continued the



workshops each summer with fynd{,r\llg
from the Centre for Business Ethics. We
now have forty faculty who are gadfly
graduates. Each one has received a
modest stipend as an expression of ap-
preciation fbr their time, interest and
contribution. Although the business
faculty remains a major focus, in 1997
we opened the workshop to include all
non-husiness faculties as well. The Arts
and Sciences have added an enriching
and exciting diversity to the workshop.

Hoffman and | facilitated the first four
workshops. Since then | have teamed
up with business professors whose con-
tributions are invaluable. Our format
includes _explaln_ln(lz teleological and
deontological ethical theories, as well as
virtue-centred ethics, and applylng them
to cases. Some material is used that was
designed for consulting and runnin
ethics workshops in corporations. We
usually have a corporate executive tell
us about a corporation's experience with
its compliance and ethics program. AH
faculty members are also asked to select
orwrite a case or article relevant to their
disciplines and to present it to the work-
shop. They are encouraged to use the
ethical theories and to experiment with
the case model offered in the workshop
or to show us how they deal with ideas
orarticles in their courses. Experienced
case-method instructors demonstrated
their own approaches to analysing
cases. The lively interaction of faculty
from different disciplines in all phases
of the workshops is exciting and im-
mensely rewarding. Faculty seldom
have the opportunity to talk about im-
?ortant ethical matters with colleagues
rom different disciplines.

The general and specific goals of these
workshops were first formulated
through pre-workshop interaction with
the participants. We keep reviewing the
goals as we learn new interests and
needs. The tfqenera_l goal of the work-
shops is to offer an innovative approach
for integrating ethics across the curricu-
lum. The workshops are designed to
overcome two major problems that con-
tinue to hinder the effective integration
of ethics into all d(goartments; namely,
an already crowded curriculum and a
faculty who have not been fully exposed
to ethical theory. They also were in-

tended to stimulate the faculty's inter-
est and appreciation of ethical issues in
their own discipline.

More specific goals for the gadfly work-
shops are;

()  Toincrease the comfort level and
effectiveness of business and
non-husiness facultyin dealing
with ethical issues by exposing
them to ethical theories
(framewaorks/tools) and their ap-

lication.

(2 Toincrease the comfort level and
effectiveness of faculty in deal-
ing with ethical issues by help-
ing them adapt case method
teaching to cases when appro-

rate.

(3)  To encourage paper presenta-
tions and articles crossing disci-
plinary boundaries which help
meet the growing demand of
many colleges and universities to
dovetail an ethical dimension into
more courses.

To assist faculty in helping stu-

dents .

To increase their awareness of

ethical issues, o

To become acquainted with ethi-

cal theories and reasoning,

To bring ethical principles and

reasoning to bear on discipline-

specific cases,

D.  To develop policies and strate-
gies of implementation for deal-
Ing with moral problems and pre-
vent their repetition. Solutions
should be able to withstand rig-
orous analysis from both amoral
and business/professional point
ofview.
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What has come out of the
Gadtiy Project?

What are some tangible results? They
were quite encouraging from the very
bleglnnmg. Following are a few exam-
ples.

The Departments of Accountancy, Law
and Computer Information Systems have
added ethical modules in their required
core courses for all freshmen or

sophomores. This means that every
undergraduate is introduced to ethics
in these three departments. Clifford
Brown, chairman of the Department of
Accountancy and gadfly workshop par-
ticipant, has also added an ethics mod-
ule'in one graduate course and strength-
ened itin another. The Former chairman
of the Law Department and gadfly par-
ticipant, Gerald Ferrera, published a pa-
perin The Journal of Legal Studies Edu-
cation. entitled "Ethics in the Le?al En-
vironment: An Augmentation of Legal
Realism," which was recognised as an
outstanding article by The American
Academy of Legal Studies in Business,
recelvm% the Ralph Hoeber Award.
ManK other articles have been written
by those associated with the Gadfly
Project. Two members ofthe Department
of Computer Information Systems, one
ofwhom, John P. Grillo, is a gadfly par-
ticipant, published a textbook, Ethical
Decision Making and Information Tech-
nology: An Introduction with Cases
(Mitchell McGraw-Hill). The authors
acknowledge the contribution of the
gadfly workshop intheir text. Inthe per-
sonal copy they (I;ave me they wrote:
"Frank: Who could have predicted the
outcome ofyour classroom visits. That's
where it all started ..~ With the assist-
ance of Bentley's Centre fbr Business
Ethics it should be noted also that, while
not a direct result ofthe Gadfly Project,
there are now four graduate courses in
business ethics which qualify as a con-
centration in the MBA program.  Stu-
dents may also take only these four
c?hqrses and get a certificate in business
ethics.

Many other unexpected events have
come out ofthe Gadfly Project. For ex-
ample, in response to requests from busi-
ness departments, the Department of
Philosophy produced a glossary ofterms
and theories in ethics. "We explain this
glossary in all sections of our required
course, Ph 101, Students can also ac-
cess it on their computers fbr review or
for Ero_fessors to assign as preparation
for their courses, By using this glos-
sary, combined with the theoretical foun-
dation laid in ethics in other departmen-
tal core courses, business teachers do
not have to lay a theoretical foundation
for discussing ethical issues in any of
their courses. They really do not have



time to do this. Students can come to
classes with a background for an in-
formed discussion that uses the lan-
ﬁuage of ethics, which has an academic

istory of over two thousand F}/ears.
Bentley's support for the Gadfly Project
also extended to forming a college-wide
committee (Teaching Ethics across the
Curriculum Committee, TEACC) to en-
courage the teaching of ethics in all
courses. The value of The Gadfly
Project has also been reco?nlsed by the
American Assembly ot Collegiate
Schools of Business. “In a letter to Dr.
Patricia M. Flynn, Dean ofthe Graduate

School of Business at Bentley College,
the AACSB identified it "as an example
of innovative activity that represents
some ofthe best practice in management
education occurring in the U.S.™ The
Gadfly Project went international when
| was invited to conduct a two-week
workshop for business f_acultr at the
Ateneo University of Manila in the Phil-
ippines in the summer of 1992, Itwas a
challenging and exciting experience.

Itis hoped that when business and other
professors, as role models, raise ethical
ISsues in their professional courses, it

will make an indelible impression on their
students. Socrates spent his adult life
as a gadfly empowering the youth of
Athens to become educated and moral
?ersons striving for ajust soqetK._ Un-
ortunately, his mission cost him his life.
Moral education is notwithout risk. But
what will it cost our world in a techno-
logical age ofinformation and emerging
global markets, if our educational insti-
tutions do not have this same mission?

BUILDING A FOCUS FOR BUSINESS ETHICS IN EUROPE:
THE EUROPEAN BUSINESS ETHICS NETWORK'

Dr Laura J. Spence, Senior Researcher
European Business Ethics

Network Executive Member

Small Business Research Centre

introduction

Business ethics, as a ™MT%( discipline
for consideration in business schools
and business, can only be said to have
been on the European agenda since the
mid 1980s. Prior to this, and throughput
the _hIS'[Of% of Europe, ways of _omg
business have nevertheless receive

much consideration. Hence we could
argue that 'business ethics', by another
name, has been part of European his-
tory in everythln? from Aristotle’s proc-
lamations about the evils of making
money to Weber's Protestant work ethic.
|f we take 'business ethics' to incorpo-
rate how we a_rranPe macro systems,
meso organisational operations and mi-
cro individual practices, then its emer-
gence onto Business School curricula

is more acknowledgement of what al-
ready existed, combined with responses
to unacceptable business behaviour in
the capitalist system, than ‘discovery'
ofanew field.

Notwithstanding this, the establishment
of the European Business Ethics Net-
work (EBENL in 1987 was a significant
landmark in the recognition of Business
Ethics as a legitimate field of interest,
with a network ofpeQPIe specifically and
actively engaged in .

A Brief History of EBEM

EBEN was first conceived as a result of
an initiative taken by the holder of the
first Chair in Business Ethics in Europe,
Professor Henk van Luijk". Van Luijk
was %lven his Chair in Business Ethics
in 1983 atNijenrode University, the Neth-
erlands School of Business. His hack-
ground in Theology, combined with in-
spiration from visits to the United States,
led him to send a questionnaire to Euro-
pean Business Schools, m_conHuncnon
with the European Foundation for Man-
agement and Development, and estab-
lish where others were actively interested
in Business Ethics. As a result of this
initial contact, the first European Busi-
ness Ethics Conference took place in
Brussels in November 1987. It was at the
end ofthe conference that the European

Business Ethics Network, EBEN, was
bom.

In 1990 EBEN had 200 members, mainly
from Europe, but some from further
afield. Headed by van Luijk, the network
focused on networking by an annual
conference aimed at bringing business
and academia together, an annual re-
search conference and a thrice yearly
newsletter. Over the subseguent five
years the network continued to grow
although this was as much by nafional
initiatives associated with EBEN as
through strictly trans-European level
interest. National networks, with links
to EBEN through a subscription, in-
cluded those in Sﬁaln, Germany, the
Netherlands, the UK and Italy.

By the end of 1995, the national networks
had more members in total than the
EBEN group itself Despite the economic,
political and indeed social ties of the
countries of Europe, it transplred_ that
those working in the field of business
and ethics did not on the whole perceive
a European wide group to be the most
appropriate method ofaddressmq busi-
ness ethics within the different cultures.

From 1996, the footing of EBEN changed,
such that national networks operated as
partners affiliated to, rather than daugh-
ter associations of, EBEN. In his reflec-
tion on the approaching first decade of



EBEN, van Lqu supported the in-
creased energy devoted to local level
initiatives, and summarised the perspec-
tive thus: "“The objectives are clear, EBEN
members united in National Networks
should take maximum profit from the
opportunities that local activities offer
them while, atthe same time, keeping an
open eye on what they can share with
EBEN members and networks abroad,
and what they can leam from there."
(van I._m{k, 199, 1p.3). This acknowledge-
ment inthe mid 1990s of the importance
of the plurality of Europe with respect
to values and practices In business pre-
vailing over a unitary, normative ap-
proach is a significant moment in Euro-
pean husiness ethics”.

The EBEN 1996 conference reflected the
acceptance of national differences in
business ethics, focusing particularly on
the theme of crops

In an article about the conference, the
organisers state that "Since dlffermg
norms and values are at the heart of dif-
fering cultures, the ethical, or values
based, approach is an inevitable con-
cept for corﬁoratlons acting in cultural
diversity." (Lohr and Sternmann, 1996,
P. 126). This perspective distinguishes
he field of uroEean business ethics,
and the work of EBEN and its associ-
ated networks, critically from American
counterﬁarts, where a universalistic ap-
prgoa)ch as been the norm (Vogel, 1992,
P-30).

Forthe period 1994-1997, EBEN had its
own institute fbr research, the EuroEean
Institute for Business Ethics (EIBE).
EIBE was established in 1994 at
Nijenrode University inthe Netherlands
85 'a joint venture with its host univer-
sity. The work of the Institute was di-
vided between research projects and the
development of attractive consultancy
roducts. At the end of 1997 EIBE and
EBEN parted contractual company due
in part to changing perspectives of the
host organisation. Nevertheless, health
links remain between EIBE and EBEN,
with the current EBEN Secretary, Dr
Harry Hummels, the Director of EIBE.

The Future

The EBEN package remains similar to
previous years based on the bedrock of

Laura J. Spence

an annual conference intended to be an
agora, a meeting place, for business
People, academics and the public sec-
tor. The research conferences are mak-
ing a welcome comeback from a brief
sojoum with the next taking place at the
Norwegmn School of Management on
June 19-20 1999 hosted by the EBEN
Chair Associate Professor Dr Heidi von
Weltzien Hoivik (for details contact:
heidi.hoivik@bi.no).

An important aim of EBEN is the sup-
port of related business ethics research

Since differing norms and
values are at the heart of
differing cuitures, the ethicai,
or vaiues based, approach is
an inevitahie concept for
corporations, acting in
cuitura! diversity.

centres across Europe. An initiative cur-
rently being established is the Zefzfrvw

0. Pf(The Centre fbr Business Ethics Ltd
- Scientific Institute ofthe German Busi-
ness Ethics Network). The Research Di-
rector is Professor Josef Wieland.

The European Business Ethics News-
letter is now in my own hands, and | am
working hard to make it aworthy repre-
sentation of the many and varied con-
stituent parts of EBEN. Contributions
from all over Europe are welcome. | can
be contacted fbr further information on
L.Spence@kingston.ac.uk. We are cur-
rentIKl relocating our Web Page and
EBEN email discussion group to the
Norwegian School of Management,
where our Chair is based.

In recent years EBEN's sphere of influ-

ence has stretched to embrace Central
and Eastern European countries. This
was celebrated with the 10th anniver-
sary EBEN conference being held in the
Czech Republic in 1997, Today there isa
Czech EBEN network, and there will
soon be aPolish one. Already, EBEN has
Central and Eastern European members
from Bulgaria, Czech Republic, Estonia,
Hungary, thh_uanla, Poland, Russia,
Slovak Republic, Slovenia. We expect
our involvement with Central and East-
e Euro?e to grow, not least due to hav-
ing Prof. Dr Hab. Jacek Sojka of
Uniwersytet im. Adama Mickiewicza,
Poznan in Poland on the EBEN Execu-
tive as Treasurer.

AsofFebruary 1999 EBEN has over 710
members from 33 different countries. We
are growing and developing and the
current Executive, ofHeidi von Weltzien
Hoivik (Chair), Harry Hummels, Jacek
Stjka and mﬁself, Laura J. Spence, is
keen to take EBEN forward in Europe
and the World. We are still discussing
ourplans fbr the future of EBEN. Below
are a few of our key ideas about what
we, as the EBEN Executive, want the
network to further develop into:

* Arespected European voice on
business ethics .

We would like the European Business
Ethics Network to be renowned in Eu-
roTpe and world-wide as an expert group
of interconnected individuals and
grou‘ps workln% on business ethics. We
would like to be a reSﬁected voice on
European business ethics, which ac-
knowledges and enhances the plurality
ofda%tlvmes and perspectives in our
midst.

* Anetwork for information and

c0-ordination

We see the group as a working net, or
umbrella, which connects and loosely
co-ordinates the nodes of activity in the
field, and is rooted within Europe. These
nodes are the active local chaﬂters of
EBEN, research centres and other net-
works with which we are associated.
One ofthe most important tasks of EBEN
Is to disseminate information about busi-
ness ethics activities and perspectives
in Europe as a support structure to the
network.
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* Anagora for buiiding bridges
The EBEN membership is predominantly
academics. Within this community we
would like to foster the building of
bridges in what is an applied subject.
EBEN can be anacademic agora, ameet-
ing place for academics, business prac-
titioners, and the public sector. We
would like the work of EBEN to continue
to be to build bridges between academia
and business particularly.

* SuEporti.n% academic research

and knowiedge gathering

One ofthe potential strengths of EBEN,
and tools in the building of bridges, is
the capacnﬁ for research which contrib-
utes to furthering the theoretical under-
standing of business ethics as well as
remforgmg business ethics thinking and
acting in business. Research can help
to provide signposts for business, and
strengthen the academic credibility of
our subject. Through EBEN, we would
like to bring together the best knowl-
edge available n Europe and help to

carry European business ethics into the
nextmillennium.

EBEN membe{shiF IS a means to reach-
ing and contributing to the business
ethics debate. In addition to access to
academics and business people world-
wide, EBEN membership includes re-
duced subscription rates to the
of INCS, BAzs!
~and EBEN events.
The newsletter is published three times
per year and is an opportunity to com-
municate directly with all our members.
Wewould he delighted to hear more from
interested groups and individuals in
Estonia and elsewhere. Ifyou would like
more information on membership please
contact our extremely helpful secretary,
Barbara Hoekstra at Nijenrode Univer-
sity, Straatweg 25,3621 BG Breukelen,
the Netherlands, Tel: +31 346291290,
Fax: +31 346 265453, email:
hoekstra@nijenrode.nl.

