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Foreward

The Building Ethical Leaders using an Integrated Ethics Framework — 

BELIEF — Program was created by the NIU College of Business (COB) 
Ethics Task Force (ETF). The ETF was composed of a cross-functional team 
of faculty and staff. The cross-functional nature of the EFT helped create 
the BELIEF Program as a systematic integration of ethics throughout the 
college curriculum. After creation of BELIEF, the Faculty For Ethics (FFE) 
team was formed to further the Program’s mission. 
The BELIEF Program encompasses various components, which include: 
the Ethics Handbook, faculty development and other support activities, 
a Director of the BELIEF Program, corporate sponsors, a student 
organization LEAD (Leaders in Ethics and Academic Discipline), and an 
assessment mechanism of students ethical awareness and decision-making.

The Ethics Handbook is a pragmatic tool to provide a common 
framework to all COB students and faculty.  It is used as a resource 
in classes so that as ethics is discussed there will be a common 
foundation. All students are required to complete an online quiz on 
the handbook in order to register for subsequent classes.
Faculty development and other support activities include faculty 
seminars, guest speakers, and course development support.  The 
support activities help faculty utilize the handbook in their classes.  
Consistent reinforcement is necessary for a thorough integration and 
application of the decision-making guide.
The BELIEF Director oversees the FFE, LEAD, corporate sponsors, 
curricular issues, and development activities. The Director is also the 
liaison with corporate sponsors, and oversees any other activities of 
BELIEF.
External corporate sponsors provide funding, credibility, and 
endorsement to the BELIEF Program.  
The student organization, LEAD, is the student influence on 
BELIEF.  This organization makes sure that BELIEF meets the needs 
of the students and stays in tune with student issues and concerns.  
Select members of LEAD annually represent NIU at a national ethics 
case competition.
An online assessment system evaluates the goals of BELIEF – 
increased awareness and improved decision-making skills.  Assessment 
is completed periodically to determine the impact of BELIEF on the 
students and to recalibrate the components of the program.  

Collectively, these components comprise the NIU College of Business 
BELIEF Program and represent the College’s response to its external and 
internal stakeholders for integrating ethics across the curriculum.
i Ethics Handbook NIU College of Business



BELIEF Initiative
Ethics Handbook: Building Ethical Leaders

I.	 Introduction
	 This handbook is a component of Northern Illinois University’s 

College of Business BELIEF Program. BELIEF is a comprehensive 
program to Build Ethical Leaders using an Integrated Ethics 
Framework. We believe that NIU COB graduates will be ethical leaders. 
However, good people make bad decisions. Therefore, the purpose 
of this handbook is to increase your awareness of ethical issues and 
situations and to provide you with a decision-making guide to help 
evaluate alternative courses of action. You have already developed 
and formulated most of your values and morals through your prior 
experiences. This handbook and your course work will help you 
develop the skills of an ethical leader.

	 This handbook will: 
1.	 Increase your awareness of ethical dilemmas, 
2.	 Provide you with guidance on how to recognize common ethical 

dilemmas, 
3.	 Provide a basic understanding of the conceptual foundations from 

which action can be taken, and 
4.	 Provide a decision-making guide that can be utilized in personal 

and professional decision-making. 
	 Ultimately, your actions are critical to your ethical behavior. We are 

evaluated on how we act in the situations in which we find ourselves, 
not how we think or what we intend to do. 

	 As you pick up this handbook for the first time, you may have a few 
questions, such as:
	 •	 “Why do I need to be aware of ethics?” 
	 •	 “What are ethics?” 
	 •	 “How can I influence ethical behaviors in my classes and in the  

	 business world?” 
	 The answers to these questions, and others, can be found in the 

following pages. This handbook has been created to provide 
information on ethics and ethical behavior in the business world and 
give you tools to make the often difficult decisions that need  
to be made.

Not only does one have to know the right thing to do —
one must have the moral fortitude to do it.
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	 A.	Why do I need to be aware of ethics? 
Before you dismiss the content of this handbook as something that 
doesn’t concern you, there are a few things to think about. First, 
there are many high-profile cases of unethical business behaviors, 
and there will likely be more in the future. These scandals affect 
a number of people. The most obvious culprits lose their jobs, 
receive fines, and maybe even go to jail. These results are not 
particularly troubling, since these individuals are often getting 
what they deserve. However, in the wake of these scandals, many 
others suffer. Co-workers, employees, customers, stockholders and 
others who have not done anything wrong often suffer as much 
or more than those who clearly acted unethically. There are also 
those who watched and did nothing as they witnessed the unethical 
behaviors. Action (rather than inaction) by these individuals could 
have had a major impact on the ultimate outcome. In many of these 
cases, conspicuous demonstration of ethical conduct may have 
prevented much of the damage. The courage to take action in 
these situations is referred to as moral courage and is key to 
being an ethical leader.
Another reason to become more informed about ethical issues is 
because studies have shown that you will be confronted with 
ethical dilemmas much earlier in your career than you may 
think. Keep in mind you are responsible for your ethical behavior 
and you are developing your leadership skills NOW. People often 
think that they won’t see ethical issues of substance until much 
later in their careers or that they are not responsible for actions 
if they do what they are told. The reality is that most business 
people are forced to make decisions with ethical ramifications very 
early in their careers. It is important to not shirk responsibility by 
doing what you are told when the activity is against your values 
or judgment. It is a good idea to prepare for this reality and have a 
ready means by which to consider the ethical implications of your 
decisions. The primary purpose of this handbook is to provide 
you with both the foundation for understanding ethics and ethics 
application in decision-making.

“Always tell the truth. That way you don’t have
to remember what you said.” — Mark Twain
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	 B.	 How do I recognize ethical breaches? 
In most cases, no one decides to be unethical; rather, people 
are caught up in situations where lack of awareness and lack 
of decision-making tools lead to inaction or participation in 
inappropriate actions. Keep in mind it is not the clear black and 
white situations that are most problematic. Ethical issues are 
often unrecognized because the issue is not clearly black and 
white. These situations in the “gray” area of ethical issues are the 
most problematic because often they are not recognized or the 
consequences are not thoroughly evaluated. It is the combination 
of motivation, opportunity, and rationalization that is the making 
of a bad decision by a good person.
1.	 A dangerous combination: motivation, opportunity, and 

rationalization
	 One way to help identify situations where ethics are being 

challenged is the fraud triangle, which comes from the world 
of forensic auditing (Cressey 1958). It displays how otherwise 
good people are in a situation in which they rationalize an 
inappropriate behavior as appropriate. The fraud triangle 
has three components: motivation, opportunity, and 
rationalization. When all three of these attributes are present, 
there is a high risk of unethical behavior.

	 Motivation is a need or pressure. Motivation may be the 
desire for more money, the pressure to get a good grade, or the 
need to meet earnings expectations. Motivation alone is not 
problematic; it is how the need or the expectation is fulfilled 
which may cause a problem.

	 Opportunity is the open door that will meet the need or resolve 
the pressure. If there is money lying on a desk and you are in 
need of cash, the money lying around provides an opportunity 
to satisfy your need. If you need an A on your term paper and 
you come across a paper from a previous semester that received 
an A, the paper provides the opportunity to fulfill the need for a 
good grade. Opportunities alone are not problematic; it is how 
opportunities are used to fulfill a motivation that can lead to 
unethical behavior.

