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Abstract 
The paper notes the problems companies can have with ethical episodes, am 
suggests they sometimes need to transfonn their operations to cope with a new 
level of public perception of ethical behaviour. The paper makes a very preliminary 
attempt to derive a DSS which will predict the path of an ethical episode, for the 
guidance of corporate transfonning agents. 
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1 INTRODUCTION 

The literature on Decision Support Systems has been evolving in several directions 
since the first contributions in the 1960's. There has been a growth in the 
sophistication of the technical ~olutions, and a growth in the expectations of 
managerial users as to what the systems will be able to achieve. There has also 
been a move away from consideration of the systems which will help a single 
manager or employee to ones which will deal with the organisation as a totality. 
The work of IFIP Working Group 8.3 has been increasingly concerned with 
computer aided organisations, rather than computer aided managers. The 1988 
Working Conference (Lee,McCosh, Migliarese,1988) was entitled "Organisational 
Decision Support Systems". The 1990 conference (Sol, Vecsenyi 1990) dealt with 
changes in the environment, and how these affected the DSS concept and its 
implementation. 

The present paper addresses a particular kind of change in the environment. In 
this situation, the company or other organisation faces a major change in the way it 
is perceived by its public, in a situation where the change is in the company's 
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stance on an ethical question. In this situation, the perception may change even if 
the company policy on the topic is unaltered, because the public becomes more 
conscious than before of the issue. The paper is designed to make a very tentative 
beginning to the formidable task of measuring the ethicality of a company policy. 

2 PERIODS OF PROFOUND CHANGE 

The task of transforming an organisation so that it can cope with a profound change 
in its environment is major, and there is a literature of change management as a 
separate subject within management (Mumford 1978, Cummings & Huse 1985). 
Some of these changes arise from a transformation in the market (e.g. the impact of 
xerography on carbon paper) or a transformation of the accessibility of the market 
(e.g. the granting of banking licences to UK building societies in 1986). They may 
arise through a technical product development, as in the invention of the long
lasting light bulb, and the steady improvement in the life expectancy of car tyres. 
They may arise from a technical process development, as in the case of 
computerised banking by telephone and direct selling of insurance by phone ani 
computer link. 

In each instance, the companies involved have been forced to effect a major 
change in their working practices. Generally, they have had to go out and buy the 
new technology and change their working practices to attempt to match the 
economic chaUenges posed by the innovating firms. Some firms have left the 
rectification very late, and are forced to make very sudden and drastic changes. Some 
leave the changes too late, and are either taken over (usuaUy with large scale job 
losses) or closed down completely. 

There is another kind of profound change, which can have just as severe an 
impact on a company or industry. These arise from a change in the public's opinion 
about a product or service or way of working. Cigarette makers have continued to 
grow on a global scale. but have had to move production and marketing efforts 
from the richer countries toward the poorer ones as demand has been squeezed out of 
the former by pressure groups. Public attitudes to po))ution have also evolved, 
from a grim toleration at the time of cleaning up the mess in the heavily populated 
English Channel from Torrey Canyon. to a reaction which essentially demanded 
revenge when the Esso Valduz did much the same damage to a thinly populated 
Alaska. 

In these and similar situations the industry involved. not just the single 
corporation. confronts a profound change in its public image. and would do we)) to 
have regard to this in its planning. as far in advance as can be arranged. 

In the financial sector in the UK. the pension fund industry. and the pension 
fund management industry. are both subject to a significant public reappraisal at 
present. A report on what to do next has been produced by a law professor (Prof. 
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Goode). The main impetus for these change proposals was the eccentric investment 
behaviour of Maxwell Communications Company pIc. The previous public image 
of pension funds had been safe, solid, boring, secure, and reliable. Indeed, some 
pension fund managers took pride in the fact that they hardly had any public image 
at all. Now there is a considerable level of public interest and concern that the fund 
managers and trustees behave in' an accountable and observable way. This will 
probably mean the pension funds will have to produce accounts of their investment 
performance to the beneficiaries, with considerable cost implications. The fees 
payable to the fund managers and the pension fund consultants will also receive 
more attention than before, and this may lead to a perception change over time. 