ETHtCAL tSSUES AND INNOVATION

Judith Brown Kamm, DBA

MBA Program Director and Senior Research
Associate, Center for Business Ethics
Bentley College

introduction

When business partners agree to un-
dertake something new they are likely
to encounter more than merely business
risks. This is true whether it is an en-
tirely new company or a new product or
service in an existing company. It is bad
enough that customers may not like the
new banking service, investors may

refuse to provide enough capital to in-
stall the best comi)uters, wiley competi-
tors may suddenly offer the same new
product cheaper or of higher quality, or
skilled employees may quit after a week.
What many entrepreneurial partners
overlook, however, is that they may find
themselves testing the very foundations
of their relationship with each other as
they innovate. If these foundations and
the relationship are damaged, the pros-
?ects for the Innovation's success can
ade away. Knowing ahead oftime what
these relationship risks are may enable
entreﬁreneurs to consupusI}/ avoid tak-
ing them, thereby easm? he already
daunting innovation challenge.

Relationship risks arise when business
partners are unethical, or when they
disagree about what is the right deci-
sion to make when an ethical Broblem
presents itself. In the Winter 1998 edi-
tion of EBS graduates were
asked, "What does business ethics mean

1The story of the history of business ethics in
Europe presented here is a personal account and
does not necessarily represent an official EBEN
history.

A The history presented here is drawn from
discussions with Henk van Luijk, his own written
account in 1990, and the European Business
Ethics Newsletters.

s It should be noted that the cultural differences in
business ethics were certainly acknowledged by
the original EBEN perspective; the events of 1996
demonstrated a shift in emphasis.
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to you? How do you choose business
partners for yourself?" The common
theme in their answers was that busi-
ness ethics meant keeping promises and
abiding by agreements and laws, and
that business partners were chosen on
the hasis of trustworthiness. There is
much wisdom in these responses. Trust

one of the three foundations of vol-
untary human relationships, the other
two ~ being res?ect and liking
ERoethllsberger, 997, %p.163-165).

ehavior by partners that aestroys trust
between them is usually considered to
be unethical (Jubb, in Hoffman, Kamm,
Frederick and Petry, 1996) . Unfortu-
nately, the innovation process provides
many opportunities for untrustworthy
behavior.

Innovation destroys the status quo
(Schumpeter, 19423/. The interests of
people affected by the new thing (in-
clu mg the partners) therefore may be
harmed in some often unforeseen way.
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When business people innovate as a
team, the innovation process can be-
come one of competing interests and
conflicting values, especially when re-
sources are scarce and uncertainty is
high. Ethics principles of equity, hon-
esty, and respect for individuals' rights
become especially relevant.

What follows is a stage model of the
most likely ethical dilemmas to arise as
entrepreneurial partners' innovation de-
cisions unfold. Assuming that there is a
universal innovation process that re-
flects new venture creation, as well as
new service, product and process de-
velopment or adoption, the stages in the
model are:
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Innovation may not pass through all of
these phases, or in exactly this order and
they may not pass through them in a
strictly linear fashion. There may be set-
backs and repetitions until the ‘innova-
tion is launched or implemented (see
Kamm, 1987).

The ethical issues facing entrepreneurs
as their innovation passes through its
i)has_es may be formulated into the fol-
owing questions that entrepreneurial
pa:tners should ask themselves and each
other.

innovation Stage Modei
Alea gewe/-a;/oM /?Aase tssMes;

L Does this innovation make a positive
contribution to society?

2. Are the intended consumers/users

Judith Brown Kamm

suitable, that is, Ie?a_lly. and physically
able to buy or use this innovation?

3. Are property rights respected? Is our
idea a direct copy of an existing one and
if s, are we giving credit, paylng aroy-
alty to the idea's originator, etc.”

4. Are the Fartners generating the idea
treated fairly? If one Person.comes ug
with the idea do the others give credit?
Do all partners know and accept each
others' obtje_ctlves and interests in un-
dertakln% his new venture?

5. Are the partners honest in disclos-
ing their goals and interests, values and

When  business peoPIe
innovate as a team, the
innovation process can
become one of competing
interests and conflicting
values, especially when
resources are scarce and
uncertainty is high. Ethics
principles of equity, honesty,
and resgect for individuals
rl(llhts ecome especially
relevant.

ethical standards?

 Pesfing s%ge efftlcs tssMes;
1 Is this innovation legal?
2. Are there potential negative side-ef-
fects and harmful consequences of this
innovation? For whom? Can these ef-
fects be mitigated? Compensated?
3. What resources are available legiti-
mately (without trickery, fraud, breaking
the law, stealing or invading information
privacy)? _
4. Are the partners and prospective
partners honest about their own skills,
experience, and access to resources?
5. ‘Are the partners in reporting to each
other and prospective investors what
the_¥ know about the innovation's feasi-
bility?

tSe/l/M sYage e/Mcs MEVes* N
1 How honest is the team in describing
benefits, risks, needs and degree of un-

certainty about the innovation?
2. Are the team's promises realistic
about payment terms, expected order
volumes, and information use?

3. Are fair inducements offered to pro-
spective partners? Are the i)artners hon-
est about the venture's goals, risks, ben-
efits, and requirements insofar as they
are known? Is the degree of uncertainty
explicit? _

4. 1s the team honest about its creden-
tials, skills and experience?

Decmon-Mia/Hlig/?Aase tssVes;
1 Are safequards for stakeholders af-
fected by the innovation and the ﬂhysr
cal environment incorporated in the de-
sign of the innovation? _
2. Are the partners fair and honest in
resolving their conflicts over whether or
not this novation should continue to
be developed?

Fmawc/a/ resource

e7Alks MaVs* _ _

1 Is financial expense information hon-
estlg recorded and exchanged?

2. 2. Are standard accounting practices
and tax laws obeyed? _
3. Are promises kept about commis-
sions, bonuses, salary, payment of bills
to suppliers (|ffea3|blef?

4. Are partners honest about the ven-
ture's financial condition in seeking
credit, additional capital, or modifications
in agreement terms?

[falnaw resoMrce [ase
e2A:0S tssMes; _
L Are the partners honest about their
time availability and commitment to this
project? _

2. Do the partners make ﬁOpd-leth, re-
alistic promises about their ability to
undertake the necessary tasks?

3. Are anti-discrimination and fair em-
plorment practices observed?

4. [sresistance to change manager with-
out coercion, isolation, or trickery?

Z#%e-sthge e?2A;cs MOMES;

L Are the tests harmful? If so, are there
warnings and precautions?

2. 1s the innovation presented honestly
to users/consumers?

3. Are market data honestly recorded,
interpreted and reported to partners and
resource providers?

4. Are corrections made or compensa-
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tion awarded for unexpected harm
caused by the tests? o
5. Are the partners honest and fair in
resolving issues of decision-making au-
thority, roles, and boundaries?

6. Are the partners fair in ne(fmtlatlng
the terms of their separation from the
venture ifthey leave?

1. Are employees treated fairly and eg-
uitably when jobs are terminated if the
venture must be discontinued?

*

1 Are promotions and advertising hon-
est? Are the requirements fbr success-
ful use by consumers made clear? Are
limitations and risks explicit?

2. Are promises realistic about the ven-
ture's ability to support users/custom-
ers after their purchase?

3. Does the team fulfill its guarantees or
warranties? o

4. Are partners treated equitably in shar-
ing the workload as sales increase?

5. Are promises kept and partners
treated equitably in sharing the rewards
or losses of the innovation?

Not all of these questions will apply to
every innovation project that an entre-
i)reneurlal team undertakes. Nonethe-
ess, the partners should agree on the
answers t0 relevant questions. Conflicts
in values are likely to lead one or more
partners to be dishonest in order to con-

tinue the partnership for financial gain.
Such dishonesty, however, overtime can
seriously erode the foundations of the
relationship.

Conctusion

Therefore, raising a few of these ques-
tions in a hypothetical manner is one
good way fbr entrepreneurs tojudge the
suitability of prospective partners be-
fore agreeing to bring them onto the
team that will take an innovation forward.
This phase model of ethics issues in
entrepreneurial teams' innovation has a
number of other practical applications
as well. It provides prachcmg entrepre-
neurs who want to understand and leam
from their experiences with a conceptual
framework to assist in their self*analy-
sis. The model permits scholars who
conduct the field research needed to
develop knowledge about entrepre-
neurial ethics to have a better sense of
entrepreneurial behavior to observe. It
also offers questions to ask as they in-
terview members ofnew venture teams.
Finally, the model enables educators
who prepare prospectlve entrepreneurs
for the real world to alert students to the
most ethically sensitive phases of form-
ing a team and brmgm a new idea to
the market (Kamm, 1 93?.
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HOW ETHICAL ARE OUR DECISIONS?

Ruth Atas, MBA
Associate Professor
Acting Head of the Chair of Management

Both a person's as well as a Company's
actions are determined by the quality of
decisions made. Each day we must make
anumber of different decisions, some of

these will influence our lives for a long
time, others have no significant conse-
quences and are quickly forgotten.

In making decisions we weigh and ap-
?ralse our choices based on many dif-
erent factors. The scale of factors af-
fecting decisions is shown in Figure 1

At the one end of the scale are activi-
ties, which are regulated by law. People
do not have the opt)ortumtr to decide
for themselves how these activities may
be done. For example, apFI?/!n for a
driver's licence: they either tulfil the law
and receive their driver's licensee or
don't follow the law and don't get their
licence. Atthe other end ofthe scale are

activities which give a person free
choice. For example: choosing arellqlon
or spouse. The law does not regulate
activities, which lie between these two
ends, but there are certain standards,
which should be fbllowed. This is the
area, where decisions are made based
on ethics.

Ethics form a person's
morai code, norms and
vaiues system

Ethical convictions are unveiled during
the decision process, since the solutions
to many problems are expressed as ethi-
cal dilemmas. An ethical dilemma is a



Laws
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Ethics

Figure 1. Decision scate according to influencing factors

situation where a person must choose
between different solutions, of which
some may be unethical or illegal. An
ethical decision is in conformance with
accepted moral norms, the laws, and
developed societal opinion and future
outlook. The future outlook may be
weighed bK. answering the question "
How will this decision affect the future
ofour children?" for example.

Many strategic decisions
are tied to ethics in the
same way

Every activity, which a company under-
takes, undeniably affects the company's
employees, consumers, clients, share-
holders or the members of the commu-
nity. While the decision is useful to the
shareholders, it may at the same time be
harmful to the employees or community.
For examﬁ!e the company may close a
factory, which is atown's only employer,
due to areduction in demand. Since this
t%/pe of a decision is in the interest of
the owners, but leaves thousands with-
out ajob and kills offawhole town, then
the question arises- is this decision ethi-
cal? Managers must weigh arguments
both for and against.

The obg’}ective of business ethics is not
50 much to teach what is good and what
is bad. The objective is to give people,
with a company perspective, the means
with which to make the right decisions.
The purpose of business ethics is to
make ﬁeople aware that business deci-
sions have an ethical component and
that before making strategic decisions,
the ethical influence of the chosen ac-
tion,

A Compa.n?]/ should create an inner cli-
mate, which stresses the |mFortance of
ethics. Top managers should use their
position of leadership and influence to

Ruth Aias

make ethical values be apart ofthe com-
Fany's written mission statement. And
he most important, is that ethical val-
ues be apparent in the everyday behav-
jour of employees.

The objective of business
ethics i$ not so much to teach
what is good and what is had.
The objective isto give peopie,
with a company perspective,
the means with which to make
the right decisions.

The Ethica! Decision
making process is
composed of four stages.

1 It must be weighed as to what parties
will be affected by the decision and how,

Figure 2. Factors affecting mangers ethical behaviour

Free will

are anyhody's interests damaged.

2. The decision must be weighed from
the ethical standpoint, based on societal
norms and the ethical Prmmples in the
comﬁan /'S mission statement.

3. The first criteria should be that the
solution must be in accordance with
moral norms. The attitude of top man-
agement is very important, since middle
managers tend to make decisions based
on financial interests. Middle managers
think that top managers will approve of
this approach, .

4. The commitment to behave ethically.

The manager is not free in making deci-
sions; they are influenced by many fac-
tors from personal beliefto the situation
in the state. The factors affectlnﬁ the
ethical behaviour of managers are shown
in Figure 2.

IAmanager's ethics are expressed as fol-
OWS:

L How the organisation treats its em-
glo ees. .
. The employee's attitude towards the
organisation. .

3. How the organisation treats its share-
holders, consumers and clients.

| hope that the organisation where you
work, that clients are also informed about
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BUSINESS ETHICS IN PRACTICE

Does the alternative take into
account the interests of all parties
both within and outside the
organisation?

yes

Does the alternative take into
account the ngpts of all affected
by the decision’

yes

[sthe alternative fair and offer all
an equal opportunities?

no

Isthere an important factor,
which provides reasons for not
taking into account one party's
Interests

yes

ljjio
Acknowledge
ihe alternative

Isthere an important factor, which
provides good reason to not take
Into accolnt one partys basic
rights?

yes

yes

Acknowledge the
alternative as suitable

Acknowledge

Jthe alternative
no

yes

Isthere an important factor, which
provides reason for not providing
some parties with equal rights?

|Ano*

Acknowledge
the alternative

Figure 3. The Decision Making Tree Weighing of Different Solutions

the deficiencies in your products, that
you do not give false information regard-
Ing your competitors, and that reports
are not falsified for the shareholders. If
inaddition to this, verbal agreements are
binding and that the maLorlty of deci-
sions are not harmful to the employees,
then may | congratulate You- you 0bvi-
ously work for an ethical boss.

Fi?ure 3 shows the decision making tree
inthe ethical weighing of different solu-
tions. As can be seen, three approaches
should be considered:

L The profitability approach: does the

solution profit all parties or is at least
not damaging.

2. The personal rights approach: are
each person's rights considered?

3. The Audlual approach: is the decision
fair and honest to all parties, giving all
equal opportunities, are people with simi-
lar status treated the same way?

Socia! Responsibitity of
the Company

The level of resistance to adjustment of
protectionism to pre-emptive action ofa
company's social .responsmllltﬁ Is dif-
ferentiated according to how the com-
pany fulfils the community's social
needs. A Company's preliminary reac-
tion to social demands is usually nega-
tive; all possible tactics for their avoid-
ance are utilised. When itbecomes clear
that_somethm% must be done, since oth-
erwise the State will use sanctions, then
only that, which is required by law, is
done. Ifthe pressure from the environ-
ment is strong, then the acceptance of
ethical _respon3|b|I|t¥ and adaptation to
the environment follows.

If the Company has started to develop
its social re5ﬁon5|blllty, then it needs to
go through the four stages of Company
social responsibility. The first stage is
financial responsibility. Next is respon-
sibility to the public and the fulfilment
of social demands. The fourth stage is
social management, where managers
keep an eye on both the internal and
external environment to discover poten-
tial social problems, as they are devel-
oping to quickly react with the launch-
ing ofa social program.

Inthe Io_ng1term, social management style
is certainly more profitable then only
concentrating on today's profit and ig-
noring the needs of the community.
Those companies wishing to become
market leaders will surely reach pre-
emptive action first.



DISCUSSION OF THE INDUSTRIAL PROPERTY

RIGHT AND ETHICAL BOUNDARIES
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Production

The purpose of this article is to help
students and businessmen reflect upon
the vexing ethical problems that are
emerging In the information age.The
rapid advance of technology is affect-
ing virtually every aspect ofmodem life.
Hardly a day passes without the an-
nouncement of a new insight into the
working of the human organism, open-
ing doors to a new medical treatment or
expanding the possibilities for manipu-
lating evolution's genetic handiwork.
Commercial enterprises increasingly in-
teﬂrate ona (?Iobal_ scale, {el?/mg on in-
tellectual and physical capital at its most
roductive source. _

heJob of a cpmpanx IS to produce
?oo.s and services efficiently and ef-
ectlveIK: o

* keeping its costs down by not
wasting the resources it uses;

* achieving the sales and revenues
needed to reward its share holders with
dividends derived from profits made by
respondmg effectively to demand. In
other words, as Calvin Coolidge said,
"the business of business is business".

The use of the term "business ethics" is
currently still widespread in Estonian,
certainly not within the business com-
munity itself, although this is changing
rapidly.

Ethical issues resultin? from expanded
marketing include the following:

Ott Moortat

1. ethical values in private limited com-
anies,

g. relationship between ethics and in-

dustrial property rights, .

3. information and computer ethics,

4. patentability of Genetic Engineering
Inventions

I. Ethicai Vaiues in
Private Limited Company

Managing the process of introducing
?_rofltable new produtcs is comEIex. The
ive key factors | have found to be im-
portant are: stra_tegly, the market, the
product, the profit plan and teamwaork. |
will carefully explain each of these five
factors and indicate praeti- cal ways to
cope with them. . .
For a company to behave ethically, it
must be guided by decision makers who
make ethical decisions. A manager can
raise several questions when assessmﬁ
the ethics of a decision or action. Wi
human or property rights be violated?
Will some people benefit at the expense
of others?