	 Rationalization is the final part of the triangle. Coupled with 
motivation and opportunity, rationalization provides the 
justification that explains away a behavior you know is wrong. 
Rationalization is the justification for a lack of integrity. Since 
most of us have a conscience, rationalization is used to make us 
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feel better about the behavior. Here are some rationalizations, 
which are red flags and which indicate that a behavior may 
warrant further thought or investigation:

1.	 “Everybody else does it.” This is the classic rationalization. If 
I don’t “cheat,” I will not be able to compete, or why should I do 
the work when others are not?

2.	 “I was just following orders.” Projecting responsibility to 
someone else, rather than taking responsibility for your actions. 
Remember, everyone has the right to say “no.”

3.	 “It really doesn’t hurt anyone.” Thoughts like “I need the 
money more than they do” or “They have plenty of money, this 
won’t be missed,” are used to justify activities from petty theft to 
embezzlements. It is a slippery slope when you think “It is only 
just once,” and no one will notice.

4.	 “I deserve this, or the system is unfair.” You feel your 
hard work has not been recognized and you have taken it 
upon yourself to reward yourself. Also, “I really do know the 
material, so ‘borrowing’ someone else’s paper is okay.” Your 
core conscience is rationalizing a behavior when you consider 
yourself “deserving” of something to which you are not entitled.

		  (Diagram adapted from Hillison, Sinason, Pacini, 1998)

Whenever you find yourself stating these rationalizations, stop and 
think about the situation and apply the decision guide provided in 
this handbook. Rationalization is often our conscience recognizing 
an unethical situation but trying to make us feel better about it.

“Rationalization attempts to excuse our lack of
integrity.” — Fred Smith Sr.

Rationalization

Motivation Opportunity
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		  Here are a few common categories of unethical behaviors to think 
about and some examples of each.

1.	 Taking things that don’t belong to you. Examples include 
taking office supplies, padding expense accounts and using office 
equipment for personal use. Using the words, thoughts and 
ideas of another (plagiarism) is also a form of stealing; see the 
description of plagiarism below

2.	 Saying things you know are not true. Don’t make false 
statements on your resume, or embellish accomplishments, or 
exaggerate facts.

3.	 Giving or allowing false impressions. Not volunteering 
relevant information or not correcting a known 
misrepresentation. Just because there was not a lie does 
not eliminate the ethical need for disclosure. Ethics can be 
undermined with increased tolerance of unacceptable behavior. 
Stand up for what you believe in and don’t be afraid to speak up 
and take action. Of course, one must exercise diplomacy and be 
aware that taking a stand might have personal consequences. 

4.	 Buying influence or engaging in conflict of interest. Using 
your position to obtain a competitive advantage or awarding 
special treatment to family or friends.

5.	 Hiding or divulging information. Destroying evidence or 
sharing confidential information.

6.	 Committing personal over-spending. Behavior outside 
the workplace can influence judgment and ethics on the job. 
Personal excess can cause fear of losing your job and that fear 
can overpower ethical judgments made in the workplace for fear 
of jeopardizing your job.

7.	 Violating the rules. It is not justifiable to violate the rules 
because you believe the rules are unfair, the rules do not work as 
intended, or you just don’t like them. In some instances you can 
(and should) make an effort to change the rules, but don’t violate 
them.

Now that you have a better understanding of why it is important 
for you to be more aware of ethics and how you can recognize 
situations where ethics are being compromised, the next section is 
an overview of examples that contain ethical issues that are often 
confronted in the “real world.” 
As you utilize this handbook, try to imagine yourself in the role of 
decision maker where you will need to choose a course of action 
that has significant ethical implications.
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II.	 Common Scenarios Involving Unethical Conduct
	 It is helpful to understand areas that are commonly subject to ethical 

dilemmas. This section starts with how you can develop certain 
character traits in your everyday life. Daily conduct can help build 
the strength and fortitude to do the right thing in a morally charged 
situation. Moral courage is putting your beliefs into action. Developing 
your moral courage takes place in your conduct in everyday life and is 
the foundation of being an ethical leader. 

	 A.	 Conduct in everyday life
Every day your conduct weaves the thread of your moral fiber. That 
is, it is the small things that you do everyday that build who you 
are, and these daily habits have a large impact on your decisions. 
Strengthen your character by weaving these traits into your 
everyday life:
•	 Be honest — tell the truth, be sincere, don’t mislead. What 

would you do if you saw someone drop a $10 bill or if you found a 
lost wallet?

•	 Honor commitments — keep your word, return what you 
borrow. Be responsible and follow through with your obligations. 
Do you do what you said your were going to do?

•	 Demonstrate integrity — stand up for what you believe, be 
your best self. Do you stand up for someone being wronged, or 
just walk away?

•	 Be loyal — stand by your family and friends, employers, 
community and country. Don’t talk about people behind their 
backs. Avoid gossip and certainly don’t spread it.

•	 Pursue excellence — do your best at even the most menial 
tasks. Every job is a self-portrait.

•	 Be courteous — show kindness and respect to family, friends 
and strangers. Do you hold open doors for others? Do you say 
excuse me if you bump into a stranger?

•	 Be fair — be open-minded and listen to others. Be tolerant and 
accepting of differences. Do you really listen, or close someone 
off when you don’t agree?

•	 Be a good citizen — obey the law, respect authority, vote and 
volunteer. Do you contribute in your community? You can make 
a difference!

Ethics can be undermined with increased
tolerance of unacceptable behavior.
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Moral courage has been defined in many different ways. The 
purpose here is not to provide a theoretical analysis of moral 
courage. Instead the purpose is to provide some food for thought on 
how beliefs become behaviors and how the behaviors of an ethical 
leader can have an impact on others. Doing what you believe is 
right when faced with a difficult situation might not always 
be popular; however, often that is when ethical leadership 
emerges. Read through the following sections and think about 
how you would react in a given situation. Would you have the moral 
courage to stand up and do the right thing in these situations? 

	 B.	 Conduct as a student
How you conduct yourself as a student sets the tone for how you 
will conduct yourself in business and throughout your life. More 
importantly, how you conduct yourself now leaves an impression 
with fellow students (who will one day be your business colleagues) 
and teachers. You are establishing your reputation right now – not 
after you graduate. 
Students rarely set out to cheat. However, they do set themselves 
up for cheating opportunities by not taking the time to complete 
an assigned task and then justify cheating by rationalizing that “I 
really did know the material; I just didn’t have the time,” or “I didn’t 
think that the assignment was very important or useful.” Take 
responsibility for your learning and don’t be tempted by the short 
cuts to complete an assigned task.
Imagine you are going into a class where there will be a quiz, and 
your friend is coming out of the same class and had just taken the 
quiz. Is it cheating if you ask what is on the quiz? Deep down 
what does your gut tell you? Yes, it is cheating. Any time you try to 
obtain information that is not publicly available to everyone 

“Circumstances do not make a person, they
reveal him.” — James Allen

“I do not seek unpopularity as a badge of honor; 
but sometimes it is the price of leadership and the cost of 

conviction” — Tony Blair
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else, it is cheating. In the 2019 college admissions scandal parents 
paid proctors to change the scores on their children’s entrance 
exams. Martha Stewart served jail time as a consequence of acting on 
inside information. Therefore, you should think about the awkward 
position you put your friend in; he is forced into participating in 
cheating or risking making you mad. Don’t do this to your friendship.
If you aren’t sure if discussing a project with fellow students is 
okay—ask! When in doubt, ask your teacher. There is nothing 
wrong with asking for advice or guidance. It is much better to ask 
and know what is or is not acceptable than to find out later that 
your conduct was unethical. 
Unfortunately, there are students who intentionally cheat. These 
students devalue education. They devalue the education of 
everyone at their institution by becoming an inadequately prepared 
graduate of the university. Education is more than just the 
accumulation of facts and knowledge. Education also involves 
the development of the ability to commit to a goal and adhere to the 
requirements of achieving that goal. By shortcutting the process, 
students only shortcut their own education and devalue the 
education of those who do fulfill the requirements. 