In the present paper the objective is to consider how public perceptions of 
products or services evolve, and the ways in which companies can react to, or 
anticipate, these evolving perceptions. The general area of study will be the 
judgements made about the ethical level of financial transactions. At this stage, the 
goal is to draw up a general model of the evolution of ethical perception. A future 
paper will be concerned with the tasks of calibration and quantification. 

3 ETHICAL STANDARDS FOR CORPORATE BEHAVIOUR 

It is clear that any attempt to create a model of ethical behaviour, which is to have 
the eventual attribute of being quantifiable, must include a definition or a series of 
definitions of what 'ethical' means in this context. 

The obvious first place to look would be in the journals which take business 
ethics as their main theme. This has proved rather disappointingly unproductive. In 
a large number of cases the articles in these journals implicitly assumed that ethical 
was a word which meant 'conforming to the law of the United States'. Unethical, 
therefore, was defined either explicitly or implicitly as 'contrary to the law of the 
United States'. Vogel, for instance, having started from this implicit definition, 
manages to prove that US business had made more progress in ethics than business 
in other lands. This result is not surprising. If I were to define 'ethical' as being 
dressed in tartan, I am sure I could prove that the most ethical people were 
Scotsmen. 

More generally, it is regrettable (from the viewpoint of the "consumer" of 
ethical guidance) that the work reported recently by philosophical and ethical writers 
seems to have concentrated on second order problems and third order problems, 
rather than first order problems. They have concerned themselves with the analysis 
of what a commentator meant, or on what a commentator about a commentator 
meant, rather than on whether a particular course of action was right or wrong. 
There is nothing wrong with making these second order analyses, of course, but 
they are of little help to people who have to decide on first order issues. 
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A search for an alternative anchor for ethical measurement led me at length to 
the point from which I ought to have started:- the ancient religious and quasi
religious philosophies. It is a fascinating and immense field, the study of which 
nobody can ever complete. Within the very narrow confines of my concern, 
however, my investigations seem to reveal an encouraging unanimity of view 
among the ancient writers. They give very little guidance on what actions people 
should engage in. What they all seem to consider important is that the reader should 
pay close attention to the impact of their actions on other people. Do not behave 
towards others in a fashion you would hate. Do unto others as you would have 
them do to you. There is very liule discussion, that I have so far been able to 
locate, which seems to start from the view that there is a generally applicable basic 
ethical principle or set of principles. The idea that there is a "Form of the Good" 
which has some objective existence, even if no persons are around to observe it, 
does not seem to have many supporters in the older religious or quasi-religious 
works. 

In the present paper, the goal is to produce a definition of ethical behaviour 
which has the potential to be quantified into an index of 'ethicality'. If this could be 
achieved, then one would be able to appraise two actions or courses of action which 
were being considered, and state, in advance of acting, that one of these actions was 
more ethical than the other. One would then be faced with the remaining decision, 
on whether one should choose the more ethical or the less ethical course of action. 
It will be presumed in the present paper that it is possible to behave too ethically, 
as well as it being possible to behave too unethically. 