The factors that affect people's propen-
sity to make ethical or unethical deci-
sions are not fully understood.
Ethics are the code of moral principles
and values that govern the behavior of
a person or group with _resFect to what
is right or wrong. Ethical values set
standards as to what is good or bad in
conduct and decision making,

Ethics are distinct from behaviours gov-
erned by law.

H. Reiation Between
Ethics and industriai
Property Rights

Industrial property rights are the fun-
dament on which investment in new
Er_oduct_s and markets stands.

ig.l. illustrates the relationship be-
tween ethics and know-how, trademarks,
patents, utility models, designs, trade
secrets. Subject matter that quallﬁes for
patent, design, trade mark, or trade Se-

cret protection is contained within the
know-how universe.

Since 1 FebruarY 1999, the legal protec-
tion ofindustrial property in the Repub-
lic of Estonia is being regulated by the
following acts: _

1 Trade Mark Act, entered into force 1
October 1992;
2. Competition Act, new Act entered
into force 10ctober 1998,
3. ActofProtection of New Varieties of
Plants, entered into force 25 March1994;
zi.ggiatent Law, entered into force 23 May
B UtiIit{ Model Law, entered into force
23 May 199%; .
6. Industrial Design Law, entered into
force 11 January 1998;
7. Law on the Protection of the
Topologias of Microelectronic Products,
entered into force 15March 1999. Evalu-
ating an invention for industrial prop-
erty planning involves the following

uestions: .

What is the technolo? at issue?

2. 1s patent /trade secret/ design/ trade
mark protection available?
3. Ifavailable, which form of legal pro-
tection is best suited to protect the cli-
ent's interests? o
4. Are only awarded fbr inventions in
Estonia - noyeltg, inventive step and
industrial applicability?

Hi. information and
Computer Ethics

The computer and Internet age presents
us with a dual ethical challenge. One set
ofproblems involves the proper deploy-
ment of the technologies that process
information, including computer hard-
ware, software, and networks. Another
set of issues focuses on the manage-
ment and control of information. How
do we define intellectual property rlﬁhts
now? We confront moral issues In three
main spheres of concemn:

1 ownership of intellectual property,

2. the security of networks and compu-
ter systems, - _

3. the obligation of high tech vendors to
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Relationship between ethics and know-how,
trademarks, patents, utility models, designes,
trade secrets

provide safe, reliable programs while

eschewing false product announce-

ments.

The Copyright Law came into force on

12 December 1992. Copyright law, pat-

ents, trade marks, and trade secrets can
all be used to protect soAware programs,

but the efficiences ofthese forms ofpro-

tection has heen heavily disputed

Law and morality do not always over-

I\a}{) or easily substitute for one another.
any end users and professionals seem

VALUE JUDGEMENTS AS FACTORS

to have few qualms about making illegal
copies of commercial software..

V. Patentabiiity of
Genetic Engineering
inventions

The term "blotechnolog{" probably rep-
resents an umbrella that covers a range
of related areas. The common aspect of
most of these technologies appears to
be manipulation of the basic genetic
structures of living things. One sug-
gested definition is "the full range of
technologies available due to progress
in the mappmg of proteins, including
recombinant DNA, RNA, cell fusion,
etc”.

More than 15,000 European patent aﬁ-
plications have been filed in "biotec
nology" generally. Ofthese, about 4,000
relate more s[;)ecn‘mally to genetic engj-
neering. 1,000 or so are for transgenic
plants, over 2,000 are for DNA sequences
Isolated from the the human genome and
used to develop therapies and medi-
Cines.

The related issue of the ethical ques-

PEOPLE'S BEHAVIOUR

Lembit Tlrnpuu
Professor-Consultant, EBS

Anu Virovere, M. Se.
Associate Professor, EBS

tions relating to the patentability of parts
of the human body, and treatments de-
rived from human' tissue, has been the
sub{ect of considerable debate in the
context of Directive 98/44/EC on the le-
gal protection ofhiotechnological inven-
tions, which was adopted on July 6,1998.
The Directive provides that the human
body, at the various stages of its forma-
tion and development, and the simple
discovery of its elements, cannot con-
stitute patentable inventions, but that
an elementisolated from the human body
or otherwise produced by means of a
technical process may he patentable,
even ifits structure is identical to anatu-
ral element. The final form ofthe Direc-
tive avoids reference to the "basic ethi-
cal principle excluding all ownership of
gurpan beings" which was in the initial
raft.

Inventions not patentable in Estonia are:
L inventions contrary to orWre

and morality;

2. methods for treatment of the human
or animal body and diagnostic methods
practised on the human or animal body.

Patenting life is immoral - it is playing
God.

EFFECTING

The goai of the project:
The goal of project was to study the
value judgements of future leaders
(post-secondary school students) and
proc_eedln.? from this, to predicttheir lead-
ership skills upon graduating from uni-
versity. The other goal was to establish
whether Estonian university students
are very different from students of the
same age in the U.S. This research
project should also provide information
conceming what should be changed in
unlversn?; course programs and which
values should be stressed during the
course of studies. In the given project
sple(:lal attention was placed on ethical
values.



introduction:
Values are general principles directing
people’s activities and decisions in varl-
ous situations. Values cannot be directly
taught, they are learned by observing
and_following the example of others,
beginning at an early age /5/. Therehy
the development ofvalues is influenced
by the environment in which people
grow and mature, including the aspects
of culture, family and school. Values are
abstract and cannot be closely observed.
They are revealed through-a person's
decisions and actions.
In today's market economy the key to
successtul business is knowledqeabl_e
management. Management quality is
|argely dependent on the decision-mak-
ing ability of the manager / director and
also on the kinds of decisions he or she
makes. Analyses of decision-making /1/
show that the effectiveness of decisions
is based on how many alternatives can
be envisioned by the person deciding,
as well as how they judge those alterna-
tives. When processing any kind of in-
formation, including when deciding, a
person processes information through
four channels /4/
- facts (or perceived as such)
- feelings Fpr emotional reactions in
specific situations)
- opinions (attitudes taken about our
own position in a given situation)

- values (fairly consistent beliefs
about ourselves) _
Values are essential as criteria fbr decid-
ing and judging alternatives. Every de-
cision that an individual makes reflects
his or her values. This is why the study

Table 1. Value Judgements

1 Values of Business Ideology

2. Ethica] vatues

3. Managerial ideological vatues
4. Social values

5. Individual values

6. Cultural values

7. Organisational - juridical values
8. Professional values

Of university students' values is so in-
teresting and allows fhr the future to be
seen through the prism of decisions. In
other words, whatever the values of
university students may be, the deci-
tsrllons of future managers shall stem from
ese.
The placement of ethical values in the
general hierarchy ofvalues is especially
Interesting. _
The comparative analysis of the mana-
Eerlal orientation offirst year at EBS and
ordham business students reveals cer-
tain similarities. First ofall, the judging

Management quality is largely
dependent on the decision-
making abiiity of the manager
| director and aiso on the
kinds of decisions he or she
makes.

average ofboth groups is basically equal
(EBS 4,69 points, Fordham 4,73 points)
and therefore comparable.

Estonians (E) Americans (A)

9. Values related to the everyday and infrastructure

10. Values related to professional specification

Average score

Score Rank  Score Rank
520 1 496 1
451 8 485 2
479 5 483 3
483 7 481 4
502 2 480 5
479 6 478 6
486 3 473 7
435 10 469 8
448 9 448 9
485 4 436 10
4,69 473

Comparison ot vaiue

orientation

In both sets of values orientation
commonalties can be seen in the areas
of high-priority, average and low-prior-
ity value groups. (See table 1). The most
highly prioritised descriptor fbr both
contingents was the group of husiness
ideological ethics (first place in both
cases). The descriptor consicered aver-
age by both contingents was the group
consisting of values tying organisations
with culture (6" place in both cases). The
descriptorjudged the lowest by hoth (9"
out of 10) was values related to the eve-
ryday and infrastructure.

In addition to the aforementioned

commonalties, significant differences

also anear. . _

*values related to professional speci-
fication (E 4; F 1(()] and ethical values
(E 8; F 2) ditfered by 6 points,

* Individual (E 2; F 23/ and social val-
ues (E 7; F 4) differed by 3 points.

* descr;__ptors ofmanagement ideolo E
SE 5, F 3) and professional values%

0, F 8) differed by 2 points.

A great discrepancy between ethical
values points to an éthical crisis in Es-
tonian society today, which the Presi-
dent spoke of in his Independence Day
speech /3/. These are_t){plcal ideologi-
cal relics ofapost-Socialist society. This
Is where the need arises fbr education in
schools and universities in order to
change ethical values, or in other words,
to give value to ethics and morals.

The 10 value groups analysed in this
study have been listed in table 1

Alongside the large differences in val-
ues orientation as a whole, when look-
ng more closely at the inner structure
ofsingle descriptors, similarities as well
as greatly var?/mg elements can be
found. Let us fook at each individual
descriptor separately. Let's begin with
the descriptor holding first place - the
values of husiness |deologiy. .
Within the inner structure of this
descriptor the only commonalty was fi-
nancial security (8" place in both).

The following value discrepancies are
worth noting:



the quality of a business'
products and services (E 2; A'5)
abusiness' wealth SE 4AY)
advertising (E 6; A 9)

constant surveillance of the
competition (E LA7)
pé%fltszearned by the business

The great discrepancy in the last fac-
tors (gE9; A2), may paint to Estonians'
Blac_ement of personal gain before the

usiness' success. The Estonians' ideal
of rapidly gaining wealth still holds
strong.

Regardless of certain surface similarities
inmanagerial value judgement between
first year EBS students and American
business students, a large gap still sepa-
rates them. The best example of this is
the descriptor of ethical values, which
the Americans ranked 2<with an aver-
age score of 4,85, while the Estonian
group ranked this 8" with an average
score 04,51 (see table 1).

Table 2 breaks down the descriptor in-
troducing the structure of ethical val-
Ues.

Certain similar phenomena exist within
the inner structure of ethical value
descriptors. Rankings fbr freedom (5"
place), national |dent|tK! (8" place) and
religion #9* place) achieved the same
position Tbr both groups.

8 place fbr the ranking of national iden-
tity is understandable in the case of the
Americans, since they are part ofa large
national group, but iS not an easily un-
derstood ranking by Estonians, from the
standpoint of a small national group.
As arule, national identity is not a prob-
lem fbr members ofanation with alarge
population. Yet the fact that Estonians
do not value their national identity can
be considered a problem.

Although the Americans gave religion
only enough points to have it ranked in
last position, a schizophrenic allergy
towards re_Ilﬁlon Is not noticeable, as is
the case with the Estonian study group,
who gave religion only 2,8 points. Obvi-
ously the atheist upbringing of the to-
talitarian erahas left a considerable mark.

The ethical value of honesty was highly

Table 2. Structure Of The Descriptor Of Ethical Values

2. Ethical vatues .
3 Honesty as an ethical vaiue
3 Self-worth and its preservation
13 Peace of mind / Spiritual peace
3 Bemg humane
3 Freedom (of speech and movement)
3 Democratic style of leadership
Principality
National identity

hehaviour

ranked b% both contingents, standing

1-1 with the Americans and 2-1 with the

Estonians. _

Discrepancies were recorded in the fol-

Iownzjg values: o .

*a(ifference of 1point in the ranking
ofprincipality (E6;A7)

* a difference of 2 points between
rankings fbr honour (E 4; A 2%

*a difference of 3 points thr the rank
of democratic management style (E

Even though democratic management
style was ranked in 3* %oslthn by the
Estonians, ethical values being in 8" spot
eliminates this result. An analysis of
conflicts in Estonian businesses reveals
an authoritarian management style /4/.
The greatest discrepancy was found to
exist In the ratings given peace of mind.
The Americans ranked this as 3 -1
among ethical values and the Estonians
at 7-1. Since Estonian mangers do not
consider peace of mind/spiritual peace
to be an especially important issue, theK
are often found to suffer from wor
stress. The short life-span of Estonian
men is also on indicator of this,

Future heads of business rate business
ideological values with a different ahso-
|ute rating level E 4,79 and A 4,83). Due
to this we see a different descriptor po-
sition in the entire values orientation.
Estonians placed management ideologi-
cal values at 5" and the Americans in 3"
place. The essential difference is in the
attitude towards creating career oppor-
tunities for the younger, upcoming gen-
eration, Inthe Americans' values list this
IS t.radlltl_onall}/ hlgh, in first position,
while it is 4™ fbr the Estonians. Ameri-
cans seem to look further into the future

Religion as a tool for regulating ethical

E A

Score  Rank Score  Rank
451 8 4,85 2
529 2 5,59 1
5,01 4 5,36 2
412 7 523 3
5,35 1 5,01 4
4,83 5 497 5
506 3 4 86 6
412 6 479 7
3,71 8 3,93 8
280 9 3,89 9

than do Estonians.

A noteworthy difference between the
value orientation of Americans and Es-
tonians can be found regarding the
descriptors of social values (See table
1). The Americans in the study rank so-
cial values in 4" spot, yet Estonians at a
lower 7'i spot.

There are many instances of concur-
rence in this descriptor, yet the points
given fbr teamwork and a leader's pres-
tige vary greatly between the Americans
and Esfonians; _
*the rating for teamwork varies by 7
positions (E 9; A 2); _
*the image of a leader's prestige var-
les by 5positions (E 1 A6).

From here we can deduce that Estoni-
ans do not value teamwork and practi-
cal studies in Estonian businesses have
revealed similar tendencies, i.e. Estoni-
ans rely more on a lead figure than a
team. It Is ver% Important fbr an Esto-
nian leader to be recognised and this is
also evident in the individual values
descriptor.

ContemFQrary demaocratic results-man-
agement is not imaginable without or-
ganisational culture. Culture and its in-
novation are not only the result of man-
agement, but also managerial instru-
ments, Management supPorted by an
organisation's culture helps to save a
manager's energy and also allows fbr a
much more work-secure result. This is
why the reaction of a pre-manager to an
organisation's culture and its various
components reveals the adequacy of
|leadership knowledge, that is his or her
affinity to actual management as a phe-
nomenon.



The descriptor characterising organisa-
tional culture received 6" place ?see ta-
ble 1) and most likely organisational cul-
ture 1 not yet considered to be a factor
influencing the success ofa business in
today's society.

An alternative to organisational culture
is the formal-organisational and juridi-
cal aspect ofmanagement. I culture sets
in people's conscience and requlates
their behaviour via values, norms of be-
haviour, myths and taboos, then a for-
mal-organisational aspect Is supported
by the outer limitations of behaviour
through laws and regulatory precepts.

The oyer.-d'ud?ement.of the organisa-
tional-juridical aspect is characteristic of
a pre-manager's hope to make it with
behavioural spontaneity, using exterior
pressure- and juridical values. As is
shown in table 1, the Estonians of the
study consider the descriptor of organi-
satlonal-!]urldlcal values to be more im-
portant than the Americans of the same
study (E 3; A7). o

To a degree, the source of this lies ina
certain vacuum as regards legislation,
and also due to an ethical crisis in Esto-
nia, yet also speaks vividly ofthe defor-
mation of managerial consciousness.

An over-judgement of one's profession,
at the expense of the occupation, goes
hand in hand with a totalitarian way of
thinking. This has its own ideological
and historical roots and such a tendency
does not seem to be easily swayed. This
IS what we in fact see In the case of
descriptors related to value judgements
concerning professional and managerial
knowledge ('see table 1). Values tied to
one's area of professional specification
are in 4" position and professional val-
ues in 10" position for the Estonians
asked. The Americans placed these in
8" and 10" place respectively. The ab-
solute figures ofcorrespondlng average
scores vary considerably (E 4,85; A4,3).

tn conctusion

A first year EBS student represents an
everyday level of managerial conscious-
ness oriented to the field of business.
This level has been formed by Estonian
conditions, and is based on self-image,
animage ofthe world at large and ethics

developed during general education as
well asthe relations between them, gen-
eral orientation and survival compe-
tence.

It is understandable that their scientific,
theoretic and professional level ofmana-
grerlal consciousness is yet unfbrmed.

heir managerial self-conscious is also
quite unclear.