	 Plagiarism 
Plagiarism is presenting the thoughts, ideas, writings, etc, of 
others as your own. In today’s world it is very easy to find essays, 
term papers and other academic assignments already completed 
and available for use (or in exchange for payment.) However, 
this is intellectual theft and is not acceptable in academics or in 
business. Suppose you completed an important report for your 
company that included a brilliant marketing campaign. During 
the presentation to the corporate management team your 
supervisor took substantial portions of your report (and your 
marketing concepts) and presented them as his or her own? You 
would be angry that your supervisor “stole” your writings and 
ideas and got credit for your work. The same concept applies 
everywhere - it is unethical to take someone else’s intellectual 
work (writings, ideas, information from a film or documentary, 
the internet) and present it as your own.

“Ninety-nine percent of the failures
come from people who have the habit of making

excuses.” — George Washington Carver
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The basic rule is to always cite the source of information you 
have used in your work. This means that as you are completing 
the research you must keep copious notes on where you have 
obtained information. Often plagiarism occurs because of 
sloppy note taking. If you cut and paste information from 
the internet to use in your project, you must keep track of 
where that information was obtained. In the body of the 
essay or assignment, you must put quotation marks around 
any sentences or partial sentences that you did not originate 
yourself. You must also cite the source of ideas and other 
information that was obtained from an external source. If 
you paraphrase someone’s sentences and ideas, you must also 
acknowledge the source of the information. The sources should 
be listed in a bibliography in the footnotes or at the end of the 
paper. There are many resources available to show you how to 
complete proper citation, such as Chicago Manual of Style or 
MLA Handbook for Writers of Research Papers.
When the information you present in your assignment is general 
or common knowledge, citations are not needed. For example, 
the fact that Barack Obama was sworn in as the President of 
the United States in 2009 is common knowledge and does not 
need to be cited. If you have questions or are uncertain whether 
something should be cited, ask your instructor or professor for 
guidance. 
What can you do when you see other students cheating? 
Sometimes the cheaters need reminders that the behavior 
is unacceptable by their peers. You can approach them and 
encourage them not to take “short-cuts.” You do not have to be 
confrontational, but supportive and point out that any cheating 
devalues everyone’s education. You can go to the student 
organization that supports the BELIEF Program. The LEAD 
(Leaders in Ethics and Academic Discipline) organization can 
help you determine a course of action for the situation or you 
can let a faculty member know. Sometimes the faculty member 
may create an environment where the cheating is much more 
difficult to accomplish.

	 C.	 Fraud and misrepresentation
Using deceptive practices in business and commerce is referred  
to as fraud or misrepresentation. Under contract and tort law, 
fraud is a specific action for which a company and/or its managers 
may be sued.



Fraud occurs when there is an intention to deceive — when 
promises are made with no intention of keeping them or when 
a company or individual acts in a way that is not consistent 
with mutually accepted standards for contractual performance. 
Volkswagen (VW) intentionally programmed their diesel engines 
to activate emission controls only during laboratory testing to 
show that the engines meet regulatory limits. Outside of the testing 
laboratory the cars emitted up to 40 times more emissions that 
what was allowed. VW paid billions of dollars in fines and penalties, 
multiple employees were arrested and convicted of crimes.
Another example of fraud is known as “bait and switch” — an 
unscrupulous sales tactic. Bait and switch occurs when a product 
is advertised at a special low price, but, when customers attempt to 
make a purchase, the product is either unavailable or the customer 
must wait for a long time to receive the offered product. The 
salesperson then attempts to convince the prospective customer 
to purchase a different product, often at a higher price and higher 
profit margin for the company. The fraud in this situation occurs 
when the company advertises the availability  
of a product with no intention to actually sell it. Law has specifically 
prohibited this tactic.
Misrepresentation occurs when one attempts to claim to represent 
someone else or tries to pass himself off as someone he is not. When 
a person lies on his resume about his credentials or academic 
background, it is misrepresentation. Unfortunately, the use of 
deception on resumes is a fairly common practice — some estimate 
that the number of resumes containing some deception could be 
as high as 10%. In recent years, there have been notable scandals 
involving people who made claims on their resumes that were 
fabrications. In 2001, George O’Leary was hired as the head football 
coach at Notre Dame University, only to resign six days later when 
two significant inaccuracies were discovered on his resume. The 
first was the claim that he had completed a master’s degree, which 
he had not received. The second was a claim that he had lettered in 
football at the University of New Hampshire — when he had never 
actually played even a single game at that school. Similarly, in 2002 
Sandra Baldwin resigned from her post as the president of the 
United States Olympic Committee when it was revealed that she 
had not completed her undergraduate degree at the University of 
Colorado as she claimed on her resume, nor had she completed her 
doctoral degree — another claim made on her resume.
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The bottom line with respect to fraud and misrepresentation is that 
as an ethical leader you should only make promises you intend 
to keep and do not deceive customers or others with whom you 
engage in business. As an ethical leader you can set the tone so that 
others are also conducting themselves in an ethical manner.

	 D.	 Harassment 
Harassment occurs when a person intimidates, ridicules or coerces 
another. Harassment is usually the result of the abuse of power or 
the unreasonable attempt to control someone. Harassment leads to 
feelings of discomfort or stress and can even lead to physiological 
consequences such as anxiety disorders. The bottom line is that 
harassment is not tolerable in any form. Unfortunately, 
harassment occurs often, with sexual harassment being the most 
common form of harassment. Harassment has many negative 
consequences, including reduced work satisfaction on the part of 
those being harassed, decreased productivity, increased likelihood 
of turnover of personnel and potential monetary liabilities arising 
out of lawsuits or statutory violations.
The United States Supreme Court uses a test for what constitutes 
unreasonable workplace harassment (Harris vs. Forklift Systems). 
The test looks at four fundamental questions.
1.	 Is the behavior persistent? People engage in the harassing 

conduct often enough that it becomes clear that there is 
a pattern of behavior, which is intentional and cannot be 
dismissed as a “bad day” or a perceptual error.

2.	 How severe is the conduct? The more severe the perceived 
harassment, the more likely it will be that there will be a 
potential liability.