4 SOME COMMON GUIDANCE FROM THE RELIGIOUS 
SOURCES 

At the time of writing, some progress has been made in reading the original source 
books of the various religions and quasi-religions, in translated form. The Bible, 
the Koran, the Analects of Confucius (as extended by Mencius and Chu Hsi), some 
of the Upanishads, and part of the Code of Maimonides have been consulted, as part 
of the search for corporate guidance along the lines of the previous paragraph. 1be 
Torah, some of the remaining Buddhist writings, and other sources remain to be 
consulted, and this may change the answer quite considerably. At the present stage, 
there is a degree of similarity among the sources, on this point, which was 
surprising. 1bere were substantial differences also, of course. A large portion of 
each of the formally religious documents was concerned with market share mauers, 
and with the issuance of assorted threats to those who failed to adhere to the "one 
true way". But on the specific point of issuing instructions concerning how people 
ought to behave toward one another, they said very nearly the same things, am 
sometimes in very similar wording. Generally, there were two parts to the 
instruction. 
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The first part was an instruction to behave in a charitable fashion towards one's 
fellow man. In the Koran, in Surah 110 (The Land) the companions of the right 
hand (= the ethical) are characteri'sed by "the freeing of a slave, or giving food upon 
a day of hunger to an orphan near of kin or a needy man in misery" and by working 
with co-believers to "counsel each other in steadfastness and in mercy". In his 
interpretation and elucidation of the Jewish law, Maimonides sets out detailed rules 
for charitable giving, and how a man might be best able to work out whether he 
had done his share of the task of looking after the poor of the community and the 
poor who happened to be visiting the community at the time. These rules are 
written with exquisite clarity: one can only wish that our current tax codes (which 
are no more precise in what they say) had been drawn up by Maimonides. The Bible 
has several similar exhortations toward charitable behaviour, and the oldest source 
of all those considered so far, the Analects of Confucius, give pride of place to the 
attribute of '~en" or human-heartedness in describing the behaviour expected of a 
sage, the highest human rank of all. 

The second part of the instruction was usually in the form of an explanation or 
clarification of just what the first part involved. A person who was predisposed to 
deal charitably with his fellow man might find it a bit difficult to tell whether he 
had actually done so to a sufficient degree. Most of the sources offer guidance on 
this topic. Some of them are rather hard to live up to. In the New Testament, we 
are instructed to be "perfect, even as your father in heaven is perfect", and when you 
fail to achieve this, to throw yourself on God's mercy and believe he will deal with 
the matter. In Surah 113, the realer is reminded that God has provided him with 
sufficient shelter, guidance, and material wealth, and instructs the reader to provide 
the same to others on a similar. basis. Mencius, one of the two most prominent 
successors to Confucius, amplified the latter's concepts of Chung and Shu to 
enable people to understand the concepts better. We shall see below that shu is a 
viable business instruction. Chung, however, translated as "conscientiousness 
toward others", seems to mean that one should do to others as you would like them 
to behave towards you. This is often called the "golden rule" and appears in the 
Bible (Matthew 7:12) and several other authorities as well as in the Mencius. As 
will be established below, this is not a viable ethical instruction for issuance to a 
member of a group who is responsible for that group's relationships with other 
groups. 

Some of the other instructions which calibrate one's charitableness are rather 
easier to cope with. In the Surah "Shrouded", number 74, it is made clear that the 
possession of wealth is not a bad thing; instead the continued piling up of more and 
more of it is condemned. Mencius' doctrine of shu is clearly dependent on earlier 
ideas of Confucius. In the Analects (12,2) Confucius identifies the concept of "shu" 
which is translated as altruism, but which is stated as the classical instruction of 
the silver rule. "Do not do things to other people that you would hate them to do to 
you". Similar words are used by Maimonides (book 13) in his discussion of 
judgements and of justice between debtor and creditor. 
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The very widespread support for the 'silver rule' and the narrower but still very 
extensive support for the 'golden rule' are both helpful. We shall see below that 
these two concepts are helpfully quantifiable. In the discussion to follow, we will 
adopt the apparently standard definitions, namely that the 'golden rule' is the 
injunction to behave towards other people as you would wish them to behave 
towards you, while the 'silver rule' is the injunction to refrain from taking an action 
toward another person if you would not wish them to take that same action towards 
you. 

5 CHOOSING AMONG THE GUIDANCE RULES AVAILABLE 

It has now been established that there is a substantial support from traditional 
sources of ethical guidance for the use of the silver and golden rules in selecting the 
behaviour one should adopt in dealing with others. It is now necessary to consider 
whether we can choose one of these rules in preference to the other one, in the 
context of a traditional business, and especially inter-corporate, negotiation process. 
The two rules were specified in the Analects of Confucius (12,2) as Chung am 
Shu. Confucius was anxious to promote humanness or human-heartedness, am 
therefore advocated 'loving others' as a general rule. To put this into effect, he 
advocated both 'shu' which means 'do not do things to others that you would not 
like to have done to you' and 'chung' which means 'the way to behave human
heartedly is to sustain and develop oneself by sustaining and developing other 
people'. Chung is therefore similar to the biblical golden rule, 'do unto others as 
you would have them do unto you', but is not quite so open-ended. The benefit to 
the other party is the same in both cases, but in the case of chung there is a 
prospect of benefit accruing (perhaps very indirectly) to the actor as well. 