An consciousness of the everyday is a
relatively tyglcal product of an ill'soci-
ety, in which the symptoms of ethical

In other words, decisions are
not weighed from the
standpoint of ethics, but
rather from the standpoint of
persona) gain, success and
prestige.

crises are reflected most clearly. An ethi-
cal crisis is best reflected in the 8" place
position of the ethical values descriptor
see table 1). In analysing values from
the decision-maker's standpoint, then no
matter whatkinds of decisions are made,
&enerally some of the first values from
e qeneral hierarchy are those which
people get going. From here we can con-
clude that ethics are not included as part
of the decision-making process in Esto-
nia today. In other words, decisions are
not weighed from the standpoint of eth-
ics, but rather from the standpoint of
personal gain, success and prestige.

It is unfortunate that no traces of disor-
ganisation received through general
education can be found in this every-
day consciousness. Consciousness of
the everyday is formed as a result ofthe
sFontaneny of moments providing in-
fluence from the surrounding environ-

ment and reflects the specificity of the
situation at hand. Therefore a prophy-
lactic, constructive aspect directed to
the future is missing here.

Certain beginnings of managerial con-
sciousness are formed in the p.rejhlqher
educational period and it is difficult to
change them at a higher educational
level. Obviously these characteristics
should be more clearly acknowledged
and used as a prmmFIe of selection for
entry. General ethical education requires
serious work and institutes of higher
education should make efforts to intro-
duce and explain ethical principles.

Basic ethical values generallr take shape
before a person is 6 years old. Changes
and alterations ma¥ only occur ann%-
side a growth of self-conscious and self-
educational motivation, as well as by a
conscious valuation of scientific knowl-
edge. One becomes a leader more than
one leams to be one. Therefore young
people suitable for leadership roles
should be selected at an early age and
receive instruction at private schools.
Their leadership skills should be spe-
cifically developed and a respective di-
rection of leadership consciousness
deliberately instilled in them. Correcting
mistakes at a higher level of education
I often not very effective.
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"Company culture" refers to a compa-
ny's values, beliefs, traditions, operat-
ing style, and internal work environment.

The Company culture is visible in the
values and business principles that man-
agement practices, In its ethical stand-
ards and official policies, in the tradi-
tions the organization maintains, in its
supervisory practices, and in employ-
ees' attitudes and behavior.

Mission

The mission of The Coca-Cola Company
i to increase shareholder value over
time. Fundamentals are: to enhance
Coca-Cola trademark and satisfy cus-
tomers needs and expectations.

image

The image of The Coca-Cola Company
is an integral part of the success of the
Coca-Cola system. This |maFe IS com-
municated through the quality of our

products and services and through me-
dia advertising. The Coca-Cola Culture
Is built on norms or standards, which
are known in all countries where The
Coca-Cola Company operates.

In The Coca-Cola Company, you can
hear a slogan: Think global, act local.
The Coca-Cola Company's approach to
marketing is called the "multi-local ap-
proach". The Coca-Cola system ap-
Broaches marketing in a global sense,

ut works with each geographical area
on a local basisin order to meet the needs
of local customers and consumers.

The Coca-Cola SYstem recognizes the
value that each culture brings to our or-
ganization. The Coca-Cola System as a
whole, as well as each individual em-
ployee, benefits from the rich cultural
diversity, which comes from being a glo-
bal enterprise. Together, employees of
The Coca-Cola CompanEy around the
world form a mosaic. Each piece is
unique, but blends together with the
other pieces to create a common theme.
The organization is designed to keep
resources and responsibility as close to
the consumer as possible.

Systems like The Coca-Cola Company
have enormous impact on the commu-
nity where it operates. The system gen-
erates jobs, pays taxes, and contributes
in manY waYs to communities around
the world. Along with economic contri-
butions, the Coca-Cola system also con-
tributes to communities through our
emphasis on environmental protection.
Some of the principles we adhere to
which fulfill this resgon_3|b|l|ty include;
* conduc_tlnq our business in compli-
ance with laws and regulations
*researching ways to decrease the
environmental impact of our opera-
tions and packaglrzjg ,
commitment to reducing and recy-
cling solid waste

This commitment to preservin% the en-
vironmentisa growmg part ofthe Coca-
Cola culture and will be animportant con-
sideration as we continue to refresh mil-
lions of consumers in the future.

Working Environment

As The Coca-Cola Company wants em-
ployees to work well, it offers the condi-
tions and well-organized working envi-
ronment. The offices are well-equipped
and employees have all needed re-
sources at hand. In Coca-Cola the work-
ing environment is based on friendly and
open communication. The offices are
open and doors unlocked. Anybody can
enter anybody's office, It is pretty com-
mon that your boss visits you in your
office. To make the system work, the
Coca-Cola has an approach: make the
information's exchange as easy as pos-
sible. It means to offer ?]eople the op-
portumy to call directly the boss ifthere
15 a need or to write anyone in the Coca-
Cola System ifyou need some informa-
tion.

Communications

First name contact:

People address each other by first name.
|t is common even in case you are send-
”]ghan e-mail to your hoss or even

igher.
In(flormql verbal communication:
InEnglish 'you' means 'you', no singu-
lar no plural, and it is easy to talk to peo-
ple. In Estonian almost everybody s%ys
sina' instead of 'teie" and does not de-
Eend onsexnorage.

ormal written communication:
Memoranda are formal. Sending a memo
you always have to use the person's full
name. You memo has to be well-struc-
tured, whole subject has to be briefand
clear. Abig system needs a certain set of
rules and bureaucracy, so everybody
has to be in compliance with written
Eollues and procedures.

otus Notes:
Lotus Notes replaced The Coca-Cola
Company intranet KO/Office which has
been a communication tool fbr years. It
enabled one to send messages with or
without attachments to people all over
the world.

Dress Code
There is an unwritten rule that you must



wear proper wardrobe at work. As the
employee is the representative of the
company, he or she must be in compli-
ance with gomﬁany's overall image.

In production there are special uniforms
for line operators, for quality assurance
etc. Itis important for employees to feel
themselves as ?art of the company and
also fbr general outlook. .
In sales department there is also a uni-
form: jackets and coats, to represent the
company in the form that can be noticed
already from far away. For example, driv-
ers wear red uniform with Coca-Cola
logo that shows from where they come
from and who they are representing.

Service Recognition

Long service is recognized by the com-
pany. Service award presentation is one
example of how Coca-Cola cares about

its employees and keeps in mind mainlg
long-term workm%commltment. After
years service in Coca-Cola, employee
receives a pin, which is 18K gold con-
tour bottle with a ruby in it.

Ethica) Behaviour

Our responsibility to community in-
cludes always acting with honesty and
integrity, two cornerstone values of The
Coca-Cola Company. Company repre-
sentatives have the r_espons_lbllltr to act
in every situation within highest stand-
ards of ethical conduct. The Company
adopted many ?;ears agi_o aCode of Busi-
ness Conduct that applies to all employ-
ees worldwide. It provides guidance on
Company standards in the areas of ac-
curacy and completeness of accounting
records and reports; conflicts of inter-
est; dealing with government officials,

employees and Company customers and
suppliers; and political contributions.

Career Opportunities

Each managers' and supervisors' per-
formance is assessed and tracked annu-
ally. High performers have the possibil-
ity to be promoted. Thanks to the fact
that the company operates in almost 200
countries our emflolylees have truly
good career opportunities.

We believe that part of the company's
success stems from its ability to make
people who work here feel proud of the
employer which makes them work harder
and be more dedicated to their jobs.
Other factors which affect the compa-
ny's success are effective and pervasive
distribution system, abundant re-
sources, and safisfied customers.

AN ETHICAL VIEW FROM THE PERSPECTIVE OF

ADVERTISING

Ester Eomois
Executive MBA student, EBS
EBS Review Managing Editor

Production

A person is known to be a thinking be-
ing. His scientific name of Homo sapi-
ens (Latin fbr smart person) sounds even
as a compliment! The development of
humans can be followed in all walks of
life including the development ofadver-
tising. Advertising, bom from the start
of the use of printing technology in the
15th century and the development of
print production, has developed into
today's complicated art of advertising.

The object of this paper is not to de-

scribe the diachronic story of the de-
velopment of advertising.” It is a more
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interesting challenge to discuss the as-
pects of advertising which cause differ-
ences of opinions. The main point
would be the ethics of Advertising. In
connection with this, the conscience of
advertising designers and the value of
the thinking consumer cannot be ig-
nored. Advertising causes conflict be-
tween the producer and the advertiser
as well as the producer and the con-
sumer. The information provided in an
advertisement may be wrong or mislead-
ing. Another conflict causing theme is
the aggressiveness of advertising. The
influence of advertising is different ac-
cording to culture and target group.

Advertising and the Law

The criteria for ethics are different in dif-
ferent cultures and societies. The Law
assists as an uniting force. On the one
side, the law determines from a position
of power, but on the other hand, its dis-
ciplining force on the two parties can-
not he underestimated.

Therefore, in addition to the question of
"How to make an advertisement?" one
must also ask, "What may be done?".

The latter must be provided and answer
in the Estonian Advertising Act, which
came into effect on January 1, 1998, In
reading §2,1deduce that all sort of in-
formation in all fields in whatever con-
sideration and "with the objective ofthe
achievement of a desired result" is han-
dled as "advertising" in the Estonian Law
(1). The question is raised, how can such
generalisation be declared as Law?

The Estonian A.dvertising.Act does not
set clear guidelines for different types
of advertisements. The only types that
are handled separately are the so-called
forbidden advertisements (Mls_lead|ng
advertising 84, improper advertising §

and disparaging aavertising 86). AHthe
definitions are handled superficially.
Still, would not like to get stuck on the
non-knowledge of the Estonian Law-
makers but would like to analyse the fol-
lowing aspects ofadvert!smgi, which are
hard to appraise according to the Law.
In the same way the law only sets mini-
mal ethical standards and again we must
answer the question "is that, which is
not forbidden, allowed?". | would an-
swer my selfthat everyone in Advertis-
ing is still working in children's shoes
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and according to their own inner feeling
and to their personal level of corruption.

Children and Advertising

| think that the advertisements causing
the most ethical problems are those re-
garding children. Firstly- how to react
to advertisements which are directed at
small children. This is a target grun,
which as arule does not have the ahility
to make rational decisions due to their
lack ofexperience. Let's take fbr exam-
ple, the story telling lady, who at the end
of her show recommends that the chil-
dren go ask their parents for and expen-
sive storybook. The direct influencing
of children should be looked at carefully
and with greater responsibility. What are
then ethical advertising channels for
children's goods? 1 believe that family
maqazm.es and daily newspapers are the
publications, which are directed mainly
at parents, who can make a rational de-
cision and direct a chosen adverting
message to the child. Itis of course nec-
essary that children leam to make deci-
sions and choices, but a 4-5 year old
child has difficulty in understanding that
an expensive Barbig is too e.xi)enswe for
the family purse. The social pressures
on children' values by friends, nursery
school and children's Show is defmltely
the result of advertising is too strong
influence.

What should the attitude be towards
advertising depiction violence and domi-
nance? On one satellite channel, there
was an advertisement delplctlng a bat-
tery-operated play aeroplane bombing
a small city. Did the advertising to

"win" against some negative emotion:
Why could the attractive plane be
shown in a friendly and warm context-
for example, the plane flies into the small
town and rescues a %IH in trouble? We-
adults do no have the right to manipu-
late little people, who are still learning
as to what is good and what is bad.

The makers of advertisements know that
children are especially good advertising
channels, because the use of children
gives the oKportu_nlty to emphasise
sympathy. According to the Estonian
Advertising Act, the use of children for
the emphasis of sympathy is rated as

improper advertising. For example: "
Every morning | look at you and think,
that your life must be better than mine."
(An“insurance company's advertise-
ment fbr children' insurance directed at
parents, fall 1998). In defence of this
advertisement, | would like to ask: "how
IS it possible to inform ofthe possibility
of insuring a child's future without say-
ing something, what is |mpr0ﬁ_er inwant-
|n?_a better future for our children?". |
believe that here the use of the child is
right, as the target audience is a think-
ing and caring adult. It is paradoxical,

Family magazines and daiiy
news_paP_ers are  the
publications, which are
directed mainly at parents
who can make a rational
decision and direct a chosen
aﬁ_\lldertlng message to the
child.

that according to the Estonian Adver-
tlsmgi Act the advertisement "Don't hit
achild" is also under suspicion of being
Improper.

Sense of Responsibiiity
And the Consumer's
independent Choices

In the discussion regarding the ethics
of advertising, the sense of responsibil-
ity of advertisers cannot be overlooked.
In Tallinn's largest cinema an advertise-
ment fbr ice cream is shown both before
the movie as well as during the intermis-
sion. The sales results gce-cream manu-
factures sales results 1998) show a large
increase in ice cream sales both during
and after the film, Itis clear that in this
situation the movie audience did not act
independently. They did not buy the
ice cream from the wish to eat it, but the

decision was based on the subliminally
actions of the advertisement on the per-
sons hiological mechanisms (saliva) and
"?roup-th_lnklng" ("see the other peo-
ple are eating that tasty ice-cream”). The
Influencing of the consumer by sly ad-
vertising is deeplg unethical, since the
consumer is not able to make a decision
independently.

Advertising and
Misieading

One of the most often repeated accusa-
tions is the misleading of consumers by
advertising. The texts of Advertising
theory state that the objective of adver-
tising to inform and to convince a per-
son. 1fwe equate advertising with con-
vincing, then in my opinion, the main
function of advertising is to create a
clear wish fbr the product as well as the
agreement to Ipay br it in the consumer.
A skilled salesperson knows how to
make an item more attractive and ofbet-
ter quality then it really is. Of course,
there s no assurance, that the watch-
ers- listeners are in a better situation than
before, with their newly expressed wish.

The another basis of Advertising theory
is the function of informing. The objec-
tive of advertising is to give the con-
sumer two kinds of information- infor-
mation about the qualities and quality
of a product and the price. At the same
time doubts can be expressed about how
informative many advertisements are.
They depend on some connection or the
achievement of dreamed level of the
potential consumer. This type of adver-
tisements do not contain important in-
formation about the qualities or price of
the ﬁroduct, the objective is to create a
wish to attain something throu?h the
purchase of the product as well as to
qumkIE(/ raise sales. What more? - We
can ask. We want to be better both in-
side as well as out.

Take for example, the advertisement in
last years press in England with the mes-
sage: "Old Charter Bourbon Whiskey-
the hlg{wst step on the ladder of suc-
cess". This advertisement does not give
information about the beverage quali-
ties, quality or price level. The creator

of the advertisement has tried to create



a connection hetween the consumption
of the beverage with success and pres-
tige. Is this advertisement misleading
ornot? It seems that in this example the
difference between truth and appearance
Is hazy. This advertisement does not
inform or convince the consumer of the
true qualities of the product (age, test
results, price etc.) but tries to bring to
lightthe subliminal wish ofthe potential
consumer to be more successful and
richer. Itwould be 100% misleading if
the consumer was informed ofthe prod-
uct's qualities that were not true or had
been changed (2). I think that there is
no point in underestimating the target
group of the advertisement and to think

that every slogan is taken as gold. Who
would believe that drinking whiskey
would increase the value of their share
holdings? Who would believe that if
they order Eesti Ekspress Swthe best sell-
ing weekly in Estoma?, that they will
soon be the owners of a white Volvo?
Hopes will remain, of course, but onI?/
1]:b”r3few or only one will they be ful-
illed.

Summary

Everyone would like to change, adjust,
get richer or create something. Like an
artist or pastor so do the advertisers

give themselves the right to create illu-
sions, symbols and ties which promise
more than simple functionalism. The
reader/listener of the advertisement
must decide fbr themselves about the
truth and ethics of the promises. The
aspect of ethics in Estonian Advertis-
ing has room fbr plenty of development.
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introduction

Journalism and stock market companies
both deal in the business of trust. "A
journalist must be as clean as Caesar's
wife," said one journalist to another in
the novel "Bel Aml".by Guy de
Maupassant. Although in the case of
the novel, where the action takes Blape
inajournalists' circle in 19" century Paris,
journalism ends up being as dirty as
politics, the idea is still a noble one. A
ournalist must be someane who cannot
e accused of anything. His or her posi-
tion is society is different, a newspaper
is constantly in the forefront, since it is
a medium which understands and for-
wards information openly and thereby
mewtablY influences public opinion. The
reader always knows the author of a
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news story. Thereby ajournalist should
always be clean, since journalism often
sheds light on events unpleasant to
those being spoken of. Mainly a news-
Paper sells news, yet its by-product is
rust. Every newspaper wants the reader
to see them as an honest and objective
source. Stock marker companies similarly
trade with trust. Just like journalism, a
stock market company is in the I|meI|%ht
more than many other businesses. This
Is not only due to the fact that it is usu-
ally Iarg1e Interms ofits turnover, number
of employees or market capitalisation,
but rather because its shares belong to
a large number of ‘peo le and the value
of shares is largely dependent on the
kind oftrust that exists towards the busi-
ness.