3.	 Is the conduct of a physical nature? While harassment of a 
verbal form is undesirable, any harassment that takes a physical 
form is viewed as totally unacceptable.

4.	 Does the harassing conduct interfere with the employee’s 
ability to successfully and satisfyingly engage in work? 
If a person is distracted from effectively performing work or if 
motivation to perform is reduced, the harassment will be seen as 
more serious.
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How and why does harassment occur? It starts with someone who 
often fails to consider how his or her actions and words may impact 
others. In some cases, harassment is unintentional, but that doesn’t 
make it acceptable. Harassment is determined based on the 
impact it has on another; not the intent of the harasser. In 
other cases, the harassment is persistent due to a complete lack 
of care on the part of the harasser and is too often done with an 
intention to harm.
Strong leadership includes the management of personnel, knowing 
how to provide constructive criticism and learning how to work 
with difficult people. It is counter-productive during conflict 
resolution to engage in harassment and personal attacks. Self-
control and self-awareness are character traits that will help you 
become aware of your impact on others and traits you can help 
others develop in order to minimize threatening or intimidating 
behaviors.

	 E.	 Earnings pressure, financial reporting and greed
Unfortunately, there are plenty of examples of unethical behavior 
with respect to financial reporting. In most instances, the 
motivation is to meet earnings expectations or to manage corporate 
performance to meet some other financial goal. Management at 
companies such as Enron, Worldcom and Adelphia faced extreme 
pressure to meet the expectations of the market and achieve 
steady earnings growth. In other instances the motivation is 
greed. Greed is displayed in the misuse of certain financial 
dealings in the sub-prime market or in the Ponzi scheme 
orchestrated by Bernard Madoff.
The cycle is something like this: Corporate analysts and brokers 
review corporate performance and make predictions as to how 
the company will perform in the coming quarter. Based on the 
predictions, an earnings “target” is implied. If the company does 
not meet that target, it is taken as a signal that the company is 
unable to maintain its competitive edge, which the market views 
as bad news. The bad news causes the traders to sell the stock and 
the stock price goes down. In addition, upper management is often 

“Above all . . . learn to disagree without being
disagreeable.” — Ted Galen Carpenter
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compensated based on the company’s market performance (or they 
own stock in the company), hence, the pressure on management to 
meet earnings expectations.
There are various ways that management could try to manipulate 
earnings to meet expectations. The most common is to accelerate 
the recognition of revenue. Companies can do this by pre-booking 
sales. The second most common manipulation is to defer the 
recognition of expenses until the next period by delaying payments, 
extending payment deadlines and post-dating checks. Both of these 
tactics are futile because the revenue robbed from the following 
quarter will be needed in the next quarter and the expenses 
deferred into the following quarter will reduce the next quarter’s 
net income. The cycle will perpetuate itself because the same 
tactics will need to be done in the subsequent quarters as well.
In your career you may be faced with the pressure to “fudge” the 
numbers to make the situation look better. Often this request is 
rationalized by the statement “it will only be this once!” However, 
once you have “fudged” the numbers you can never “take it back” 
and will most likely be asked to do it again. You will have set 
precedent for your behavior and it will be much harder to refuse 
the request the next time. Under the Sarbanes-Oxley Act, financial 
misrepresentation is a criminal violation subject to sentencing and 
applies to everyone involved in the misrepresentation. 
If you ever find yourself in a situation where you believe you are 
observing or being coerced into something that is unethical start 
documenting the situation right away. The best documentation is 
one that can have an electronic “time map” such as documenting 
the facts in an email and sending it to yourself. For your protection, 
you should document everything and report any suspicious actions.

	 F.	 Customer relations
Customer relationships are critical to the success of a business, 
particularly over the long term. Unfortunately, some companies 
have taken actions that are contrary to the interests of customers. 
The Ford Pinto case in the late 1960s and early 1970s illustrates 
this issue all too well. In Ford’s rush to put a car on the market 
that could compete with the flood of small cars from Japan and 
Germany, the company designed the Pinto. 
During the development process, design engineers discovered 
that the placement of the gas tank and other design characteristics 
created a high probability of tank rupture in rear end crashes, 
even at slow speeds. Engineers estimated that it would cost $11 

Ethics Handbook NIU College of Business Page 13



per car to reduce this risk, a cost of only one-half of one percent 
of the total cost of the car. The engineers also estimated that this 
action could save hundreds of lives per year and hundreds more 
from injury. However, based on financial analysis that projected 
the cost of potential liability from these accidents (estimating a 
lost life would be worth $200,000), Ford decided to not make the 
design change. After a pattern of accidents, which led to fires and 
deaths, it was discovered that Ford had made the analysis that led 
to the decision to not improve the design. When juries heard the 
information about the relatively low value Ford put on human life, 
the courts handed down significant liability awards to people injured 
in crashes and the families of those killed.
The greatest irony of the case is that, prior to the Pinto case 
Ford had a good reputation for product safety. The fallout from 
the Pinto case led to skepticism from consumers regarding Ford’s 
diligence in designing cars for safety.
In contrast to the Pinto case, Johnson & Johnson demonstrated 
the value in making decisions with the interests of consumers as a 
high priority. In 1982, someone tampered with a number of bottles 
of Tylenol – one of Johnson & Johnson’s most prominent product 
lines. Cyanide was put into the capsules, which then were 
bought by consumers in the Chicago area. Seven people died after 
ingesting the capsules, leading to a crisis for Johnson & Johnson. The 
prominence of consumer welfare in the company’s decision-making 
is evident in its actions: The use of wide-spread media informing 
people (not just in Chicago) of the threat of product tampering, the 
acceptance of product returns, the removal of ALL Tylenol products 
from shelves and warehouses, and the establishment of a variety of 
safety standards to make it more difficult for someone to tamper 
with products in the future. The packaging approaches became the 
industry standard for preventative packaging. At the core of Johnson 
& Johnson’s actions was the company credo, which begins with the 
statement that “…our first responsibility is to doctors, nurses and 
patients, to mothers and fathers and all others who use our products 
and services.” 
In summary, ethical leaders should consider the well being of their 
customers or constituents and also must balance these needs with 
other priorities in decision-making.

“Character is revealed by how you behave when no one is 
looking.” — As defined by the Josephson Institute of Ethics
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	 G.	 Employee relations
Employees obviously play critical roles in the success of a 
company. Concerns for the health, welfare and other needs 
of employees should be taken into consideration in business 
decision-making. Unfortunately, there are many illustrations 
throughout history where companies have neglected or even 
forsaken employee interest.
In one case, employees in a shipbuilding yard complained about 
the lack of enclosed scaffolding during cold and windy weather. 
The lack of enclosures led to very uncomfortable and hazardous 
conditions. This became one of the earliest legal cases in which 
employees claimed that they had a right to engage in collective 
behavior under the Wagner Act — even if they were not formally 
unionized. The courts agreed with the workers and imposed the 
requirement that employers address such concerns.
Another case involving a company called Film Recovery Systems 
illustrates that companies often seriously neglect employee 
welfare. The company was created to capitalize on the unusually 
high silver prices in the late 1970s and early 1980s. The company 
employed a technology that recovered the trace amounts of silver 
that were used in photographic film by using cyanide solution to 
cause the silver to be released from the film surfaces. Open vats of 
cyanide solution and the lack of basic employee protections, such 
as aprons, respiratory protection, factory ventilation and gloves, led 
to illness and finally the death of an employee.
Ethical leaders need to consider the impact of their decisions 
on employees. Employees cannot be treated as commodities 
— indistinguishable from one another and easily replaceable. 
Management needs to consider the consequences of their actions 
on employees.

