Ethics
Ethics and Ethical behaviour is an old concept, it can be traced back to Ancient Greece and philosophers such as Aristotle and Plato concentrated on understanding the good in people and that in order to live well, a framework of friendship, pleasure, virtue, honesty and wealth all combine to fit into the Ethical framework.

The insights that can be gained from these Ancients means that in an Organisational  context  there is a systematic relationship between Ethics, sustainability and success.

It is a search for good that is the important paradigm in Ethics. 

Ethical behaviour does not stand still, it is a series of lifelong activities that emphasise the virtuous nature of man

There is no framework that is applicable to every Director in every Business, however there are some stages in  thinking that leads to Ethical activity

The first stage is the developmental stage, CEOs must understand the difference between right and wrong at it’s very basic this is the coneptual framework upon which Ethics and Ethical behaviour is based, the second stage is applying these principles to the way the Company and it’s leaders behave.

There are also  three states whereby Ethical behaviour comes into question

Firstly, when  a decision is made and external influences  bring counter pressure to bear that questions the initial stance and there is an ethical re alignment

Secondly, when a decision is made and counter pressures force unethical behaviour and 

Thirdly the organisation just operates in an Unethical environment

Ethical Behaviour is not a decision making process per se, it is a modus operandi dependant on circumstances,
Having a strong moral background  (or ‘Compass’) will mean that your decisions are based on Ethical principles and are arrived at rationally based on your Ethical upbringing.

Ethics can best be described as a starting point for Practical Reasoning, the starting point itself emanating from the innate sense of right and wrong.

In the Corporate world there is a unique relationship between the CEO/ Board of Directors and the Company.

The Company is a separate persona at law and the Director(s) is responsible for it’s behaviour.

If we anthropomorphise the Company then the Activity and Interaction with other Companies should follow Ethical practices.
To develop the Conceptual Framework in organisational terms means expanding on the concepts of right and wrong 

The Fundamental principles therefore centre around

Honesty

Judgement

Technical ability

Discretion

Behaviour

The circumstances in which Boards of Directors operate may be aligned or at variance with these principles, Directors should be mindful that were dissonance occurs then corrective Ethical action is taken immediately

Dissonance may occur when there are real threats to the environment emanating from self interests, familiarity and intimidation.

Underpinning all this is the concept of independence and the ability  for directors to operate and make Ethical decisions without their objectivity being compromised.
Some safeguards can be built into this environment by Education and Training and seeking Professional help.

Awareness of the external environment and the respective influences of the Stakeholders should also be considered, for example if entering into agreements to pay people on 30 days credit, then this contractual obligation should be met.

If circumstances change whereby this is not possible, then communication with the creditor and a compromise position agreed would seem to be the most ethical way forward. Ignoring the creditor and hoping he will go away, it is suggested , is not Ethical.

The most serious threat to Ethical behaviour at SME level is probably the difficult Boards of Directors have remaining emotionally or financially independent of the Company.

A typical CEO can be driven by self security, personal challenge,provision of employment and close working relationships.
Issues such as

Personal Guarantees

Loans

Reward Structures

Commercial pressures

Can all have negative impacts on  SME Ethical behaviour,  for example, genuine dissonant behaviour can occur when cashflow pressures force CEOs into unethical business behaviour and reneging on promises to pay.
The CEO and the Board should have a code of conduct, it is advisable that this is in written format in clear and concise language that everyone understands, however, the more usual format is through the Boards ostensible behaviour.

Habits or written rules should follow the value framework of right and wrong and be tailored this to the specificity of the business concerned.

The point here in SMEs  is that these ethical behaviours form the basis of an implicit and explicit social contract and is in fact the ‘glue’ that helps bind the business together and can be a source of competitive advantage.
Taking this particular point and re iterating an earlier point, it is self evident that there is no universally accepted code of conduct, what is difficult for the business as a whole is to structure it’s ethical behaviour in such a way as it has maintains it’s unique capabilities.

The creation of Ethical mores therefore underpins the explicit behaviour of the firm and the entrepreneurial activity that stimulates growth

The biggest challenge is maintaining these standards in a dynamic environment which constantly challenges the behavioural capabilities of the firm, this is a particular issue in smaller companies as they are more susceptible to environmental changes. It is this very leanness and agility which  enables it to respond to competitive changes and it’s ethical behaviour therefore needs to correspondingly shift at the same pace whilst still upholding the sense of right and wrong.
Ethical codes do therefore not impinge on creativity provided they are managed properly, the advantage that SMEs have is being flexible enough to adapt and quick enough to change within the existing framework and not having a laborious committee led procedure

The aim of such  Ethical codes should be to provide strong positive emotions when followed and equally negative feelings when such codes are breached .
This guidance will provide a broad consensus on the strategy of the firm.

This legitimisation of the strategy of the firm should also resonate with it’s stakeholder expectations, firms that deviate from their Ethical code destroy value and the trust of it’s Stakeholders.

In the SME it is more obvious when Ethical codes are being broken, large leviathan like businesses  do not have a clear communication flow that identifies dissonant behaviour and , even if quickly identified , cannot change such malpractice quickly, this is how institutionalised rule breaking can bring down a company that professes to be ‘Ethical’ . It can profess to be Ethical but practice something completely different (think Enron)

The Beauty of the SME environment is that it’s purpose is built out of the noble expectations of it’s CEO, provided he keeps his moral compass, then the rest of the organisation will follow and the organisation will soon learn not to tolerate unethical behaviour.
