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TITLE : Sudy of Employees’ Actsagainst Company’s I nterest :

Case Study on Mainland Chinese Subsidiary of Firm A

Acts against the business interests of employees exist in many organizations, and
the damage caused differs significantly. While the trivial ones may be solved with
money, the moderate ones may weaken the organization’ s competitiveness, and the
serious ones such as Barings bank case, even lead to the bankruptcy of the bank, and the
worst one may affect the safety of anation.

The reasons for employees’ acts against the business interests vary, and the acts
themselves al so different because of the different organizations. To put an end to those
acts sometimes have to pay a high cost. Basing on the three conditions for making an
act happen: "Opportunities conditions', "Motivation conditions’, "Low-risk conditions",
only reducing their motivation , reducing giving the opportunity, and increasing their
risk, then we can expect to reduce the occurrence of those acts.

Since 1978, Deng Xiaoping led to change China from communism to capitalism,
the economy has been booming. In 2010, it overtook Japan to become the world's
second largest economy body. The world's factory status remained unchanged even after
the financial crisis, continuing to attract companies to invest. As competition becomes
stronger each day, companies need to quickly respond to market demand, flat
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organization is widely adopted. The Chinese staff have been authorized great power to
handle the business operations, that means they grasp the "Opportunities conditions’.
The thinking of money is everything strongly motivates them to do illegal things.
Moreover, the implementation of law in Chinais not strict , even if employees were
found to act against the interests of company, the probability of being brought to jail is
also small, therefore, almost no risk at all, leading to acts against business interests
growing rapidly. How to prevent Chinese employees without strong ethics to harm the
business interests is anon-trivial issue.

Peterson (2004) study mentioned: over several decades, many studies have
confirmed that in many organizations existing unethical behavior (McDonald and
Nijhof, 1999). And "Why is unethical behavior often occurring in many organizations,
but not in others?' . Over years, this problem has become a highly controversial issue
among researchers (Sims and Brinkmann, 2002), which most of the theoretical and
empirical researchs headed a conclusion that unethical behavior isrelated with
organizational environment variables, personal characteristics or both of the interaction
with them (Ford and Richardson, 1994; Loe et al., 2000; Trevifio, 1986), no single way
to diminish the unethical behavior.

First, Setting up codes of ethics: Set up detail clauses related with all the
stakeholders, particularly, in compliance with legal norms and the normative acts of
conflict of interest. Clear and strict rules with penalty clauses are necessary. For whom
breaching regulations should be severely punished, that will increase their risk of a
deterrent.

Second, Ethics education: Ethical code of practiceis established, if no appropriate
and effective education and training, it isinevitable there will be no real effect.

Beauchamp and Bowie (1993) : Cases study is considered as the most effective way for
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the teaching of business ethics, because these cases can be used to extend a wider range
of ethical principles and moral rules.

Third, Job Rotation and Incentive System: If the Chinese employees with weak
ethical and moral concepts keep the same position in the same areafor a long time, it
isliable to harm the company for private interest. With incentives as well asregular job
rotation system will change their motivation and reduce their opportunities to harm the
company.

Fourth, Decentralization and Auditing System Design: Weaken the power of
regional director, product manager, letting more people jointly make important
decision will avoid afew personsjointly to act against the interests of the company.
But the expense is the slow decision-making, on the increasingly competitive business
environment, it is not necessarily the best strategy. Considering the competitive
conditions and making some adjustments is necessary. In addition, Implementation of
strict audit system and information systems such as ERP, CRM, etc. and enhancing the
professional training of auditors, will reduce their opportunities and increase the risk.

Fifth, Personnel hiring: In some studies, they found that in some business ethical
situations, women have higher ethical standards then men do. Also, thereisno
difference in intelligence between men and women, employing more women, in
addition to the decreasing of acts against the interests of the company, it will also do
good to the corporate image.

Sixth, Staff Family Day: Relationships play amajor role for Chinese people, the
Family Day activitieswill bring all the colleagues and their families to become as a
family. That will fulfill the social needs, esteem needs and self-actualization needs of
Maslow's hierarchy of needs, and the motivation of adversarial behavior against the

interests of the company may be reduced.
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Seventh, Set up “Hot line”: It is an effective method to know Acts against
Company’s Interest.

Keywords : Acts against company interest, Opportunities conditions, Motivation

conditions, Low-risk conditions, Codes of ethics
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