In negotiations between corporations, the concepts of chung and shu are widely 
adopted by sensible managers. You do not do things to the other party that you 
would dislike to have happen to you if you value the relationship at all. 
Deliberately to violate the rule of 'shu' is colloquially known as a rip-off in modem 
business situations:- such transactions are clearly unethical and will result in the 
termination of the relationship at the first chance the other party gets. An accidental 
violation of the rule of shu may be just as painful for the second party, and may 
result in just as large a lawsuit, but it is not unethical unless the first party 
promoted the transaction in a reckless and wanton manner. 

When we come to consider the rule of chung the situation becomes less clear. 
Many senior executives engaging in negotiations with their counterparts in other 
firms would agree that is wise, profitable, productive, creative, and sensible to 
make sure that the other party to a deal is likely to come out of it with an enhanced 
position. In fact, it may be hard to arrive at an agreement if the second party does 
not perceive this result to be probable. However, most managers would feel it 
inappropriate to level a charge of ethical impropriety at the door of a fellow 
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manager who takes no account of the counterparty's welfare. Such a manager would 
claim that this was the counterparty's own responsibility, and not his, unless the 
counterparty was disabled, blind, or otherwise disadvantaged. 

Managers would resist even more vehemently any suggestion that they should 
'do unto others as they would have others to unto them'. This Christian imperative 
is simply not a viable basis for conducting a business negotiation. Positively to 
defend and promote the interests of the counterparty constitutes, or is very likely to 
constitute, a treasonable failure to behave with 'uberrima fides' towards one's own 
company. This is a violation of every company director's 'oath of office'. 

Perhaps this difficulty explains why there are so few philosophers running 
foundries or cement factories. Perhaps it explains why at least some of the writings 
of ethics are regarded as quite unhelpful and/or unrealistic by many business 
managers, even ones who are very positively inclined towards ethical behaviour. 
The golden rule conflicts directly with a company director's obligations of office. 

It would seem, however, from the above discussion, that the silver rule, the rule 
of 'shu', does not so conflict. In devising a system for coping with organisational 
transformations, this paper will be based on the assumption that the boundary of 
business ethics is the rule of 'shu', or the silver rule. 

It is important to note that both silver and gold rules of ethical behaviour are 
stated in terms which refer back to the original actor. Do not do things XWl would 
not like. Do things that XWl would like. This makes the creation of decision aide 
for ethical transformation considerably easier. The idea of founding an ethical 
decision on the collected views of a community, as that may evolve through time, 
clearly entails taking the risk that the whole community is wrong-headed. We 
currently believe that the cannibal communities were behaving unethically, though 
they may well have been unanimous about the practice. At the same time, the 
adoption of the silver and gold rules gives us a hook to hang the measurement 
process on, where none existed before. 

If we are allowed to use the silver rule, we can then obtain the ethical opinion 
of the community by means of an opinion survey. Questions in such surveys must 
be devised by competent people who will avoid bias in the answers arising from the 
phrasing of the questions. In principle, it is an achievable task to cany out arr: 
investigation which will give collective measure of ethical opinion, at least with 
respect to those financial transactions in which the public has a reasonable level of 
involvement and at least a slight level of understanding. It would also be possible, 
of course, to carry out similar and perhaps more detailed surveys of more specialised 
groups. I do not for a moment question the difficulty of doing this survey as a 
practical matter. While obtaining opinions about ethical questions in finance is 
probably easier than obtaining valid ethical survey opinions in other areas, it still 
calls for very careful questionnaire design methods. In general, this entails asking 
questions in their full form. The respondent must be offered balanced questions. A 
high cost offering with a high and defined service element may be offered in 
contrast to a low cost offering with a low and defined service element. 
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If the attempt is to be made to study the cost or price of the financial service 
only, it will be essential to arrange for a series of values to be tested. It can safely 
be assumed that the reader will classify the highest cost item as unethical, not 
necessarily because he thinks it is unethical, but on the ground that he does not 
wish to look stupid. The interesting responses will be his choices among the 
various intermediate values. It will be proposed that the opinion surveys used to 
calibrate the evolution of the ethicality of a particular episode should be a series of 
small surveys at tightly packed intervals of time, as the episode evolves. This 
survey process, which may study the episode at monthly intervals or perhaps even 
faster, will enable the DSS fo~ ethicality to be calibrated more quickly and to 
become more effective as a predictive device. 