Joumaiism and Objectivity

Journalists must always make clear fbr
themselves who it isthey are writing fr,
what is the target Hroup oftheir news or
in other words, they must construct a
gage for their stories in order to detect
what is excessive. One of the most im-
portant things demanded of news jour-
nalists is objectivity. A stock market com-
pany inevitably cannot be objective
when forwarding its announcement to
the stock exchange, since it is in its best
interest to portray things in a better light.

And besides, it's not necessarily out of
the question fbr a company to cover up
unpleasant truths or to announce con-
flicting reports. _
Ajournalist is therefore able to take into
consideration the influence his or her
work has on the behaviour of shares,
actually it's good ifhe or she is aware of
this, yet does not thereby lose objec-
tiveness or the need to protects the in-
terests of investors,

Since interms of the future of the stock
market's share, being directed into the
future, or in other word trust is impor-
tant, an investor searches for news con-
cerning what the future may hold fbr the
company and how it may act on the
stock market. Truths reflected in the
news ﬁrowde new points of reference,
with the help of which an investor can
predict the future of both stock market
companies as well as its shares. Another
pOSSIbIlIt?/ is the ratln?_ given in an arti-
cle. Surely the journalist has his or her
own opinion, but in order to remain ob-
jective and |mﬁartlal, they are not able
to reveal it. While at the same time it is
necessary to present a prognosis. Ajour-
nalist should use experts tbr this, which
inthe case of general stock market com-
panies are usually the comments of a
stockbroker. In revealing them, you
should not o_nlﬁ limit yourself to one
opinion and if they are In conflict, both
opinions must be presented.
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Besides, a stock exchange notice pre-
sented by acompany is always the pass-
|n?;on ofa one-sided dry truth. A jour-
nalist can shed light on the occurrence
inabroader manner, adding background
information as well as the comments of
close friends and competitors. In other
words, they can transform a dry piece of
news into something lively and contain-
ing broader-ranging information.
Usually a newspaper attempts to avoid
a situation where one of their Aqurnal-
ists begins_to forward facts which are
not objective, altered information or
downright false, One possible way to
battle against this is to establish ajour-
nalist's code of ethics, allow this to be
read b¥_ the journalist and then have the
journalist 3|?n It, o that they are re-
quired to follow the ethics code. In a
case of this code being violated, the
editorial board shall have the right to
punish the journalist or to terminate his
or her work contract, just as the stock
market punishes a stock market company
for violating stock market rules with ei-
ther a fine or by being banned from the
stock market. .

|fthe stock market protects the investor
in this fashion, then the newspaper's
editorial board does its best to protect
the readers. The interest of the editorial
Is firstly that the journalist writes good
articles which are true to the facts and
does not mislead readers and also that a
journalist does not fail to write about
thmgg which are important and interest-
ing thr the reader.

Joumaiists' Code of Ethics

One possible source of threat is a con-
flict of interest. This involves a clash
between the journalist's personal inter-
ests and the goals of the editorial board.
Inthe ‘sjournalists' code of eth-
ics there are three Eoints, which deal
specifically with stock market companies
and their shares on the market;

1. The journalist shall reveal his or her
stock portfolio to the head or assistant
editor and immediately inform them of
any changes.

2. A journalist shall not own shares of
the companies ofwhich he or she writes
about.

3. Ajournalist shall not buy or sell stocks
(nor suggest such transactions to their

relatives or friends), whose price could
change due to the article bem.c[l prqured
in the editorial office before its publish-

ing.

A?ong with this, the code of ethics in-
cludes the aforementioned demands
concerning objectivity and number of
sources, or in other words, the fact that
the opportunity to speak must be given
to the opposite side as well. The require-
ment to reveal stock portfolios, men-
tioned in the first point, may seem to be
spying in one's personal wallet, since
why should it be the employer's con-
cern how his or her employer spends
their personal funds? Yet a stock market
company is a Eubllc enterprise and by
owning shares elon?|ng to such a com-
pany, a journalist also belongs to the
group owning the company. That is the
reason why shares belon_(f;mg to him or
her can be mvesﬂgated IT necessary.

ReoEIe are not used to this kind of "pub-
lic knowledge" in Estonia. When the
newspaper revealed the share-

holders of Uhispank after it acquired
Pohja-Eesti Pank and the price of shares
rose prior to the deal being made public,
this kind of going public with the names
of shareholders was considered unethi-
cal. And so it is, that often what is ethi-
cal is in fact what the general ?ubllc con-
siders ethical. In the case of the situa-
tion we just spoke of, it was helieved
that the newspaper was going through
people’s pockets and that this was not
very polite. The firstto feel this way were
those who were most effected by the
disclosure or in other words those
whose name stood in the list of share-
holders. For many it was of course ex-
tremely interesting to discover who be-
longs to the group owning shares in
Uhispank and when they were pur-
chased. In the Western world, people
react to such openness as something
natural or more precisely, this is not seen
as an unethical deed. Generally open-
ness is the right thing for them and si-
multaneouslﬁ helps to avoid shady
deals, when those mvolved in the deal
are known, , _

| therefore think that ajournalist should
not fear his or her stock portfolio's be-
ing revealed before the newspaFer's
board of directors nor at any other time.
An attemﬁt to shroud the contents of
one's stock portfolio leaves the impres-
sion that the journalist must have cer-

tain suspect reasons to cover up his or
her shares. . o

In the second point the editorial hoard
demands that a journalist not own the
shares of a company of which they are
writing. The editorial board fear that
such an action would put the journal-
Ist's mpqrtlahty injeopardy. Infactitis
not unethical fbr ajournalistto own such
shares, but rather 1f due to such owner-
ship, the_Y fail to so their job well, e.g.,
they write news stories which are not
prectlve or if they withhold or reveal
information to achieve personal qam. So
inmy opinion ajournalist could also own
shares In a company that they are writ-
!n? about, as long as that fact does not
influence the content oftheir article. This
is dependent on the journalist's ability
to switch roles, being an exemplaryjour-
nalist and loyal employee and at other
times being a small shareholder,
Besides, it Is useful even on the level of
education fbr a stock market journalist
to understand the mechanisms behind
share trading and as a small shareholder
It is easier fbr them to put themselves in
the role of their typical reader, that of a
small shareholder. o
In the case of an editorial hoard, it is
simply easier to minimise the risk that a
journalist could start to pay more atten-
tion to their own interests as a share-
holder, than those of the editorial board
or readership as a whole. What could a
journalist then do, when acting
unethically? For instance, he or she
does not reveal information and does
not write a critical article before having
sold his or her shares prior to their prices
ermeg. Begins writing only positive
articles concerning companies whose
shares he or she owns and does not
write ofthings that may badly influence
the compam{]. It is very difficult to con-
stantly do these kindS of things, since
the actual circumstances will emerge
sooner or later. And besides, there i
competition hetween newsPa ersand if
ajournalist writes convoluted stories or
does not reveal certain information, a
journalist from a rival newspaper could
act otherwise and then all would be re-
vealed. Therefore | don't have a single
example to show of a journalist acting
unethically when writing of stock mar-
ket companies. | believe that owning
shares is not unethical in itself and the
threat of thereby becoming unethical is



alsominimal. .

In the case of buying and selling shares
atatime when itis known that an article
IS being prepared which may cause a
_chanﬁ_e In share prices, then in my opin-
ion this is debatable. .
From the editorial board's standpoint,
this would seem be an example ofatrans-
action based on inside information. Al-
though the stock exchange has also de-
termined rules which prohibit the use of
inside information when ﬁerformlng
stock market transactions, tnen it is not
considered a inside information trans-
action according to the stock market.
Perhaps the editorial board is more con-
cerned about a journalist's reputation,
s0 that no impression is left ofthe jour-
nalist being the non-objective, greedy

type.

Xn inside information transaction is ac-
tually useful from the standpoint of the
adequacy of share prices. It is said, that
the stock market price is always right
this means that it cannot be stated
whether a share is over- or under-priced.
Yet the price corresponds to certain in-
vestor knowledge and hopes concern-
ing the company. Ifan event takes place
ora decision has been made regarding a
certain event, then once this becomes

public knowledge, it may effect share
prices. Therefore, the faster things are
done due to information about the event,
the faster share prices correspond to
actual conditions. From this point of
view, inside information transactions
could be permitted. For instance laws in
tG_ermany have permitted such transac-
ions.

Concisions

Journalists are not the original source
of information concerning stock market
comﬁan_les. They are only its transport-
ers, the information itselfis already some-
one else's and it is quite probable that a
stock market inside information trans-
action will be performed using this in-
formation. And besides, it is hard to have
any control over such transactions oc-
curring. In Estonia the securities inspec-
torate has tried to reveal such occur-
rences in the past but have not achieved
many positive results.

Obviously it is absolutely normal that a
journalistwriting about banking have his
or her own personal bank account in a
certain bank. Ifajournalist finds out that
the bank is in threat of going bankrupt,

IS it unethical ifther go and withdraw
their funds from that bank? A journalist
can act similarly inthe case oftheir share
investment. What if they buK shares
based on information that they have, yet
which has not yet been published in‘an
article? In such a case they assume that
the market will begin to react in the same
way and will begin to purchase the com-
pany's shares. AH inside information
transactions are done on the assump-
tion that the market will follow. And In
fact all share transactions are done on
the assumption that the market will con-
tinue to act the same, only that the in-
vestor has predicted this trend ahead of
time.

| thereby believe that ajournalist's pref-
erence is mostly dependent on how he
or she does their work, not by the kinds
of threats leaning to possible unethical
deeds that he or she Is surrounded by.

CERTAIN ASPECTS OF BUSINESS ETHICS

Based on the Exampie of Banking

Arno Kaseniit,

Executive MBA Student, EBS
Tallinn Pharmaceutical Company,
Member of the Board

introduction

Decisions must be made every day. De-
cisions affect the activities or status of
the one deciding, as well as people or
organisations, processes or events
which are in one way or another depend-
ent on the person deciding.

Decisions and resolutions are a ques-
tion of choice. Whether to choose good
or bad, rlﬂht or "even more right", or as
Is often the case, between the lesser of
two_evils, that is the questlon. Such
choices can involve a dilemma, trouble
in finding the right and impartial path
between what is permitted or prohibited
in doing a beautiful or nasty deed, and
in solving problems. The goals can
thereby be very noble indeed.

Makin([; decisions is not only the duty
oftop [eaders and an activity belonglnﬁ
solely to them. Choices are made by al
of us, by every employee at the busi-
ness level.

Decision making takes place according
to knowledge and ability, but also ac-
cording to good intentions and customs.
What ultimately determines a person's

choice or answer to the question
"WHAT IS RIGHT?" is their decision,
based on experiences, knowledge and
ethics, which derive from feelings con-
cerning morals, upbringing and” moral
education.

The gap between decidinq.and freedom
of choice and rules established by law
and crime isaproblem of ETHICS. Eth-
ics is a branch of philosophy which
studies how a person is tuned when
making decisions, the reasons behind
the decisions and possible conse-
?uences in the social background sys-
em,

When speaking of entrepreneurial ac-
tivities, in business this tgpe of decid-
mE hllosth is referred to as BUSI-
NESS ETHICS.



BUSINESS refers to a goal-oriented ac-
tivity attempting to gain economic profit
(Meel, 1997).

Business ethics thereby studies peo-
ples' behaviour and decision making in
an economic environment, where con-
flicts, including ethical cases and ethi-
cal dilemmas, will inevitably arise since
various sides are attempting to profit.

From this point on, | would like to deal
with things related to business ethics.
Since the quickly changing and devel-
oping economic life in Estonia is ex-
tremely influential to a large number of
people and their fate, then it can be said
thatthe knowledge ofwhat is ethical and
what isn't, Is growing in importance.
Everything concerning ethics derives
from our vision of the future and our
Hceals concerning an honest and secure
ife.

In a time of changes, there is a lack of
security and honesty, hence the reason
why this is very often the topic of con-
versation. Not that during such a time
ﬁeople are objectively unethical or dis-
onest, but rather because there is an
unusually large amount of things which
are unclear and irregular during such a
period.

Problems in contemporary business eth-
ics are most likely similar in their basic
nature and comparable to the antique
age, to ethical norms which were valid
in the economic sphere of ancient
Greece. However, ifwe are to take a look
at the content and character of ethical
problems today, then their development
and manifestation is mostdeflnlte(ljydlf-
ferent from the time when so-called state
requlation totally ceased to exist or was
ina developmental stage. These days
the development of many possible con-
flicts when choosing between ethical
and non-ethical are much more depend-
ent on (and more precisely determined
by), laws re ulatmg| economic activity
and other such so-called norms enforced
in black and white,

Business ethics is one of the most im-
Fortant topics of discussion and most
iable to cause arguments in world busi-
ness practise. Business ethics deals with
the question ofwhether different activi-

ties and ways ofactlngbm business eth-
ics are socially acceptable. For instance,
should a salesperson speak of a prod-
uct's possible threats when introducing
it? Should an accountant notify some-
one concerning inaccuracies found in
the bookkeeping, if they come upon it?
Should a large shareholder consider
smaller shareholders, and so on. Accord-
ing to the legality of solving these prob-
lems, the actions of people will be de-
cided on and considered right or wrong.
However all decisions are not rePu.Iated
by legislation and this may result in ar-

Business ethics deais with the
question of whether different
activities and ways of acting
in business ethics are sociatly
acceptahie. For instance,
should a saiesperson sPeak of
a product's possibie threats
when introducing it?

guments over interpretation and judge-
ment of one situation or another.

By nature, business ethics are an end-
leSs source of arguments, since univer-
gallﬁ/ acceptable solutions do not exist
in the case of specific ethical conflicts.

Yet countless cases have occurred
which are not directly regulated by any
one act and provide the person or of-
ganisation with the "opportunity to end
up in an ethical conflict",

Discussions on the topic of business
ethics and developlln(%oplmons concem-
ing them should"in Tact help entrepre-
neurs measure moral gains and losses,
rights and fairness in varying decisions,
how to come out of a conflict situation
without causing damage to yourself or
others, and so on.

One way to simplify the solutions fbr
coming out of the aforementioned con-
flicts Is to describe the so-called good
practise invarious areas ofactivity. Ethi-
cal principles or actual ethical rules of
behaviour have been introduced for in-
stance in banking, activities ofthe stock
exchange, real estate brokerage, ac-
counting, and other such fields of activ-
ity.

If suggestions fbr activities by employ-
ment representatives, norms of behav-
lour in cases of having to defend the
honour of their profession, or of lack of
reﬂulatlon have been described, in terms
ofthe aforementioned ethical code, then
in the case of good practise, the ethical
suggestions of businesses active in
some economic field or other, or their
directors are declared. The category of
honour is emphasised in business eth-
ics. When speaking of good practise,
we speak more of honour towards sec-
ond and third persons and about not
qamagmﬁ their interests or opportuni-
ties and the demand fbr the utmost open-
ness.

The aforementioned description ofgood
Bracnses and codes of ethics can also

e referred to as the standard of ethical
principles. Standard solutions to ethical
conflicts can be found in terms of analo-
gous Cases.

But still, each ethical dilemma is always
unique and a standard example can only
be of help in searching fbr a solution in
a situation that has unfolded.

Banking and Business
Ethics

Now I will tum to dealin% with the pos-
sibilities ofan ethical conflict occurring,
the situations in terms of which every-
thing seems legal, but is still in fact un-
ethical. I will review moral conflicts and
the opportunities for solving them. |
shall analyse one ofthe most influential
areas of economics, which during the
Perlod at hand had very strongly ef-
ected other businesses and the
economy as a whole - banking. | will
thereby discuss the possibilities for the
development of ethical conflicts and
their possible solutions within the ac-



tivities and leadership of banks.

Rapid activity in the banking sector be-
gan intoday's Estonia in the early 1990s,
when a banka enterprise could be
founded with relatively few and simple
means.