	 H.	Digital usage
Your digital footprint is everywhere and how digital information is 
used can create biases and ethical dilemmas. Some data is protected 
personal information (PPI) and cannot be used without your 
permission. Use of PPI information for something other than the 
permitted use is an obvious ethical breach. Keeping PPI data secure 
is a tremendous responsibility and should be taken seriously.
However, there is a plethora of data that is not PPI and this data 
can be used in an artificial intelligence (AI) algorithm to identify 
patterns, behaviors, and predictions. Google uses your search 
history to identify your interests and will use your history to 
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identify the most likely sites for your search. Another example 
is Amazon using your shopping history to identify potential 
purchases. The ethics of this practice came into question when 
Target identified that the purchases of a teenage shopper indicated 
a pregnancy. So Target sent the teen suggested purchases and 
which alerted her parents to the pregnancy. 
AI is only as good as the data that is used in the algorithm to 
develop the application. If there are biases in the data, there will be 
biases in the the AI application.
The data used during the development of the facial recognition 
used mainly white people. The data used to develop the AI was 
biased, therefore the facial recognition software was not accurate 
in recognizing people of color.  
You should keep in mind that your reputation extends to your 
digital footprint. Anything you have posted on social media is not 
private, nor is it ever fully deleted. 

III.	Summaries of Conceptual Foundations

	 A.	 Conceptual foundations
We are exposed to complex and sometimes conflicting sources 
of values over the course of our lives. Each of these influences 
us in unique ways — with some of us believing rather strongly in 
certain value systems and others taking a more ambivalent attitude 
toward the source of ethical values. To understand the nature of 
these value systems and the role in our decisions, it is important to 
understand the origins and relationship to business practice. This 
section explores both personal values and the values upon which 
capitalism and free enterprise are based. This section also explores 
the relationship of managers to the owners of corporations and the 
relationship of businesses to broader society. By understanding 
these perspectives, you will have a much better appreciation of the 
nature of business decision-making within the context of ethics.

	 1.	 Ethics/personal values
	 Despite all of the discussion of ethics and the failures of 

business leaders (and others) who have engaged in unethical 
behavior, the term itself — ethics — often goes undefined. Ethics 
are the values that we have developed from our family 
interactions, religious beliefs and personal experiences. 
This set of values drives our behavior and influences our 
expectations of how others should act. Many people maintain 
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that they know the difference between right and wrong, yet 
they occasionally engage in behaviors that they would describe 
as wrong. To help understand this paradox, the remainder 
of this section will describe four major ethical frameworks 
that are commonly found in society. These four frameworks 
are: utilitarianism, universalism, theories of rights and social 
precepts.
a.	 Utilitarianism suggests that ethical decisions be approached 

by considering the overall impact of different actions on 
society. Actions that generally do more good than bad would 
be acceptable under this concept. Extending this concept, 
actions that benefit more people than those who are harmed 
would be deemed more ethical than actions that only benefit 
a few. This perspective is often applied in economic decision-
making models used in business settings.

b.	 Universalism suggests that a simple rule be applied to 
determine the appropriateness of one’s own actions. This 
rule is “What behavior would I expect from others?” This 
perspective suggests that it is inappropriate to behave one 
way when we would expect others to behave in a different 
way. As an example, stealing money from someone else while 
expecting that others respect our property rights would be 
illogical. If we expect others to respect our rights to property 
(or anything else), then we should respect that others also 
have those same rights. This concept has often been labeled 
as the “golden rule” — that we should treat others as we would 
expect to be treated.

c.	 Theory of Rights suggests that each person has rights — 
rights that are inalienable or should not be taken away, except 
in drastic situations. These rights include the right to hold 
property, to live as we see fit to live, to make free choices, to 
live where we want to live, to be free from intrusions into our 
privacy, to practice the religion (or no religion) that we want 
and to pursue life satisfaction through whatever means we 
choose. Many of these rights have been incorporated into 
the U.S. Constitution and the Bill of Rights. It is important 
to note that these rights must be balanced against others 
rights. The most common example of this is that one does not 
have the right to yell “fire” in a crowded theater, because this 
might cause a stampede of patrons to the exits, threatening 
the security of some of those persons. In today’s society, 
the debate over what constitutes hate speech or what is 
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politically correct relates to this example. Individual rights 
do sometimes conflict — leaving the question of whose rights 
should prevail.

d.	 Social precepts are specific guidelines that call for particular 
behaviors that we are expected to follow due to our belonging 
in a social group. Religion is perhaps the most common set of 
social precepts found in society. The Ten Commandments and 
other specific guides for behavior found in religious sources 
endorse certain actions and forbid others. While religion is 
likely the most commonly considered of these social precepts, 
there are many other social sources. The Boy and Girl Scout 
oaths, professional codes of ethics, organizational codes of 
conduct and even laws generally fall into this category.

	 2.	 Principles of capitalism and free enterprise 
	 In addition to the various sources of ethical values discussed 

above, there are some concepts that are uniquely embedded into 
the business world through the basic structure of our economic 
system. There are many basic values that are used to justify 
capitalistic or free-market systems. 

	 Capitalism is believed by many (especially in the western 
hemisphere) to be the superior economic system in the world 
due to its ability to efficiently distribute limited resources to 
different activities. Supply and demand forces, and the resultant 
prices, dictate the best uses of capital goods, materials and 
labor. Capitalism is often described as free market economics. 
It is important to understand exactly what is meant by this 
term and why it is believed that this economic system has such 
high potential. It is also important to realize the limitations or 
potential shortcomings of this economic system and that a lack 
of ethics is a catalyst for those limitations.

	 Free markets serve as the means to distribute scarce resources 
as efficiently as possible. It serves both sellers and buyers by 
providing a competitive framework through which value is 
assigned to all things that can be sold, including labor, materials, 
information and capital. Some of the basic tenets of free market 
systems are a sufficient number of participants (no monopolies 
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and limited oligopolies), reasonable access to information 
about the goods and services being sold and alternative sources 
available, no collusion among sellers or buyers, and no deception 
or fraud in business practice. Through free markets, purchasing 
and selling decisions are made. Efficient pricing and distribution 
of the products or services are achieved through access to 
information and competition.

	 Unfortunately, there are some limitations. Deception and 
fraud undermine the effectiveness of the free market system. 
Furthermore, competition is limited when an industry is 
dominated by only a few organizations, or if there are logistical, 
geographic or international boundaries that restrict free 
exchange. When information is unavailable or is restricted, 
decision-makers have a great deal of uncertainty in making 
choices, resulting in an inefficient distribution of resources. 

	 Another limitation of the free market concept is the conflict 
of interest that is inherent because managers are needed to 
make decisions on behalf of absentee owners. The relationship 
between the owners of a business and the managers hired to run 
the business is referred to as the principal-agent theory.	