It has now been established that the silver rule is a more helpful guide than the 
golden rule in terms of ethical concerns for inter-corporate dealings. It has also been 
established that both rules can be calibrated by means of surveys, albeit with some 
practical difficulty. In the next section we will consider the mathematical 
formulation which will enable the evolution of this quantification to be studied 
formally. After that we will put the two together and consider the managerial 
consequences. 

6 A BASIS FOR A MODEL 

At this point it may be appropriate to move to a discussion of the mathematical 
approach which is proposed as a basis for describing the nature of an ethical 
question in quantitative terms. The Gompertz curve is proposed as a means of 
describing the level of 'ethicality' of a given business quantity or amount of money. 
The Gompertz has the property of possessing two asymptotes at points (-infinity, 
yl) and (+infinity, Y2). The general form of the equation is:-

0< a< I (I) 

and the abruptness of the move from y I to Y2 is controlled by the value of b. When 

b = I the curve is a horizontal line. As b moves away from one, the curve tilts:
upwards for values of b below one, downwards (as x increases) for values of b 
above one. In addition, the further b is from unity, the more it takes on the'S' 
shape which characterises the Gompertz family of equations. Figure I shows a 
relatively sharply defined Gompertz graph. with a b value of 1.1, while chart two 
has the less emphatic shape which arises when b = 1.01 
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Figure 1 Opinion pattern late in.an ethical episode. A11 those surveyed consider 
values up to about 65 to be ethical, while none consider values much over 80 to 
be. 
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Figure 2 The acceptance pattern at an early stage in an ethical episode. More 
than 90% consider values of 40 ethical, while 10% consider values of 140 to be. 
This is a much wider range of opinion than is hypothesised to exist later in the 
episode, when opinion has '1e11ed". 
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6.1 The Modelling of A Business Ethics Problem 

The Gompertz curve has been chosen to model an ethical question because it seems 
possible to describe the important aspects of an ethical problem, and especially its 
evolution over time, in terms of the Gompertz parameters. At the beginning of an 
ethical episode, it is hypothesised that the opinions of the populace on the ethical 
question are very diverse. There is a very wide range of opinions about whether the 
financial value of a transaction is or is not ethical, and little consensus. 1be 
populace differ widely on the level at which a price of an essential service becomes 
'unethical' or an investment in protective equipment becomes 'too little'. This 
corresponds to the situation in chart 2, where b is close to unity and the curve 
slopes rather gently. The vertical dimension, y, is a measure of the proportion of 
the populace who consider the financial amount is ethical, while the horizontal 
axis, x, gives the values of the financial element which is under discussion. 

Over time, as the ethical episode evolves, the opinion of the relevant populace 
on the topic changes. The populace become more aware of the existence of the 
question. Through wider coverage of the topic, in the media in some cases, there is 
a growing consensus about the range of values that seem ethically sound. 1be 
number who regard extremely low values of the financial variable as unethical will 
fa1l, while the number who regard extremely high values of the financial variable as 
unethical will rise. At some point, there evolves a rather narrow range of values of 
the financial variable within which the ethical boundary lies. This corresponds to 
chart I, in which there is a sma)) range of values of the financial variable which 
corresponds to a very large change in the proportion who regard the transaction as 
ethical. In chart one, approximately 90% are depicted as accepting a value of 65 for 
the financial item being measured to be ethical, while 10% are depicted as accepting 
a price of 80 as ethical. This narrow range (£15) of prices contrasts with the range 
of chart 2, where the same range of views (from 90% to 10% saying it was ethical) 
was depicted by a price gap from 40 to 140, a vastly greater range. It is 
hypothesised that the survey results will move from resembling chart two at the 
early stages, towards resembling chart one in the later stages of an ethical episode. 