Since that time, banking has gone
through two large crises, the first dur-
ing the transitions from 1992 to 1993 and
the second in 1998, Since I will no go
into the details of describing what a cri-
sis is, then I would call what occurred in
banking simply as a change and 1do
this in order to Include more events and
situations which all need not fit the defi-
nition of a crisis.

Banking is tied to humane trust. It is not
a simple buy and sell service, but the
mutual delegation of an intimate and
personal problem called MONEY and
the hopes and obligations that go along
with it. Money and valuables have been
borrowed since time eternal, this activ-
ity is not anew one, however the norms
and forms of borrowing and trust have
changed drastically. Borrowing from
your neighbour until pay-day in rural
areas is quite a common phenomenon.
The borrowing of millions by large cor-
Poratlons or states is also becoming all
he more common,

The greater the trust, the larger the sum
that 15 entrusted in the hands of others
- 10 banks in the form of savings, busi-
nesses or individuals as a loan. The
%reater therehy is the WaIIIn?_ and the

ope that the frust will be justified and
the more it is presumed that the return
of the property should occur. The
uniqueness of borrowing as a form of
business lies in the fact that a larger sum
is wanted in return than what was given
out, or in other words, a profit is desired
when lending money.

This is where the first ethically conflict-
|n%llnk is revealed. A person who wishes
to borrow money is someone who at the
moment has none. Money is borrowed
with the goall of earning even more
money and with the intention of paying
back the borrowed sum.

Borrowing activities are quite strictly
regimented all over the world. In Esto-

nia the Bank Act and Credit Institutions
Act are in force. In addition, many civil
|aw acts and also the Criminal Code regu-
late and ensure that trust is not ill-used.

Still, the area of interpretation lying be-
tween permitted and regulated activities
and those which are prohibited and ille-

al is extremely great and it is here that
the shaded duel of hidden principles is
taking place.

Ethical reglulatio.n and a similar overall
understanding exist only inan ideal land-
scape.

|ftl) Ireality, ethical conflicts are unavoid-
able.

Bank as an Ethical
Entfepnse

Let's look at the bank as a specific en-
terprise, ajoint share company can have
thousands of shareholders or owners,
and tens of thousands of clients at the
same time. They can also be sharehold-
ers and the business can be headed by
people who are shareholders and clients
atthe same time,

As mentioned earlier, the Bank Act and
Credit Institutions Act regulate bank
activities. In addition, every bank has
its own statutes and other acts which
requlate the activities of the given en-
terprise.

One crucial document, which regulates
the unanimous understanding of the
bank and the public at large concerning
the. i)rlnm les of banking activities is
entitled GOOD BANKING PRACTISE.

The preamble of this document notes
that the goal of ~ AmwAMg
isto determine ethical principles inwrit-
ing, which are used by Estonian credit
institutions and would provide helg on
the road to mutual understanding, hon-
est and free competition, the develop-
ment of the hanking system and the in-
surance of a g6oo reputation (Good
Banking..., 19%).

The bank is a relatively open business
association for shareholders whose
shares are quoted on the stock exchange.

Ethical problems can arise from differ-
ent interests and from a difference in
goals and how to achieve them.

A shareholder is the owner ofthe enter-
prise and his or her wish should be sa-
cred. Unfortunately depending on the
number of shares, a shareholder has ei-
ther more or less rights to speak and
opportunities to Jom In the actual plan-
ning of the %pa_s and direction of the
enterprise. This is where there is a colli-
sion, especially in the strategic f)lan, of
the Interests of so-called small share-
holders and large shareholders and the
opportunities to realise these interests.

ow ethical is the direction of a bank
according to the goals of a Iarge share-
holder? To what extent should a large
shareholder consider the interests of
small shareholders? These are questions
to which answers can be received only
through arguing and often the small
sharenolder must simply accept the situ-
ation, as long as everything occurs
within the limits ofthe law.

An example from the recent past: A Swed-
ish bank that acquired the majority of
one of Estonia’s Iar%erbanks, unexpect-
edly sold a part ofthe shares to a Polish
investment c_ompany, thereby changing
the bank's directing strategy. The trans-
action was legal, but was It in the inter-
est of Estonia’s small shareholders?

Pronounced conflicts of interest involv-
ing shareholders can erupt if there are
shareholders in the bank's board of di-
rectors. The chairperson can be a small
shareholder, but comprehending a Iarger
part of bank information undoubtedly
gives the chair-shareholder an advan-
tage over other shareholders. Such a
situation takes on drastic overtones if
the bank's business activities start to
go very well, orjust the opposite, very
poorly. On a ﬁersonal level, the bank's
chairperson shall certainly present him
or herself with the question as a share-
holder - it is ethical to realise one's
shares during a period of change? Us-
ing so-called internal information, it is
possible to speculate with one's shares
either in the stock exchange or outside
ofitand earn more than other sharehold-
ers thanks to your position. A good ex-
ample of a sales boom of shares was the
widespread sale of the shares belong-



ing to large shareholders and heads ofa
large Estonian bank. For many, this was
a sign that there was something very
critical occurring within the bank;

AIon%wnh the development of conflicts,
so-called conflicts of responsibility can
arise between shareholders and heads
of banks who are shareholders and this
is accompanied by ethical problems.
Responsibility is usually divided accord-
ing to the size of the Fack of shares, yet
the responsibility of the management
and hoard of directors is unique and in-
separable. The respon5|blllt¥ ofthe man-
ager is even greater, even it he or she is
not a shareholder. ResEonS|b|I|ty (e-
mands certain rights, but even here it is
necessary to know and sense what is
permitted, even when everything seems
10 be legal. How ethical is it to give a
|oan to abank employee, person belong-
ing to the board of directors, or even a
shareholder?

Obviously the limitto being moderate is
seen by many as being a crucial aspect,
since in the fierce competition between
banks it is not realistic to leave a rela-
tively large part of shareholders or heads
without the right to use elemental bank
services. Yet once again the question
lies in the conditions and limitations of
how services are obtained. If the bank
were to slip into bankruptcy fbr instance,
then you can be certain that the institu-
tion's heads, or businesses associated
with them who have received the bank's
services, shall be accused of stealing the
bank's money. The head of Estonian's
Ta_xpaﬁers Association Enn Roose had
said, that the main reasons that can be
named for Estonia's banking system
crumbling, are the desire of new bank-
ers to get rich quickly and ;nexFerlen¢e
at taking risks and intentional deceit.
This occurs in the form of bank money
being transferred into one's own pocket
via various channels (Roose, 1998).

Ethica! Behaviour
Between a Bank and Us
Ciients

Mutual ethical behaviour between a

bank and its clients is necessary. It is
written in Good Banking Practice that

the basis fbr relations between bank and
client are mutual honesty and trust
HPT). Itis clear that stressing trust is in
the bank's best interest. It is'a kind of
encoura%ement and simultaneously a
way to tempt clients to bring their
money o %our.bank. IS such tempting,
whether itbe with high savings percent-
ages or in some other way, ethical? On
the other hand, it is in the clients inter-
est to be ahle to obtain a loan in addi-
tion to receiving a high percent on sav-
ings? How much should the client re-
veal concerning his or her plans when

Abank's social responsibility
IS best revealed during a wave
of bankruptcies. Obviously not
all "active" people are good
entrepreneurs or
knowledgeable owners, and so
it is that durlr]g a genera!
downward slide In the
economic climate, many
entrepreneurs who took a
bank loan will go bankrugt_,
and the banks are thereby hit
twice.

tryln? to obtain a loan? A bank should
trust the person receiving a loan. Yet in
Estonian banking practice there have
been too many cases of loan fraud or
simply instances where husinesses have
failed and large sums of money have
gone missing. Should banks inform de-
Posnors about those receiving loans and
0sses through loans? What kind of risk
and taken to what extent, is ethical,
which isn't? Is it ethical to profit by tak-
ing advantage of trust? Where does the
limit ofagreement fbr risks lie? Itis said
in Good Banking Practise, that when
performing transactions, the bank must
consider the legal interests ofall parties
involved. The bank cannot compromise
its trust with the client either distantly
orotherwise via its activity or inactivity.

The client also has a right to choose a
bank and bank services. This point
forces banks to act very aggressively

and often on the limit of ethicalness in
the strong race between competitors to
win the trust of clients, since a prerequi-
site of a bank's activity is the trusted
existence ofmoney.

The bank and social environment are
closely related. Luckily hanks do not
pollute the environment, yet since large
monies twirl around them, banks inevi-
tably influence the economic environ-
ment and thereb?/. also politics, in a
roundaboutway. Itis written in the Good
Banking Practise document, that banks
do not find it appropriate to support
political movements, -parties or other
such, pseudo-political organisations.

According to a liberal worldview (Milton
Frle_dman%, it is the utmost duty of each
business to earn a profit (M. Meel, 1998).
The state should be responsible for law-
fulness and maintaining order. The bank
Is a totally Ieﬁal institution of employ-
ees loyal to the state, which also takes
care that everything it does is legal, since
this also is of utmost importance from
the aspect of trust. Thereby it can be
said that there is more somal_resgons.l-
bility involved in bank activities than in
other types of enterprises. At the same
time, banks are not in the business of
cultivating national sentiment, at least
not in as great a capacity as man?{ cli-
ents and ?0I|1|C|ans would like to believe.
When offering services and consider-
ing conditions fbr a loan, a bank cannot
show preference fbr the nationality or
background of a certain business. Yet
banks always have the opportunity to
make referénce to various risk levels
when determining conditions and to
decide based thereon.

A bank's social responsibility is best
revealed during a wave ofbankruptcies.
Obviously not all "active" people are
good entrepreneurs or knowledgeable
owners, and so it is that during a gen-
eral downward slide in the economic cli-
mate, many entrepreneurs who took a
bank loan will go bankrupt, and the
banks are thereby hit twice. On the one
hand they must get the money back from
the entrepreneur as gmcklﬁ as possible,
which can then lead the business into
bankruptcy faster. On the f||ﬁped side,
they must pay back more to the deposi-
tors, which makes the bank's situation



much more difficult. The largest bank
crash of the recent past can be consid-
ered the bankruptcy of the Maapank, in
who's case the state intervened, to avoid
an even greater crash in the state's
economy as awhole. Therefore it can be
said, that the larger the bank, the greater
Its place in the state and the more pain-
ful the possible results in the entire coun-
try's economic conditions should some-
thing bad happen.

Banks effect the economy and the
economy effects banks. | would like to
quote Enn Roose, who has stated that
reasons behind the so-called stock mar-
ket crash of 1997 may be found by look-
ing into the activitiesofbanks. . .Esto-
nia's largest commercial banks were di-
rectly linked to the crash, since by en-
couraging their repo-transactions, they
pumped the prices of shares to a height
which lacked ang kind of economic
base.. (Roose, 1998).

In conclusion I would like to agree with
the statement that the development of
banking, its two incidents of crumbling

and cleansing achieved thereby has
been a process full of social meaning,
above all else. It is a situation, whic
has been mostly described and talked
about using the term ethical crisis.

During a period of change business
strategles change also, initially becom-
ing quite severe in order to win the in-
evitable battle to survive, in the name
of, and with the goal of, survwmg. Later
they become trustvv_orthﬁ and more
placid. It is at that point when business
peoRIe are asked to come and discuss
on the theme of ethical business or busi-
ness ethics. It is a similar situation to
where no one speaks of the heart, at a
time when itiswell. When the heart gives
a signal, the topic becomes one of a
healthy lifestyle and saving the heart
from stress.

Condusion

An understanding of business ethics
develops in time, just as does legisla-
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Principies

The Estonian Business School believes
in honesty, integrity and competition as
key principles In & functioning market
economy. It therefore expects its stu-
dents, faculty and staff to follow these
principles both in business and in aca-
demic life. Any act of cheating, plagia-
rism, or similar unethical behavior will
be treated as an attack on the institution
itself, and punished accordingly. Stu-
dents need to understand that the value
ofan EBS diploma in the labor market is
based on the fact that it is earned
through hard work. Angone trying to get
creditby other means than his own work
not only deprives himself of the oppor-
tunity to leam something, but damages

the reputation of EBS and steals from
his classmates, by lowering the value of
their diploma. Anyone disrupting the
learning process lowers the quality of
education that students receive. Re-
ports on violations of these principles
will be treated confidentially.

Examples ofProhibited Behavior

* Cheating, ﬁlaglarlsm, collaboration
and any other form ofacademic dis-
honesty in connection with tests,
homework, exams, or final pa‘per

* Giving false or mls!eadln(% informa-
tionto ang EBS official, staffor fac-
ulty member _

* For%e(rjy, alteration, or misuse ofany
EBS document or record

* Disruption or obstruction of teach-
ing, e.g. chatting or use of mobile
Fhones In class, repeatedly arriving
ate or leaving early .

* Disruption or obstruction of admin-
istration or other EBS activities, in-
tc_Iudlng library and computer facili-
les

tion and the economic scene as awhole.

It is important to stress that ethics and
honest business are in many ways syno-
nyms and that it is in the best interest of
every honest business partner to culti-
vate business honestly, yet foremost it
IS in the interest ofbanks, since itis prof-
itable and useful.
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Sanctions

Aviolation of the principles of honesty,
|ntegrlt¥ and competition at EBS is an
abuse otthe privilege ofstudrlng atEBS,
and raises the question whether the per-
son is worthy of attending EBS in the
future. Sanctions fbr prohibited behavior
range from grade reductions to
exmatriculation without refund oftuition.
Cheating and plagiarism result automati-
tc.aIIy inan F (zero) fbr the paper in ques-
jon.
Smaller sanctions: grade reduction, F fbr
test/exam/homework, additional tasks,
remark in student's academic record, ex-
clusion from class participation in the
glven course for ug to one week

evere sanctions: F fbr semester, repeat
course, repeat semester, temporary
exmatriculation, ~ permanent
exmatriculation, legal action, exclusion
from class participation in the given
course for more than one week, exclu-
sion from more than one course.
An individual staff or faculty member



can decide smaller sanctions; more se-
vere ones need the approval of the re-
sponsible chair or the director of stud-
les. The person imposing a sanction
passes a written notice, containing the
name ofthe student, the offence and the
sanction, to the student database. Stu-
dents can protest against imposed sanc-
tions in written form to the responsible
chair or to the director of studies.

Definitions

"Cheating" means (1) use of any unau-
thorized assistance In taking quizzes,
tests, or examinations; (2) dependence

upon the aid of sources beyond those
authorized by the instructor in writing
Fapers, preparing reports, solving prob-
ems, or carrying out other asmgnments;
or (3) the acquisition, without permis-
sion, oftests or other academic material
belonng to a member of the Univer-
sﬂY faculty or staff.

"Plagiarism" means the use, by para-
Phrase or direct quotation, of the pub-
ished or unpublished work of another
person without full and clear acknow!-
edgment. It also includes the unac-
knowledged use of materials prepared
by another person or agency engaged
inthe selling ofterm papers or other aca-

THE FRST FULBFHGHT RESEARCH

GRANT AT EBS

Tiida KARING, PhD
Director of R & D

The Futbright Program in
Brief

The flagship international education ex-
change program sponsored by the U.S.
Government, widely known as the
Fulbright Program, is designed, in the
words of its enabling legislation, to "in-
crease mutual understanding between
the people of the United States and the
peoFIe of other countries..." With this
goa as a starting point, the Fulbright
rogram has provided more than 220,000
participants - chosen fbr their leadership
potential - with the opFo.rtunlty to ob-
serve each others' political and eco-
nomic institutions and cultures, ex-
change ideas and embark on joint ven-
tures of importance to the general wel-
fare of the world's inhabitants since its
inception over fifty years ago.
The FuIbrlght Program was established
in 1946 under InglsIa.thn introduced by
former Senator J. William Fulbright of
Arkansas. The Fulbright Program s ad-
ministered by the Bureau of Educational
and Cultural Affairs of the United States
Information Agency. About 4,200 new
grants are awarded annually.

Professionai Program in
the US.

In the Fall semester of 1998 the author
ofthis article had the opportunity to use
a CIES/USIA Fulbright Research grant
to carry out her research in the U.S.
The project title was: Development of
Meaningful Quality Accreditation Stand-
ards fbr Higher Education on Transi-
tional Societies (The Estonian Case).

The research objective was to develop
accreditation standards fbr graduate
business education in Estonia. To ac-
complish this time was used as a
Fulbright scholar to deepen understand-
ing ofAmerican principles ofaccredita-
tion and the organization of the proc-
ess. | will use this knowledge to  rec-
ommend procedures fbr de\(lsm? a Set
of standaras that are appropriate fbr the
Estonian educational system.