	 Greed can limit free market effectiveness, yet it is the pursuit 
of self-interest that is an essential quality of free markets. In 
the popular movie Wall Street, the leading character, Gordon 
Gecco, famously claims that “greed, for lack of a better word, 
is good.” Greed has been argued to be the cause of many of our 
recent scandals and corporate misconduct. While self-interest 
is recognized by economists as essential to the efficiency and 
effectiveness of an economic system, blind or unbridled greed 
may drive inappropriate behavior. Greed often is the driving 
force behind fraud or rationalizations of improper conduct. The 
famous economist, Adam Smith - often viewed as the “father” of 
microeconomic theory - believed that enlightened self-interest is 
the ideal. The concept of enlightened self-interest suggests that 
economic actors can advance their interests without engaging in 
inappropriate actions. In doing so, they seek to act in ways that 
will contribute to societal good as well as achieve self- benefit. 

“To feel much for others and little for ourselves; to restrain our 
selfishness and exercise our benevolent affections, constitute the 

perfection of human nature.” Adam Smith
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	 3.	 Principal-agent theory
	 In a business organization, particularly one that is publicly 

traded, managers are hired to make decisions and manage 
the business on behalf of the stockholders. The stockholders, 
or owners, are described as “principals” and the managers 
as “agents.” The owners — for a variety of reasons — cannot 
(or have chosen not to) be actively engaged in the day-to-day 
management of the organization. The owners hire business 
managers to conduct the affairs of the business with the 
expectation that those managers will primarily (or principally) 
consider the owners’ interests in all decision-making. 

	 All persons (not just managers) in an organization are agents 
for the owners and have a fiduciary responsibility to hold the 
owners’ interest above their own in all actions and decisions. 
Owners are expected to set guidelines and create governance 
systems to guide agents. Policies, plans, goals, and rules set 
boundaries and parameters for agents, but often the agents must 
interpret the guidelines in day-to-day activities to achieve the 
best results for the principals.

	 A number of responsibilities of the agent emerge from this 
relationship. Some of these responsibilities include loyalty, the 
duty to act in good faith, the duty to report fairly the activities 
and results of business practice, the duty to avoid taking any 
adverse interests or to engage in behavior that competes with 
the principals’ interests, and the duty to represent the principals 
with dignity and a positive image. Many of the scandals 
in today’s business world involve direct violation of these 
principal-agent responsibilities.

	 While the agent has specific responsibilities, so do the principals. 
Principals are to reasonably compensate agents for their work, 
they should not expose agents to unnecessary risks, and they 
must provide reasonable direction and exercise some oversight 
(monitoring and control) over agents’ actions.

	 4.	 Business and society
	 The role of organizations in broader society has been debated 

for many years. Are organizations economic entities with no 
responsibility to determine what actions are “right” or “wrong” 
– with only a limited role in choosing what is best for society? Do 
organizations have a duty to take courses of action that benefit 
society? This section describes the three most prevalent views of 
how organizations relate to broader society.
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a.	 Economic entities only
	 One view of organizations purports that corporations and 

other businesses provide great benefit to society by engaging 
in the economic exchange processes described previously in 
the section on capitalism. Advocates of this view claim that, 
through the microeconomic systems, businesses achieve the 
optimal distribution of resources for the maximum benefit 
to society. This concept, referred to as Pareto Optimality, 
is achieved when the participants work to optimize profit 
and in doing so achieve the most beneficial distribution 
of resources that can be achieved. These economic 
entities are still expected to follow the normative standards 
of not cheating, lying, or stealing, as well as the specific laws 
of society. Businesses and their agents must not collude or 
conspire with one another in business practice.

	 Advocates of Pareto Optimality point out that businesses 
provide jobs, and produce goods and services, which 
otherwise would not be provided. Businesses contribute to 
a healthy economic system that benefits all or most of the 
members of society. If the pure state of Pareto Optimality 
were attained, it would be impossible to provide additional 
benefit to one party without harming another. This is a 
utilitarian perspective — that the greatest condition that  
can be achieved is the efficient distribution of resources  
and wealth.

	 Theoretically, the consumers in a free market system 
influence the actions of the participants by choosing what 
to buy, from whom to buy, and for what price. Boycotts and 
supplier preference are the tools used by consumers to 
influence businesses. If a supplier of products engages in 
activities deemed improper, buyers can choose not to buy 
from that supplier. Free market advocates claim that these 
mechanisms create responsibility on the part of both the 
seller and the buyer to assure that actions are taken, which 
contribute to the greater good of society.

b.	 Compliance-reactive approaches
	 Most economists and sociologists recognize that government 

plays an important role in regulating business activity. 
Laws provide specific standards of conduct, which business 
agents are expected to follow. 
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	 One of the arguments for the need of governments and 
laws is that all economic systems produce externalities, or 
outcomes, that affect people outside the exchange process. 
For example, individuals harmed by the pollution caused by 
a manufacturing system are an externality to that system. 
These individuals are without the economic influence to 
compel these businesses to act in alternative ways. Hence, 
there is the need for governments to step in and regulate 
conduct that has an externality effect.

	 Governments write laws and create enforcement systems to 
assure compliance. Enforcement agencies at the federal, state 
and local levels interpret laws and investigate and prosecute 
actions that are determined to be violations.

	 Under the compliance model, businesses must be aware of 
the laws and assure that actions are not in violation, or else 
risk being fined and/or restrained from engaging in further 
similar activity. Laws that regulate business practice include 
securities exchange and financial reporting, discrimination, 
environmental standards, product safety and worker safety. 

	 Laws originate from public pressure for laws to prohibit 
certain actions by businesses or perhaps to require business 
to act in other ways. Unless public interest groups are able to 
influence lawmakers, businesses are left to engage in those 
particular behaviors. When laws are passed, however, the 
compliance system compels businesses to act differently.

	 There is a paradox to the compliance-reactive system. 
Business people often complain that there is too much 
regulation by government. This should not be a surprise. 
However, if the sole sources of moral guidance are the laws 
and compliance systems, the laws and guidance will become 
overwhelming. Put another way, if business managers expect 
that laws will provide sufficient guidance for what is right 
and wrong, then they also should expect that there will be a 
multitude of laws regulating business practices.

c.	 Social responsibility and corporate citizenship
	 Critics of pure free markets and the compliance-reactive 

systems argue that laws can never sufficiently protect the 
broader interests of society and that, even if governments 
could completely regulate business practice, the costs of 
creating enforcement agencies and completely regulating 
business would be enormous and inefficient. Under the 
concept of social responsibility and corporate citizenship, 
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business managers are expected to be cognizant of the 
broader societal implications of their actions and take 
actions that, while benefiting themselves, also serve the 
broader needs of greater society. In this view, businesses 
are seen as citizens with more than just a narrowly-viewed 
economic responsibility, but a social responsibility as well.

	 With this view of businesses, the broader context of society 
needs to be considered in all business practices. This means 
that business decision-makers must consider social variables 
in decision-making and take actions which provide benefits 
to greater society in a much more proactive way than the 
pure free market or compliance models. Some organizations 
carry out this responsibility by choosing to support social 
causes such as health and medical care, social charities and 
environmental protection.