It is an empirical question as to how long it takes for the ethics of a particular 
issue to move from resembling chart two to resembling chart one. For the present, 
it is necessary to make an assumption. This might be that the ethicality changes 
with time, or that it changes with publicity, or that it changes abruptly a short 
time after a major but unpredictable incident. For the present paper it will be 
assumed that 

ill = -k p (2) 
dt 
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where p is a measure of press coverage of the ethical topic, k is a scaling constant, 
and b is the Gompertz curve parameter. Preliminary simulation tests with artificial 
data suggest that the variable p has a relatively moderate impact on policy 
conclusions from the model. It affects the timing of the change from a "chart two" 
situation toward a "chart one" situation, which is important in determining how 
quickly the firm must respond. 

From the viewpoint of a company, the very much more important questions 
relate to the point on the scale at which the major opinion change takes place. 
Consider the two arrows shown on each of the two charts. A company, represented 
by the two upward sloping arrows, which had been charging fifty, would find that 
its approval rating was increased as the episode progressed from chart two to chart 
one. The approval level moves up from about 88% to near unanimity in favour of 
their action. A company, represented by the two downward sloping arrows, would 
be severely hurt by the episode. Its price of a hundred was approved by slightly 
more than half of the population when chart two was in place, while nobody at all 
approves of the company's stanee by the time the episode reaches the chart one 
state. 

6.2 Horizontal Displacement 

The standard Gompertz curve will always pass through the value (0, ac) using the 
terminology of equation one. This is not a realistic limitation of the model, but it 
can be rapidly rectified, at the cost of making the equation more complicated. First 
the range of the financial variable on the horizontal axis can be hypothesised, am 
mapped on a scale with the conventional range of x for a Gompertz curve. Almost 
always, -]()(kX<300 will be sufficient to allow the Gompertz to take on its 
characteristic S-shape. If the financial variable being studied, X, is believed to have 
a conceivable range from 0 to 40, the transformation 

x = lOX - 100 

can be applied. The transformation is a linear one, and requires two parameters. As 
a first approximation the scale parameter can be set at 

~ 
Range of the financial variable 

The other parameter will always be 100. 
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7 A DECISION AID ON ETHICALLY BASED CORPORATE 
TRANSFORMATIONS 

Before any decision aid on this topic can become useful to the corporate sector. it 
must be shown that the aid is reasonably stable over time. and also that a model 
based on earlier ethical episodes can give guidance about future episodes. To 
establish this it will be necessary to follow a series of ethical episodes through on a 
"live" basis. so that the evolution of the opinion of the relevant public can be 
traced. The experiment now being reported is necessarily artificial. as the incident in 
question is now mature. 

Insurance policies have been used for many years as savings vehicles. 1be 
amount of the commission payable to the salesman who persuades the insured to 
take out the contract is a very substantial portion of the first year's premium. 
sometimes (when other expenses are counted in) exceeding 150%. This is not too 
serious a matter for those who hold the policy until it matures. It can have a 
serious effect on those who have to cash the policy in early in its life. because they 
will get back much less than they put in. The newspapers decided to explore this 
topic. and a series of articles appeared. in several papers. most of them being highly 
critical of the insurers. Shortly. a series of response articles were published. 
basically on the theme that the insured should not have bought the policy if they 
had thought they were likely to need the money. A number of politicians published 
pronouncements which asked for the regulation of the industry. while others used 
the same evidence to ask for its deregulation. 

For the present purpose. the amount of quantification in the newspapers articles 
was disappointingly slight. The first article in the series. which mentioned the 
150% figure. was regularly quoted in the articles which followed. A detailed piece 
written three months later by . an insurer. giving examples of much smaller 
numbers. was almost entirely ignored by other papers. Perhaps they could not 
understand the technical language. or perhaps the other editors did not want to admit 
that the insurers were not entirely in the wrong. 