North America has ong of the longest
traditions in the accreditation of educa-
tion. 1 had a good opportunity to visit
accreditation nstitutions, consult with
key individuals and contact peer group
members.

| visited 15 institutions, where research
was done. | met keypersons, inter-
viewed them and the people who were
responsible fbr accreditation. In several
universities and colleges | had very

demic materials. .
"Collaboration" means the unauthorized
cooperation with another person(s) in
Preparl_ng academic assignments or col-
aboration with another person to com-
mit an act of academic dishonesty.

SCHOLAR

good meetings with faculty members. |
worked in manbllbrane.s and gave a lec-
ture at Comnell University under the Oc-
casional Lecture Program.

The host institution for this Fulbright
research was Bentley CQIIePe..
Estonian Universities, including EBS,
have had a long- standing relationship
with Bentley College. The research was
planned in conjunction with Bentler
College and during my stay, I had full
access to the academic resources of
Bentley College.

The Methodology I used for my re-

search was. .

* consulting with American experts and
Peer group members on accreditation
opIcs .

* ?.nalysmg specific cases of evalua-
ion

* familiarizing myselfwith the relevant
qulslatlon . .

*collecting information on the rules
and procedures of major U.S. ac-
creditation institutions such as
American  Assembly of Collegiate
Schools of Business(AACSB), New
EngilandAssomatlon of Schools and
Colleges (NEASC), Accrediting
Council fbr Independent Colleges
and Schools(ACI S?,etc,

* rewewmg| self-evaluation reports
from Bentley College, School ofHo-



tel Administration of Cornell Univer-
sity and Fordam University.

One of the most important sources fhr
my research was from AACSB - Stand-
ards for Accreditation Business Admin-
istration and Accounting (Guidance for
self-evaluation). | compared American
standards with Estonian standards and
it gave me the oppurtunity to devise a
set of quality accreditation standards
that are appropriate for the Estonian
educational system. _

In addition, I reviewed many different
materials such as books, journal arti-
cles, websites, etc. | had a good
oppurtunity to read several seli-evaiu-
ation reports from the schools | visited.
It gave me an overview of the quality
achievements and information about the
continuous improvements of education
In American colle%es and universities
through self-evaluation.

The opportunities provided by being
based Inthe U.S. educational institutions
would facilitate:

*The implementation of the work re-
sults ~through governmental
structuresé!\/llnlstr of Education
and Accreditation Center)

* Reallsmg the Quality Accreditation
Standards for all universities and
colleges in Estonia

*Looking forward to closer co-opera-
tion with possible partners in the
Baltic area and being ableto deliver
our experience to them

The results ofmy work inthe U.S. would
allow me to emBIoP]/ my experience at a
practical level fbrthe Higher Education
Quality Assurance Council of Estonia
and inthis way to improve the quality of

Professor Lee H. Schlorff, Academic Vice
President of Bentley College and Tii& Karing

the educational system in Estonia. | can
also devise a set of quality accredita-
tion standards that are ap'oroprlate for
the Estonian educational system. To
use the results of my research work, |
have been asked to publish several arti-
cles in }Eubllcatlonsl such as: "Review
of GATE" (Washington, D.C.) and
"Cornell Quarterly", the review of Cornell
University.

Due to personal contacts during my
Fulbright staY in the U.S. several Ideas
and plans will continue my professional
collaboration with members of faculty
at Bentley, Fordam University, The Ho-
tel School ofHospitality at Cornell Uni-
versity, Babson College, The Econom-
ics Institute( at Boulderg.etc.. .
| intend, if proper funding is obtained
to *om. Bentley College's work-group to
establish a Business Ethics Center atthe
Estonian Business School. We plan to
organize with Bentley College a Busi-
ness Ethics Conference in Spring 1999
In Estonia.

Other Experiences and
Impressions

American Universities and colleges of-

fer a lot of different scientific, profes-
sional lectures and cultural events. At
Bentley College, the International Center
exels in mer%mg different cultures, or-
ganizing different lectures, seminars
and cultural events fbr international stu-
dents and scholars. |took part in many
ofthem.

Especially useful and of great interest
to me was taking part in the International

Staff of the International Center of Bently College

Graduate Academic Excellence Seminars
on verXAdlfferent topics, given by Pro-
fessor Mary Wright-Singer. 1 learned a
lot about American culture, history,
economy, etc. _

| used every opportunity to speak about
my country, my home town, college and
work. I'had a lot of printed materials,
souvenirs and CDs from Estonia, which
helped me to illustrate w J)resentatlons.
AtCornell University, NY | %avea res-
entation ahout Estonian hlq er educa-
tion. | also spoke to people from the
office study abroad at Bentley and
Cornell about potential student ex-
change with EBS.

| visited several homes of my Bentley
colleagues. During my short trips
stayed overnight in"several homes on
Long Island, in New York, in Washing-
ton and in Colorado. | liked very muc
the American's life style to work as a
volunteer for their community and their
donations fbr schools, libraries, etc. |
appreciate that Americans are helpful,
open minded and friendly people.

| visited mainly on the East Cost of the
U.S. - Washington D.C., New Hamp-
shire, Boston, New York, Ithaca(NY) as
well as Boulder and Denver in Colorado.
All these trips were connected with my
work and durmP these travels | visited
different schools, universities, and or-
ganizations of accreditation. They gave
me a lot of good personal contacts, pos-
sibilities fbr further collaboration and a
better understanding of an American
higher education, as well as a possibil-
ity to work inwell equipped libraries and
colle%t a lot of information for my re-
search.



Participants of the international Graduate Academic Excellence Seminar

| saw different towns, various topogra-
phies (landscape), historical places, vis-
Ited museums and took part in cultural
events, went to the theatres and con-
certs. This gave me abetter understand-
ing of America and Americans.

The basic purfJose ofthe Fulbright Pro-
gram is as fbllows: "To increase mutual
understanding between the people of
the U. S. and the people of other coun-
tries”. On the bases of my experience
and observations inthe U.S. during this

ﬂ_rant, | would mention that, I think very
|ghlg.o.f.the Fulbright Program and the
possibilities to carry out research dur-
Ing my stay in America. | noticed that
many universities and colleges there are
as multinational societies and it gives a
person an opportunity to see and un-
derstand people from other countries.
For example, during this ?_rant, | worked
with the multinational office, one of my
room-mates was a professor from China.
| also shared office with a professor from
India, and | made friendly contact with
nﬁny representatives of other nation-
alities.

| am sure and believe that in this case
theljaurr(]j ofthe Fulbright Program is fully
realized.

CONGRATULATIONS, PROFESSOR MADIS HABAKUK !

Since the establishment of Estonian
Business School in 1988 two names -
Madis Habakuk and Estonian Business
School are used synonymously. Our
school celebrated its 10-th anniversary
last December. At the same time, the
B_remdent of EBS celebrated his 60-th
irthday. Congratulations!

The best word that describes his career
is versatility. His friends have described
Madis Habakuk as a person who always
has a long-term vision. His career started
inNorma as the Head ofthe Department
of Industrial Engineering. He is the
founder of the Estonian Management
Institute. For ten years (1978-1988), he
was the Head of'the Management De-
partment, Management Institute, Esto-
nia. In 1988, he founded the first private
university in the former Soviet Union-
Estonian Business School.

In 1981, Madis Habakuk earned his PhD
degree in the field of management and
organisation d(Tallmn Technical Univer-
sity). In his defence, the main problem
was that Madis Habakuk was "too
Koung age for a PhD". Madis Habakuk
as been involved in teaching both at
university (Tallinn Technical University)
and executive level fbr the last 25 years.
In 1992, he was elected Honorary Doc-
tor of Science at the San Fransisco
Graduate School ofPsychologr. Today,
inaddition to his presidential role at EBS,
he teaches Strate%m. Management and
Management Techniques to Executive
MBA students and BBA sophomores.

In the 1980-s, Madis Habakuk worked
as management consultant advising
both companies in Estonia as well as in
Ethiopia, Switzerland (ILO), Cuba, Po-
land, Hungary and chzechlosvakia. He
is a board member of the Central and
East European Association fbr Interna-
tional Education and ofthe Estonian As-
sociation of Private Education. The Ul-
timate Professional Directory selected
Madis Habakuk as an honored member
of International Who's Who fbr the
Year 1998,

Madis Habakuk has published more than
100 books, articles and reports as well
as instruction materials for consultants.
Madis Habakuk was the first one in the
world who assessed onalt%/ in manage-
ment according to his psychometric and
sociometric measures. Besides research,
his versatility is in his hobbies: Madis
Habakuk can say aword in light athlet-
ics, wrestling, tennis, scuba-diving, ten-
nis and swimming.

Strength and Creativity!

Estonian Business School



GRADUATES OF FULL-TIME, EVENING AND

DISTANCE STUDIES WINTER 1998

Graduates of Fuit-Time Studies (BBA) Winter 1998

1. Ele Beek
2.Janno Ingermann
3.Andres Klaar

4. Jukk Pavelson
5. Rasmus Pikkani
6. Andrus Pukk

7. Artur Suits

8. Ave Suits
9.0ievloru

10. Tiiu Voog

Management, "The Need for Internal Marketing in Estonian Companies"
Business, "Analysis of Office Product Marketing and Strategies for

Economics Theary, “The Spread of Financial Crises in Developing Markets: Chance
or a Process Relying on Economic Indicators?"* . .

Business, "Estonian Decision-Making Processes and Their Influencing Factors"*
Economics Theory, "The Model of Estonian Monetary Demand"*

Business, "Estonian Wholesale Market Analysis of Security Systems and

Caire/ L/d Market Positions with Future Strategy” _
Accoun.tlan,. "Measuring the Value of Companies. Techniques fbr the Valuation of
Shares in Private Companies in Estonia” o _
Accounting, "Accounting fbr Current Investments and Derivatives in Estonia”
Business, "Analysing Marketing Activities of LfJ. from a

Strategic Viewpoint" _ . _ . o
Economics Theory, "A Review ofPrivate Banking and its Future Opportunities in an
Global Perspective"

Graduates of Evening Studies (OB) Winter 1998

1. Kristina Koppe)

2.Hannu Lamp
3. Jakob Saks

4. Urmas Silman
5. Mart Toevere

6. Henri Treude
7.Eveiin Urbe!

8. Kristine Veinberg
9. Tarmo Vdidula

* These theses were writien in Estonian

Management, "Organisation Development in a Network Structure

EExampI.e of*M/w Business Developmeng" o
conomics Theory, "Estonia as a Target Country fbr Danish Direct Investments

Management, "Strategic Plan fbr the Commercial Department ofthe Royal Danis

EmbaSsy in Tallinn" ~ |

Business, "Transit Cargo in Estonia—Problems and Perspectives™*

Economics Theory, "Mergers and Acquisitions of Commercial Banks.

Case: An AFpralsal of Hansapank's and Hoiupank's merger"

Business, "Introducing the Database Marketing Concept in Airway?

Business, "Surviving in the Estonian Cosmetic Market.

An Analysis of 7r<2wn L/J." . .

Business, "The Marketing and Promotion of a Daily Newspaper"
Business, "An Analysis of the Marketing Strategy of
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Graduates of Distance Studies (KB) Winter 1998

|.AhtiAasma
2. KadriAid

3. Peep Amisepp
4. Jan Andresoo
5. Anne-LiisArulo

6. Piret Brett
1.Aet Grigorjev
8. Kristi lives

9. Indrek Janes
10. Erik Keerberg

11.Piret Kermon
12. Margit Kool

13. Sirje Kuusik
14. Kristina Kuusmik
15. Piret Laanemets
16. Kristel Laanvee
17, Katrin Lehtmets
18. Krista Leppiko
19. Mari-Liis Liinat

20. Marju Martson

21. Ain Mihkeison
22. Ege-Rita Méider
23.Andres Muru
24. Ulie Ormus
25.Eve Padrendson

Business, "Marketing Plan for . .
Accounting, "The Management ofa Business' Monetary Turnover with Help from
a Concern Account, Based on the Example of 77zePor? "

Business, "The Marketing and Analysis of Information Technology, Based on the
ExampleofPoMMfrJ™ o

Management, "Analysis ofthe Management Process ofa Service Firm: An Example
of Asset Management” o _
Business, “The Role of Marketing Public Relations in a Company's Marketing
Programs: an Example of ~ Asset Management"

Management, "A Bank as a Selling Organisation"*

Economics Theory, "The Estonian Stock Market Crash”

Management, “Training Personnel and Studies of Such Training in

Parnu Businesses™* _

Management, "Strategic Management in 0/ Prfwce Aasiz

Business, "The Role of Public Relations in the Completion of Large

Projects In Saaremaa™ .

Business, "The Re-Organisation of Marketing Activities ofthe Insurance Company

Business, "The Most Essential Aspects and Developmental Perspectives of Small
Business Advertising, Based on the Example of Pdmu's Small Businesses)"*
Accounting, "The Financing of Small Business"

Business, "Strategic Approaches to Media Planning"

Business, "The analysis of Sales Promotion Tools" .
Management, "Media Agencies and Their Future Scenarios in the Baltic Market"
Business, "Different Distribution Channels in Life Insurance Industry"

Business, "Key Account Management in the Hospitality Industry" -
Accounting, "An Overview of Finances and Accounting in Estonian Circumstances,
Starting from the Accounting Act and Income Tax Act™

Economics Theor¥, "An Organisation's Risk Evaluation from a

Creditor's Pointof View"

Management, “Software Pro&ect Management" N _

Economics Theory, "Methodology of Financial Advising fbr Businesses"
Accounting, "Measuring an Equity Portfolio Market Risk"

Business, "Advertising and Society"* . .
Management, "The DeveIoFment Priorities ofthe Estonian Confederation of
Employers and Industry until the year 2002"



26. Jaanus Palm

27. Moonika Paimse
28. Maigi Peeduli

29. Tanel Press

30. Eveiy Rebane

31. Andrea Reponen
32. Peeter Rumessen
33. Inge Runta!

34, Mari Siimar

35. Andri Simo
36. TOnu Vanajuur

37. Erko Virgepuu

Business, "An Analysis of Marketing Processes and Practical Output,
Based on the Example of LN .

Business, "Segmentation, Research and Communication in the Field of Insurance”
Business, "The Importance of Consumer Behaviour in Market Occupation and its
Role in arketing Strategy"

Business, "The Expansionary Needs and Development of .

Business, "The Analysis and Development of Polvamaa's Reputation™
Management, "Employee Motivation in a Business. Study, Analysis, Solutions."*
Business Law, "Labour Recruitment in the Baltic States and Finland.

Economic and Legal Aspects" . .

Business, The Development of a Trademark and Analysis of Reputation,

Based on the Example of "5* AJYD M2r<3f™* _ o
Busmes_s,.".TheAgpllcatlon ofthe Main Principles of Environmental Marketing in
the Activities of Organisations™ S .

Economics Theory, "Export Promotion in Estonia and its Perspectives”
Economics T_heog, "Opportunities for Financing a Business Prior to Emitting Stocks
on the Estonian Capitals Market"* _ _ _

Economics Theory, "Risks Carried by Electronic Banking Assessing and
Management Recommendations”

MBA Graduates in internationai Business Winter 1998

1. KiiraKure

2. Boris-Chistoph Lemke

3.Ando L&éne
4. Mari Naarits
5. Olev Niiisk

6. Eva Truuverk
7.01av Vilborn

"Conflict Resolution from Human Resources Prospective”

"Cross-Cultural Competence In International Management: Demand,

Definition and Management"

"Actlvm{ Based Costing in Widget Company"

"The Valuation ofa Company" . o o .
"Environmental Scanning and 5-year Price Projections of District Heating
Company Tallinna Soojus” -

“The Bank Cards and Consumer Cards Possibilities and Developments Analyze"
"Strategic Plan C-Gates Lithuania"



Graduate Diptoma in intemationai Business

—

Aili Armvaart
Peep Brandmeister
Maret Branten
Katri-Triin Gergents
Merike Hvalonski
Indrek Jakobson
Andrus Jalakas
Juho Jérva

Kristi Kaalep
Kaimo Kalda
Katrin Kaurit
Veigo Kell

Tiiu Kikajoon

Kala Kirs

Riho Koost

lvika KoEpeI

Pille Kotka

Evert Kreek
Martin Kruus
Jirgen Kukk

. Jaan Kurm
. Aat Kuum

Veljo Kuusk
Mért Kolli
Raul Laidvee
Eve Lamberg
Ly Lauringson
Lauri Leitorp
Ott Licht

Pille Lindpere
Loit Linnupdld
Mariann Lugus
Bert Louke
Meelis Maiste

. Arvo Malin%

Margus Matsal
Toomas Mets
Raivo Mitt
Katrin Nagl

. Tiit Niqul
. Virgo Olmet
. Tiina Pahka

Teet Parring
Meeli Puusepp

Graduate Diptoma in Business Administration
|.Enn Otsa

. Allan Raasalu

Kal R%Ja
Sirje Rank

~ Anu Rattiste

Helve Remmel
Tiina Ruditle
Marko Saar
Aarne Saarevili
Ulle-Ly Salis
Aare Siimon
Priit Sohkin
Eve Sule
Evelin Tamsalu
Margit Tuul

. JUri Tumanok

Kristel Usali
Kersti Uuemaa

. Anne Valk

Indrek Veevo
lvo Vadr



EBS'S 10 ANNIVERSARY

Kersti Loor
EBS, Marketing Manager

The Estonian Business School was
founded in December of 1988, so we were
therefore alread celebratmg} our tenth
anniversary in December of last year.,
The annlversarg festivities culminated
on December 18-19, with an official re-
ception for EBS staffas well as a Con-
cert-Ball.