IV.	Decision-Making
	 Why do good people sometimes make bad decisions? Often it is when 

they are thrust into a situation where they are compelled to act in a 
way that hasn’t been fully thought through and the consequences of 
that action are not considered. Consequences are not considered due 
to the need to act with haste or when there is a significant personal 
stake, which makes them either unable or unwilling to evaluate the 
ramifications of their actions. These actions may be clear violations of 
laws, or not in best interests of their principals or the broader society. 

	 Now that you have an understanding of how to recognize ethical 
dilemmas and the conceptual foundations from which ethical choices 
are made, this section presents a decision-making guide to help you 
think through the consequence of an action or decision.

	 A.	Decision-making guide
The following decision-making guide is a culmination from various 
sources (see references) and common sense. It is intended to be a 
mechanism to thoroughly think through an issue and evaluate the 
consequences of an action. This guide is not considered to be all-
inclusive. 

“Think before you act, consider consequences, and be
accountable for your actions.” — Josephson Institute of Ethics
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1.	 Determine the facts and state the problem. What do we 
know that will help define the problem? What don’t we know? 
Sometimes the “problem” is clearly identifiable, other times 
it is a situation that makes you uncomfortable. Listen to your 
intuition in these situations – if something makes you uneasy, it 
is often for good reason.

2.	 Who are the stakeholders? Who will be affected by the 
decision? Make sure to consider all stakeholders, including 
employees, shareholders, customers, vendors and unintended 
bystanders.

3.	 Identify relevant factors. List the laws, professional codes 
and other practical constraints pertinent to this problem. This 
will also include any relevant factors related to the issue being 
evaluated such as what are the constraints, parameters or other 
limitations.

4.	 Develop a list of three to five options. List options that would 
solve the stated problem. Think beyond the obvious choices 
and identify ways to solve the situation and actions needed. 
Often through this brainstorming activity, a more viable and 
satisfactory option will materialize. Try to avoid “yes” or “no” 
options but think about to whom to go or what to say.

5.	 Test options. Apply the following tests to the options.
a.	 Harm test. Does this option do less harm than the 

alternatives?
b.	 Legality test. Is this option legal? If the answer is “no,” stop 

here!
c.	 Precedent test. Does this option set precedent, which, 

while the outcome in this fact pattern is not problematic, this 
option under another fact pattern could cause a dramatically 
different outcome?

d.	 Publicity test. Would I want my choice of this option 
published in the newspaper?

e.	 Defensibility test. Could I defend my choice of this option 
before a Congressional committee or a jury of 			 
my peers?

f.	 Mom/Dad test. What would Mom/Dad think of 		
this option? Would this option disappoint those whose 
respect I value?

g.	 Reversibility or “Golden Rule” test. Would I still think 
the choice of this option good if I were one of those adversely 
affected by it? How would I want to be treated?
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h.	 Virtues test. What would I become if I choose this option?
i.	 Professional test. What might my profession’s ethics 

committee say about this option?
j.	 Peer or colleague test. What do my peers or colleagues say 

when I describe my problem and suggest this option as my 
solution?

k.	 Organization test. What does the organization’s ethics 
officer or legal counsel say about this?

l.	 How does it make me feel? This is your conscience. How 
does this option make you feel physically or emotionally? Are 
you able to sleep? 

6.	 Select an option. Test the options listed in step 4 to evaluate 
each option from different points of view. Assessing each option 
with test a. through l. will help you thoroughly think through the 
impact of your decision and make better choices.	

7. 	 Evaluate outcomes and review steps 1-6. What could make it 
less likely that you would have to make such a decision again? 
You may need to create additional options because the testing 
completed in 5 revealed undesirable outcomes. 

	 B.	 Whistle-blowing
One of the options that you have evaluated may be to “blow the 
whistle” on those engaged in an unethical activity. You have 
identified the ethical dilemma and evaluated the situation using 
the decision-making guide. However, your supervisor presses 
you to take an action that makes you uncomfortable. You have 
examined the situation, identified the stakeholders, determined 
and tested the options. You are firmly convinced that if you take 
the action your supervisor has asked, the act would be unethical. 
What do you do now? You need this job to pay your bills and simply 
walking away from your job is not a course of action you want to 
take. Going against what a supervisor has asked or ordered is never 
easy, but you need to decide what to do. 

“I would prefer even to fail with honor than win
by cheating.” — Sophocles
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Following the directions or orders of someone else is not an ethical 
or legal defense for wrongdoing. You must be prepared to think and 
act in a way that is beneficial to you and that of the organization for 
which you work. Are there alternatives for you to follow short 
of quitting? Fortunately, in most organizations the answer is 
“yes.” Here are some possible courses of action if you find yourself 
in this type of ethical dilemma:
1.	 Discuss your concerns with your immediate supervisor, even 

if your supervisor is the one presenting the ethical problem. 
Sometimes when presented with a subordinate who questions 
the ethical nature of a situation, the supervisor will rethink the 
situation and step back from the unethical action. If, however, 
this does not provide a satisfactory solution, you will need to 
find an alternative course of action. It is NOT okay to just 
do what you are told to do when you believe the action is 
inappropriate or unethical!

2.	 Your organization may have an ethics/fraud hotline and/or 
an ethics officer with whom you may consult. In addition, if 
you belong to a professional organization that has an ethics 
advisor, you may be able to consult that person to get an 
objective opinion about your situation. Generally, a report 
to a hotline or ethics officer will be kept confidential (at least 
initially). However, if the problem is very serious and involves 
higher levels of management, maintaining confidentiality may 
be difficult. If you decide to pursue the matter higher in the 
organization, for example to the audit committee, you will have 
to decide if you are willing to become a “whistle-blower.”

3.	 At this point, you may want to assess your own situation — both 
from an ethical and legal standpoint. If you believe you may 
be in legal jeopardy from actions you already have taken or 
you believe you will have to blow the whistle, you may want to 
consult a private attorney. An attorney can advise you about 
your legal rights and responsibilities in the situation.

4.	 A whistle-blower is someone who, due to a situation involving 
wrongdoing, “blows the whistle” or informs higher levels of 
authority. Some whistle-blowers stay within the organization by 
informing higher management, the internal auditors, the audit 
committee, or the board of directors about the wrongdoing. 
Other whistle-blowers go outside of the organization by 
informing law enforcement, the auditors, or the news media 
about the wrongdoing. There are legal protections from 
retribution for whistle-blowers contained in the Sarbanes-
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Oxley Act and other state and federal laws. Despite such 
protections, whistle blowers are often subjected to intense 
pressure and may find it necessary to leave the company. Being 
a whistle-blower can be a very difficult and lonely road to follow. 
If you are accusing high-ranking individuals in the organization 
of wrongdoing, expect to meet with very fierce opposition from 
those being accused. Some whistle-blowers come out very well 
from their situation and become national celebrities, such as 
Sherron Watkins of Enron and Cynthia Cooper of World 
Com. But most whistle-blowers do not become famous or rich. 
Many have to leave their jobs, and some even have gone to jail 
due to actions they took before they blew the whistle. Despite 
these hazards, becoming a whistle-blower may be the best thing 
to do; otherwise, you may become a perpetrator in the unethical 
activity.