The procedure adopted was to examine each of the newspaper articles on this 
topic. and classify it as being at one of five points on a Likert scale. The scale 
points were labelled as being strongly pro-insurers. mildly pro-insurers. neutral. 
mildly anti-insurers. and strongly anti-insurers. The scores were weighted by the 
importance of the paper: 1 for a local paper. 5 for a regional. and 20 for a national. 
The resulting subjective scores were plotted over time. and the opinion showed a 
marked evolving trend. An initial heavy weighting towards the anti-insurer polarity 
was followed by a period of approximate equality across the option range. Then a 
second period of anti reporting. and a second equality period. This repeated twice 
more. and then the movements became unclear. partly because there was relatively 
little reporting after that. The whole episode took just over three years. ending in 
1989. Clearly. it was not possible to measure the reaction of the public to these 
news article by means of surveys. as the incidents were already past. 
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It was, of course, a difficulty that the reporting was non-quantitative. To deal 
with this point, a group of 87 students (average age 27) was invited to assist. They 
were presented with a one page note which summarised the first twenty weeks of 
the press coverage, and asked to mark the ethically and commercially sound 
commission level on a scale, expressed as a percentage of the first year premium. 
They were next handed a second one page note, with the second twenty weeks of 
press coverage summarised, and asked to vote again. A third and last note gave 
them the chance to vote on the last twenty weeks of the ethical episode. While all 
the students responded to the first request, and seventy to the second, the third was 
answered by only forty students. No attempt was made to take a vote before the 
papers were handed out, because many of the students had already read about the 
topic. 

The objective of this smaH experiment was to establish whether a full 
experiment should be carried out. Studies which depend on responses from students 
cannot be relied on, even if they are assured that it is not being graded. Students 
tend to be rather more idealistic than the population, and also tend to be rather 
dogmatic when they make judgements. As far as it went, the experiment gave some 
encouragement. The answers given by the students fitted the hypotheses to the 
following degree. 

• The Gompertz fitted to the first response had a "b" value of 1.02, while that 
fitted to the second had a "b" value of 1.06. This transition is approximately 
equivalent to moving from chart two to chart one. 

• The third, small sample did not seem to differ in any way from the views 
expressed in the second sample. The Gompertz seemed almost identical with 
the curve fitted to the second vote. It is possible that the students found no new 
information in the third information sheet, and therefore voted as before. It is 
important to note that the three votes all took place in the course of a single 
day. It is also possible, of course, that the students were simply bored with the 
project by this time. 

• The mean value the students chose as being the boundary between ethical am 
unethical commission levels was the same at all three votes, being 80% of the 
first annual premium paid by the insured. The dispersion was much greater in 
the case of the first vote than for the other two. This unanimity of average 
score is potentially quite. important, if it occurs often during later 
experimentation. It is obviously important to conduct a later experiment using 
a varying sample of interviewees. 

8 THE PROBLEM OF QUANTIFICATION 

The task of quantification has proved to be the hardest element of the experiments 
tried so far. The standardised Gompertz, if it proves possible to create one, will 
allow a company to predict the course of an ethical episode, and to identify the 
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most appropriate action to take at each stage in the predictable pattern of the 
ethicality index. At the early stages, while the level of public agreement is low, the 
standardised model may enable a given firm to position itself on that part of the 
curve which will enjoy a positive boost as the ethical episode unfolds. It may also 
be possible to use the model to estimate the future consensus ethical value of the 
financial variable. This would avoid the problem of over-reacting to the furore, arx:l 
the consequent difficulties of moving the price up again later. There may eventually 
be a science of ethicometry, though there is a very large amount of work to be done 
before we can define it. 

It is clearly important, if the Gompertz is to be of any value as a predictive 
indicator of evolving future ethical pressure, to devise a procedure for calibrating it. 
When an ethical episode is at its early stages, it is quite difficult to recognise, arx:l 
certainly to quantify. In the case of the commission on insurance investments, the 
issue has been known, to a large number of people, since the mid 1970s. It could 
hardly be described as an ethical episode until 1986, however, when public 
discussion of The Financial Services Act included extensive reviews of what the 
journalists sought to pretend were misdeeds of the financial services industry, after 
the two or three genuinely criminal cases had lost their news worthiness by 
repetition. The newshounds soon lost interest in the subject, but an ethical episode 
seems to have started. At that stage (1986) there was a noticeable increase in the 
amount of effort sophisticated consumers put into 'shopping around' for investment 
products, including insurance based ones, as the unsophisticated consumers piled 
into all kinds of conventional investment products and pushed their prices up. At 
the same time, the publicity on high commissions seems to have been noticed by 
potential competitors. A substantial number of newcomers entered the insurance 
industry, notably those using highest technology delivery systems to avoid 
brokerage charges. It is clear that an ethical episode has taken place, but it was not 
easy to recognise it at the start. 

