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ETHICS: GUIDANCE
FOR BUSINESS

Who would expect that the latest aftershock
after Sub-prime crisis in 2008 - a debacle of
Goldman Sachs Group Inc, a leading investment
banker from USA would shook the world financial
sector to a certain degree? It all began in April 2010
when the Securities Commission of USA or SEC
charged Goldman Sachs for defrauding investors in
connection with the structuring and sale of not less
than US$ 1 billion collateralized debt obligation
(CDO).

The execution of US Commission resulted in
a meltdown of worldwide stock across the board.

The root cause of the impact started from the
2007 incident when Mr. Fabrice Tourre, Goldman
Sach’s Executive Director, Structured Products
Group sold credit default swaps (CDS) which
insured the risk of CDO to Paulson & Co. By theory,
the more default of CDO, the greater benefit
Paulson & Co will reap from buying CDO. With
a cheating plot for mutual benefits of Goldman
Sachs and Paulson & Co, Abacus portfolio -
selected sub prime bonds were initiated
and selected by a trusted ACA Management LLC.
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Goldman Sachs, would not entitle to any liability
if this investment banker had not mislead information
in investment prospectus that ACA entirely selected
the sub prime bonds underlying CDO and had not omitted
to mention Paulson & Co. Goldman Sachs also did not
reveal that Paulson & Co would benefit if Abacus portfolio
underperformed or defaulted as Paulson & Co had already
bought CDS from Goldman Sachs. Finally, ACA was not
aware that Paulson & Co would earn benefit from CDO
but actually understood that Paulson & Co owned CDO
and would gain a huge loss if CDO devalued.

The derailed ethics and moral in business conduct of
Goldman Sachs become a thorn in the side of the company
in running its operation as the government, overseeing
regulators, investors, partners as well as industry
counterparts are no longer keen to associate with
Goldman Sachs.

The lesson of Goldman Sachs best shows a good
example for business men and new managers to be even
more conscious of trends of ethics and moral in doing
business.

A concept of corporate governance which underscores
the role of stakeholders and value maximization of the
company and realization that the righteous success for
existence of the organization in the long term, lies in
competitiveness, innovation, and responsiveness to every
involved parties with responsibility.

Therefore, the framework of corporate governance for
business execution should be assessed from at least three
factors i.e.:

Economic factor: A business decision, no matter
investment, business expansion, new project initiative or
product line termination, must increase rate of financial
return for the business which reflects in elevated net profit
or present value of cash flow.

Regulations factor: Legal risk and any regulations are
a key factor for making or breaking business or existence
of the business. If the business cannot follow legal
regulations as stipulated, hence it cannot continue.

Ethics factor: In web 2.0 era, the business cannot
deny ethical responsibilities it should adhere to as business
movement of the organization undoubtedly results in ripple
effect on stakeholders. Ethical issues which challenge
business such as corruption, bribes, corruption, profit
cushion or distorted information in the financial statements,
overstatement which misleads consumers and others are
diverse and highly complex.

When ethical challenge or ethical conduct becomes
a novel issue for executives to concern and deal with
the trend of pursuit of good citizen in the society, several
questions arise for instance, how the executives know that
the business is challenging ethical concern or not, how they
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can make decision that leads to ethical business conduct
or how to consider or assess that the conduct is right or
wrong as the interpretation to clearly identify the answer is
uneasy.

The criteria to evaluate ethical values which serve as

a basic judgment for executives to apply for any incident that
is prone to ethical dilemma, incorporate three principles:

o Beneficence: In this case, any action that reaps
the best benefit for the majority people is a good
action. Therefore, the executives should assess
the capital and interest generated for the society as
a whole in order to reduce impact towards the
society at large before decision is made.

e Respect for person: Actions must conform and
must not violate personal right in any way. Therefore
the executives must respect human rights and rights
of participating stakeholders in order to mitigate
impact from violating rights of those groups.

o Justice: Any action of the business must be right
and impartial; distribution of responsibilities, benefit
and compensation for those who are not ethically
treated must be taken into consideration. By this
reason, the executives must support participation of
decision making to create equality of every

stakeholder,

A call for the business to realize and regard ethics
and moral in conducting business from every sector has
become a vital pressure for the executives to identify
a decision framework that is ethically appropriate.
In addition, the business ethical challenge may be
an opportunity for socially responsible businesses to
intensify their competitiveness that is more sustainable.
Above all, any executive can easily test if his or her decision
complies with societal ethics standard and decide if the
incidents are ethical risky by just asking oneself of how
he or she will feel if his or her friend, relatives, family
acknowledge his or her decision or action.

As a consequence, no matter how large or small
organization the executives run, awareness of ethical
and moral decision in business or realization of corporate
governance and practice in the organization for
effectiveness will tremendously bring about prosperity
in a sustainable manner. Also, the business will gain
acceptance and support from general public in a concrete
manner like a Thai proverb says “Honesty is the best policy.”

Power The Thought | 21