On December 18 a special ceremony and
reception were held for EBS staff, teach-
ing staff and top students. The Cer-
emony was opened by EBS president
Madis Habakuk, who spoke about the
beginning ﬁears at the University. Many
among_us heard these tales fbr the first
time. The sgaeech was followed by re-
marks from Erich Rannu representing the
Estonian Economic Club in Canada and
Elmar Tampold on behalfofthe Estopian
University Students Eraterth (EUS).
The School also received well wishes
from the EBS Student Council president
Kaido Irval and our neighbour- the Di-
rector of the Light Industrial Technical
School, Aivo Natka.

DurlnF the Ceremony, EBS Annlversagl
Medals were presented to school found-
ers IImar Martens, Marshall Fitzgerald
and Madis Habakuk. Letters of Appre-
ciation fbr long and loyal service were
iven to the staff who had worked fbr
the school fhr more than five years. The
top students were also mentioned. The
Ceremony ended with aperformance by
the EBS mixed choir.

After the Ceremony, Madis Hahakuk in-
vited all to the Reception, where con-
versation flowed in a wonderful atmos-
phere by the banquet table.

This was all only an introduction to the
next day- the Concert-Ball held in the
Estonia Theatre's Concert Hall. Even
though the official opening was at 6 in
the evening, the first guests started ar-
riving an hour before. The guests were
%eeted b%/ the University President,

adis Habakuk and his wife as well as
the Master and Mistress of Ceremonies
Silver Lume and Kertty Talvik. In addi-

tion to EBS staff, guests included
Alumni, Students, the Speaker of the
House Mr Toomas Savi, Members of
Parliament, Ambassadors, University
Chancellors, guest from partner Univer-
sities and elsewhere,

The Ball was opened with an Anniver-
sary toast bK BS Erewdent Madis
Habakuk. The Speaker of the House
Toomas Savi and Tartu University Chan-
cellor Jaak Aaviksoo also spoke. This
was followed bsy aConcert given by the
Estonian State Symphony Orchestra- W.
A. Mozart's and

After the concert, guests were able to
speak amongst themselves, visit the bar,
and view the EBS photography exhibit
and to write in the Guest Book. The
Band, Karavan, set up in the Hall and
played wonderful dance music all night.

During the first intermission, The
Fouette ballet dance school offered
beauty fbr the eyes. The guests were
shown classical gentle ballet as well as
the jolly merrymaking of "snowmen".
Taavi Esko's boys ensemble left a high-
spirited feeling during the second inter-
mission. In just a few moments, four
boys were able to grab the whole audi-
ence and when the Beatles sont}; "Opy-
ferJay" was sung as an encore, the au-
dience was totally

won over.

The more time that
Passed, the merrier
he party became and
the more they felt as
one EBS family. The
final non-pulsed were
won over by the vari-
etg troop "A&Q",
who performed dur-
ing the third intermis-
sion. The final dance,
of course, was the
lively Can-Can.

The audience re-
ceived the EBS mixed
choir performance at
the end of the Ball

very warml){. President Madis Habakuk
made the closing statement. The Host
and Hostess of the Ball presented the
presidential couple a small bell with their
narnes and asked everyone to the final
waltz....

And so ended the tenth birthday. The
small messma bell will remain to remem-
ber the ended celebration... And every
ear new names will be added - new
osts and Hostesses of the Ball- in this
way time passes and the University
gains age.



WINTER SEMINAR IN PARNU 99

B.C. Lemke, MBA

Director of Foreign Language Institute
Head of Organizational Development
Estonian Business School

The Am

Every year in January, members ofEBS
senate and management take time out
fora few days to travel to the (relatlvelﬁ)
famous sea resort town Parnu in South-
ern Estonia together. There, far away
from the everyday tasks of the reqular
workday, they look at the "big picture":
Wwhere our business university is head-
ing, what changes and trends are no-
ticeable in the area of education in Esto-
nia, and how we plan to further deve!og
the role of EBS as a provider ofthe hig
qua(ljlty management education Estonia
needs.

This year's EBS Winter Seminar had two
main goals. The first was to decide on
concrete steps fbr the strategic devel-
opment of EBS, primarily based on the
strategic audit report conducted in 1998
by the European Foundation for Man-
agement Development In Brussels. The
second was to strengthen our focus on
our "clients”, i.e. students and employ-
ers, by finding out more about “client
relations” from a Finnish expert, profes-
sor Lehtinen from the University of
Tampere.

The Process

Compared to past years, some things
were new and spectacular this year in
Parnu. For the first time, someone "from
the outside" was strongly involved in
the process: Professor Veikko
Jaaskelainen from the Helsinki School
ofEconomics and Business Administra-
tion had agreed to act as our external
advisor. Also fbr the firsttime, the whole
seminar was conducted in English. Both
features are a clear practical signs ofthe
increasing internationalization of EBS.

The guiding idea for structuring the
seminar was to give as much power and
freedom fbr creativity to the participants,
while at the same time providing a clear
framework and focus for our work.

Therefore, most ofthe time was spent in
groupwor[(, either parallel groups work-
Ing on the same topic, or different groups
working on different topics. In addition,
we had some elements asking fbr indi-
vidual opinions or suggestions,

The Topics

Some of the toi)ics discussed in Pérnu
are probably relevant not only for EBS
or in an Esfonian context, bu represent
typical key (iue.stlons for academic in-
stitutions ‘oftering business education
Bro%rams. Those are the ones that shall
e Driefly touched upon here, to pro-
vide food for thought for colleagues,
partner institutions, and other individu-
als or %roups with an interest in EBS.
One of those (1uest|ons which are cer-
tainly ofgeneral interest, is what the ldeal
Business School would look like - a vi-
sion of an "IBS", so to say, that does
not exist but represents the uft!mate, the
perfect institution... Our discussion
showed that even though there are
some conflicting ideas concerning indi-
vidual aspects of such an ideal, there
was general agreement on a number of
points. They can be summarized under
the headings programs, students, fac-
ulty, and resources/organization. Study
Programs are focused, there is a choice
ofma!.ors, and there is a defined area of
expertise. Students are talented and am-
bitious, as well as actively involved in
academic life. Faculty includes a pool of
assistants

teaching is bal-

anced with re-

search, and a

strong sense of

mutual Iogallty
exists. "IBS" Isa
private Institu-
tion guided by
an executive
committee, re-
sources include
an international
network and
dormitories.
Wouldn't YOU
love to teach or

study there? - but seriously, apart from
the pleasant realization that “in some of
these aspects, we are already there", this
little excursion to utopia did provide
useful insights into our potential, as well
8s a strong sense of direction and pur-

0Se.
pAnother dominant topic well known to
all academic institutions is the balance
ofteachm(t;, research and administration.
For EBS, the main question here is how
to integrate research with the teaching
Erocess in our various study programs.
BS students can boast to have the best
study conditions for business educa-
tion ‘in Estonia, but on the other hand
the number of research Frojects is lim-
ited, and research is mostly isolated com-
pletely from the study process. This area
was identified as representing the high-
est potential fbr development, and con-
crefe steps are now being deveIOﬁed.
Concerning client relations, Lentinen
talked about general trends in this area.
Two interesting aspects fbr EBS were
the importance of word of mouth for
abstract products (e.g. education), and
the risk of ne%Iectlng the good students.
These often do not receive enough at-
tention simply because they are "doing
fine" - while actuaII?]/ they deserve to be
challenged and pushed fowards higher
goals than the average. Another excit-
Ing aspect of this approach is to focus
not on individual study programs or se-
mesters, but to look at'the overall range
of benefits that EBS can offer the stu-
dents, the employers, and society as a
whole. The key idea is to build strong

Professor Jarmo Lehtinen delivered a lecture on customer relationships



lasting relationships rather than engag-
ing in"short term exchanges.

A Persona) Mote

Apart from the numerous ideas, deci-
sions, and actual projects that sprung
from the seminar, maybe the most im-
portant result is an intangible one: are-

vived team spirit and sense of direction
among the individuals that work to-
gether to provide our students with the
education they need to succeed. We re-
alize that many of the questions dealt
with in Parnu cannot be answered once
and for all - that is why we welcome your
thoughts on these topics. What is your
vision of an ideal Business School?
What are your experiences, at ¥our in-
stitution, in your country? We feel that

CONGRATULATIONS!

The youngest doctor ofhistory in Estonia

Vahur Made

Associate-professor oflaw and public administration, ofEBS
who successfully defended his dissertation

"Estonia and the Leaque ofNations"

atthe University of Tartu on Feb. 19,1999,

Bom inTallinn on JuI){_11,1971. Graduated from the University of
Tartu in 1994, specialising in contemporary history and interna-

tional relations. Defended his wagMfer aft,

in 1995.

cow.sas a/ fAg

o anl
"International Relations after the Second World War; 1945-19

Economic Integration".

CMrren? rayearcA

degree in history

#Ms/Tess 6cAool.

SCHOOL CHRONtCLE

we have benefitted greatly in the past
from an exchange of ideas with our part-
ners and friends in Estonia and abroad -
we see an open dialogue as the main
{nottor of development. Feel free to con-
act us.

91.", "The History of European Integration” and "European

His main field ofresearch is the history of Estonian foreign policy. In the past few years the work has concentrated on Estonian
relations with international organisations (the League of Nations, United Nations and European Union).

Research topic at EBS:

The study of the economics and society of Estonia and its post-Socialist neighbouring countries during the transitional period
(1999-2003) and the founding ofthe Baltic Research Centre at EBS (1999).

EBS ALUMN!

In August of 1998 EBS and its alumni founded the EBS Alumni Foundation, in the hopes of uniting the interests of the

university, alumni and students. Its main
students also need support in the areas o

completing their final theses.

In association with the Estonian Business School's 10* anniversary concert-ball
the EBS Alumni Foundation through the purchase ofa 1000-kroon ticket to the ball.

We thank you for your kind support:
Peeter Restsinski

Arle Molder

Johann Sulling

career planning, searching

oal is to support outstandin? students with scholarships. In addition to financial aid,
br employment, finding apprentice positions and when

alumni were given the opportunity to support



THESE BOOKS ON BUSINESS ETHICS ARE
AVAILABLE IN EBS LIBRARY

Business ethics : a European approach / ed. by Brian Harvey. - New Y ork: Prentice Hall, 1994. - VII, 258 p.

Chryssides, George D. An introduction to business ethics / George D. Chryssides, John H. Kaler. - London : International
Thomson Business Press, 1993. - IX, 585 p.

Ethical issues in business :a philosophical approach / ed. by Thomas Donaldson, Patricia H. Werhane. - 5th ed. - Upper Saddle
River,New Jersey: Prentice Hall, 1996. - XI1, 516 p.

FerreH, O. C. Business ethics : ethical decision making and cases / O. C. Ferrell, John Fraedrich. - 3rd ed. - Boston: Houghton
Mifflin Company, 1997. - XIX, 356 p.

Frederick, Wiiliam C. Business and society: corporate strate%y, public policy, ethics/ William C. Frederick, Keith Davis, James
E. Post. - 6th ed. -New York: McGraw-Hill, 1988. - XXVII, 626 p.

Freeman, R. Edward. Corporate strateg%/ and the search fbr ethics / R. Edward Freeman, Daniel R. Gilbert, Jr. - Engelwood Cliffs,
New Jersey:Prentice Hall, 1988. - Xv, 222 p

French, Peter A. Corporate ethics/Peter A, French. - Fort Worth, Texas : Harcourt Brace College Publishers, 199. -X'V 380 p.
Kuitgen, John. Ethics and professionalism/ John Kultgen. —Philadelphia: University of Pennsylvania Press, 1988, —XII, 394 p.

Meel, Mari. Loenguid drieetikast: 1. vihik / Mari Meel; Tallinna Tehnikilikool. - Tallinn: Tallinna Tehnikadilikool, 1997. - 24 Ik.
Meei, Mari. Loenguid drieetikast: 2. vihik/Mari Meel; Tallinna Tehnikailikool. - Tallinn; Tallinna Tehnikailikool, 1998, - 32 Ik.

l}/lgig?alzogéAlex C. Apragmatic approach to business ethics/Alex C. Michalos. - Thousand Oaks, California: Sage Publications,
-282p.

Piper, Thomas R. Can ethics be taught? : perspectives, challenges, and approaches at Harvard Business School / Thomas R.
Piper, Mary C. Gentile, Sharon Daloz Parks. - Boston, Massachusetts : Harvard Business School, 1993, - XVII, 178 p.

Tucker, Edwin W. The legal & ethical environment ofbusiness / Edwin W. Tucker, Jan W. Henkel. - Homewaood, Illinois : Irwin,
1992.-XVII, 728 p.
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YOU ARE WELCOME TO ATTEND!

First Internationa) Seminar

May 25 and 26,1999

Estonian Business School
Tallinn, Estonia

OUR GOAL:

*To enhance the underst_andin([; of business ethics _
#To acknowledge of the importance of an ethical business environment on our way to EU

ISSUES:

wProblems of ethics in different business areas
*Conflicts in Estonian companies and society as awhole
*Problems of ethics in a rapidly changing soCiety
*Ethical competence of managers in Solving coniflicts |
* Organisational culture as a répository of business ethics
* Business ethics and its trends in the US and Europe

The working languages of the seminar are Estonian and English,
with simultaneous translation provided.

If You wish to garticipate, please inform EBS R&D Department prior to May 5.
Tel. + 372 6466 420 .

emaii; teadus@ebs.ee or bl maii, ,

Estonian Business School Lauteri Str. 3,10114 Tallinn.

Participation fee of the seminar 1200 EEK
(includes seminar materials and meals)


mailto:teadus@ebs.ee

Remem

e SOUN

YH"CR1" R iidid. Everyonceinawhile
something happens that takes car audio to a higher
level. When it does, the effects can be remarkable.
First, a shiver of anticpation ripples through your
spine. The hairs on the back of your neck stand bolt
upright. Next  thing you know, you're driving

for the sheer pleasure of it. Letting those great
waves of pure, powerful sound wash right over you.
That's exactly how you'll feel when you hear the new
incar audio systems from Alpine. The MDA-
T755RMD Head Unit is one of the most sophisti-
cated available, with a tecnical specification to ex-
ceed your highest expectations.

vis AVRCFER

DDc-Ftic

D.D.DRIVE SPEAKER

TaHinn: ALPTOM Mere pst. 20, teL 6 411 402; A-SPETS Pérnu mnt. 139 E, teL 6 503 236;
CARSEC Kadaka tee 183, tel. 6 508 660; AUTOTAHT Mustjde 33, te). 6 562 631

e you felt like breaking

It's also the control centre for your Alpine CD-player
CDA-5755 when it's mounted undermeath in a double
DIN installation. Or for an Alpine 6 or 12-disc CD-
charger that fits discreetly in the boot of your car.
With Alpine's stunning new V2 amplifers and D.D
Drive speakers delivering deep, thundering bass and
crystal clear highs, it's a sound system that breaks
through every sound barrier.

Why not ask your Alpine dealer for a demonstration?
And discover how good great car audio can make you

feel.

y * ILP)NE