A series of other ethical episodes have been studied, and it has proved possible 
to apply a Gompertz to them on the basis of intuitive reasoning founded upon the 
documentation of the events as they took place. Validating these has, however, 
proved difficult, as will be discussed later. The procedure was to apply a very gently 
sloping Gompertz, similar to Chart 2, to the situation as at the date of start. This 
curve is represented by b = 0.99 (where low values are likely to be deemed 
unethical), or 1.01 ( where high values are likely to be deemed unethical), and the 
other parameters were chosen to simulate the view that one third of the population 
consider it to be ethically unsatisfactory at the starting date. This assumption was 
totally arbitrary. The actual starting date is chosen to be the first occasion on which 
the computerised news service to which we have access starts to list articles on the 
ethical episode topic separately. The ending date of the investigation was taken at 
the date on which the additions to that service fell below one entry per week. It was 
obviously not possible to carry out opinion surveys in this preliminary trial. In 
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addition, it has not been possible to establish what action the companies in the case 
episodes took in response to the public perception change. 

The attempt to fit Gompertz curves judgementally to three ethical episodes were 
reasonably successful at first. These episodes dealt with the life assurance 
commission episode, the marketing of developing market unit trusts, and the 
commutation of pension payments to those who left a company before the normal 
retirement date. The parameters of the Gompertz curves in the three cases, as 
handled judgmentally, were as follows, using the terminology of the equations 
listed above. 

Project Project Project 
One Two Three 

Parameter a 0.9 0.9 0.9 
b (initial) 1.1 1.05 1.06 
c to scale to scale to scale 
k 0.004 0.005 0.004 

Severe difficulties were experienced when attempts were made to carry the three 
experiments forward to the next stage. The quantification of these initial Gompertz 
designs were intuitively pleasing, but could not be validated. There simply were not 
enough numbers in any of the reports to make it likely that two people would 
obtain the same answers for an episode that was already ended. It is a conclusion of 
this present study that the only way forward will be to build a series of 
investigatory surveys of ethical episodes as they take place. By this means, we will 
gradually become able to develop a valid library of cases and the Gompertz models 
that fit them, and to study the extent to which these models are stable across 
episodes, and stable over time. By similar means, we will be able to gradually work 
out what causes the shape of the curve to change. It may be simply the passage of 
time, it may be the amount of publicity, it may be something quite different. 

9 THE DSS PROPOSED, AND ITS PROPOSED EMPLOYMENT 

As will have become very clear by this time, the project is at an embryonic stage. 
The objective of the research is to depict an evolving ethical episode. A standardised 
Gompertz curve is being applied to the level of public coverage of the subject of 
the episode. From this, the level of ethicality of various prices of financial 
transactions is estimated, and the ways in which the ethicality of each price in the 
feasible range will change over time is also computed. It is clear that no company 
can obtain benefit from the research in its present state. It will be necessary to 
carry out a very large number of tests on a series of ethical episodes in order to 
calibrate the model properly. Studies have been performed by Reidenbach, Robin, 
and others concerning how to measure the level of ethicality at which a firm is 
operating. This is valuable, but it does not take account of the evolution of 
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ethicality through time, which is an essential feature of ethics if the silver rule is to 
be employed as the standard. 

It is clearly worthwhile to consider how to help companies to establish whether 
they are in good standing with respect to an ethical episode, or whether they are in 
difficulties. If the firm is in the range which seems likely to be subject to ethical 
criticism, the model in its more evolved form should permit the company to work 
out how long they have to fix the problem before the level of public criticism 
becomes too great to sustain. 
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