5.	 If you decide that you must proceed up the chain of command 
in the organization, you should keep your superior apprised and 
fully document your actions in writing. Ultimately, your case 
may reach the audit committee, the board of directors, or the 
owners of the company. At this stage, anonymity is probably no 
longer possible. 

6.	 Hopefully, your situation will be resolved without becoming a 
whistle-blower or going all the way up to the board of directors. 
But, if your situation still exists after exhausting all levels of 
internal review, you may not have any other course of action 
but to resign from the organization and submit a memorandum 
to the appropriate party in the company detailing exactly why 
it is necessary for you to resign. Resignation probably will not 
resolve the situation, but at least you will be able sleep at night 
and know that you have done the right thing by not participating 
in wrongful conduct. Reporting illegal conduct to law 
enforcement authorities, or any outside party, should be done 
only after consulting an attorney who can advise you properly.

Fortunately, many ethical situations can be resolved short of 
resignation. This is why many organizations now have codes of 
conduct, hotlines, and ethics officers. Still, knowledge of your rights 
and responsibilities is always the best way to prepare if presented 
with an ethical dilemma.

“Always bear in mind that your own resolution to succeed is more 
important than any one thing.” — Abe Lincoln
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V.	 Student Codes, Professional Codes, and Company 
Codes

	 Codes of ethics are used to communicate to, and formalize sets 
of values for, groups of people. These groups may be business 
organizations, members of professional organizations, participants in 
academic programs, or any other collection of people. Often, a code of 
ethics is written by a representative assembly of group members and 
then distributed to the entire group. This section contains examples 
of codes of ethics - or conduct codes, as they are sometimes called. For 
the professional codes, use the URL link to go to the organization’s web 
site to locate the text of the codes. The examples presented here offer a 
view of the breadth and coverage of different professional and subject-
specific codes. These codes can be used as reference material and for 
discussion purposes.

	 A.	 Northern Illinois University Student Codes of Ethics
1.	 NIU’s Student Code of Conduct — www.niu.edu/conduct/

student-code-of-conduct 
2.	 College of Business Student Code of Ethics — see Appendix A
3.	 Accountancy Majors Student Honor Pledge and Code of 

Conduct — see Appendix B
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	 B.	 Professional Codes

	 1.	 Accountancy
i.	 Public accounting — American Institute of Certified Public 

Accountants. www.aicpa.org
ii.	 Internal audit — Institute of Internal Auditors. 			 

www.theiia.org
iii.	 Fraud examiners — Association of Certified Fraud 

Examiners. www.acfe.com
iv.	 Management Accountants — Institute of Management 

Accountants. www.imanet.org

	 2.	 Finance
i.	 Certified Financial Planner. www.cfp.net
ii.	 Chartered Financial Analyst. www.cfainstitute.org
iii.	 Securities and Exchange Commission — “final rules”. 		

www.sec.gov

	 3.	 Management
i.	 Human resource professionals — Society for Human 

Resource Management. www.shrm.org
ii.	 Management generalists — Society for the Advancement of 

Management. https://samnational.org

	 4.	 Marketing
i.	 Marketing and sales — American Marketing Association. 
	 www.ama.org
ii.	 Marketing research — Interactive Marketing Research 

Association.

	 5.	 Operations Management and Information Systems
i.	 Operations Management and Logistics. 
	 www.apics.org/default.htm
ii.	 Information Systems — www.aitp.org
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Appendix A
NIU College of Business
Student Code of Ethics

As a student at Northern Illinois University’s College of Business, I 
understand that it is my duty to behave in a courteous and ethical manner at 
all times. The attitudes and habits I develop as a student form the core of my 
professional behavior. As such, I will set an example of the highest caliber 
for those that work with me.
To promote these behaviors within the student body, I will use the 
principles of honesty, respect, integrity, and professionalism as my 
academic and professional guide.

HONESTY: 
	 •	 Understand the College’s policies on academic conduct, and 

practice them as a part of my life
	 •	 Honor my personal obligation to be sincere and forthright by 

dealing fairly and truthfully with others

RESPECT:
	 •	 Embrace the diverse perspectives and accomplishments of others, 

knowing that it is the personal and cultural variations among 
people that enrich us individually and as a society 

	 •	 Take pride in my College and University by protecting our facilities 
and their surroundings

INTEGRITY:
	 •	 Maintain my beliefs and values despite changing circumstances 

and challenging environments
	 •	 Respect my reputation and that of my university by avoiding 

unethical behaviors and the circumstances that encourage them

PROFESSIONALISM:
	 •	 Maintain the highest standards of performance, conduct, and 

cooperation with my fellow students, faculty, and co-workers
	 •	 Perform my duties with due diligence and make a continuous effort 

towards improvement

Written by and for NIU College of Business Students
NIU College of Business Student Advisory Board

Unanimously Approved December 6, 2004
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Appendix B
Accountancy Student Honor Pledge and Code of Conduct

The Pledge:
As a student in the accountancy program at Northern Illinois 

University, I recognize pursuing an education in our trusted profession 
requires a code of conduct. I affirm my commitment to abide by the 

code established by fellow accountancy students, so the values of the 
program and standards of the profession are upheld.

Preamble: To abide by our pledge, we, the accountancy students of 
Northern Illinois University, establish a code of conduct to represent our 
values and culture.  We recognize an effective code requires action, sacrifice, 
and accountability. This code is in place to preserve our legacy and to guide 
present and future accountancy students.

The Code:
We acknowledge that we represent NIU’s accountancy program while on 
campus, in the community, and in the workplace.  Because of this, each 
accountancy student has a responsibility to cultivate and protect our legacy.

•	 We are accountable to ourselves, each other, and faculty, and take 
responsibility for the consequences of our decisions.

•	 We act with integrity, demonstrate academic honesty, and stand up 
for both our personal beliefs and the standards of the accountancy 
profession.

•	 We conduct ourselves professionally so that we represent ourselves, 
our program, the college, and the profession in a positive manner.

•	 We strive for academic excellence, accept challenges, take pride in our 
work, and assume responsibility for our education.

•	 We respect the University and all its members, as well as the 
profession, and most importantly – ourselves.

January 2020
Written by and for NIU Accountancy Majors

Unanimously endorsed by the Accountancy Faculty
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Decision-Making Guide

Step 1
Determine the facts and state the problem.

Step 2
Identify the stakeholders. 

Step 3
Identify relevant factors.

Step 4
Develop a list of 3–5 options.

Step 5
Assess options using various “tests.” 

	 a. 	 Harm test
	 b. 	Legality test 
	 c. 	 Precedent test
	 d. 	Publicity test
	 e. 	 Defensibility test
	 f. 	 Mom/Dad test
	 g. 	 Reversibility or “Golden Rule” test
	 h. 	Virtues test
	 i. 	 Professional test
	 j. 	 Peer or colleague test
	 k. 	Organization test
	 l. 	 “How does it make me feel?” test

Step 6
Select an option

Step 7
Evaluate outcome and review steps 1-6.

➤
➤

➤
➤

➤
➤
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