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Ethics at Work Column

This summer marked the fourth 
anniversary of SOX, the legislative 
response to corporate corruption and 
fraud that sent American businesses into 
a tailspin during the 1990s. Corporate 
corruption and fraudulent accounting 
practices resulted in a fl urry of high-
profi le indictments and, worse, the 
loss of jobs and retirement benefi ts for 
many workers. The causes for corporate 
misconduct are as varied as there are 
workers, but whether there is in fact 
an increase in misconduct is another 
issue altogether. Many argue that rather 
than an increase in misconduct, we are 
the benefi ciaries of increased vigilance 
by journalists and employees who are 
not afraid to become whistle-blowers. 
Whichever scenario is true, the result 
has been a burgeoning of compliance 
programs in organizations as diverse as 
educational institutions, banks, and for-
profi t healthcare organizations. 

During these past four years there 
have been numerous complaints from 
organizations that claim too much 
governmental interference is hindering 
the effi ciency of their organizations. 
But what are the facts, and what are the 
myths? As the healthcare community 
struggles with an increase in bureaucracy, 
they have had little data to confi rm 
or deny the reality of these assertions. 
A Fortune Magazine article recently 
cited Mallory Factor, chairman of the 
Free Enterprise Fund, as claiming that 
Sarbanes-Oxley coincided with the loss 
of $1.4 trillion of shareholder wealth. But 
Factor failed to justify those numbers with 
any details; he merely asserted a huge 
cost to American businesses. Factor most 
likely fi nds agreement among those who 

have been required to implement new 
procedures after the passage of Sarbanes-
Oxley. How much those programs are 
costing American business has not yet 
been calculated, but what is known is 
that confi dence is being restored in public 
companies. According to Andy Serwer of 
Fortune Magazine, the Wilshire 5000 index 
– a proxy for all public companies in the 
U.S. – has increased by 54% since the 
passage of Sarbanes-Oxley. The price of 
doing business better has a defi nite effect 
on the bottom-line. 

Sarbanes-Oxley has as its foundation 
an ethical concern for corporate 
governance. The corruption of the last few 
decades is not, however, the motivation 
for more vigilant oversight; it is, instead, 
a human inclination to keep a watchful 
eye over those who keep the books. 
Early records of the ancient empires of 
Egypt, Greece and Rome established 
procedures for auditing public offi cials. 
Even George Washington hired an auditor 
to keep track of his books during his 
eight years as general of the Continental 
Army. Those books, according to business 
historian Dale Flesher and his colleagues, 
were out of balance by only one dollar. 
Washington’s self- policing is one 
more indicator of his leadership skills, 
promoting the notion of “transparency” 
long before the term was coined. Effective 
leadership demands integrity. This is not 
a new idea; it is one that shareholders, 
employees, and the general public expect 
of their leaders. What is new is the 
multiple layers of reporting and the vast 
network of corporate personnel that can, 
at times, obscure the appropriate channels 
of communication and, at worst, provide 
cover for misconduct. 

The primary goal of the Sarbanes-
Oxley legislation, according to John 
Bostelman an attorney who specializes in 
SOX, was to restore investor confi dence 
by improving corporate fi nancial 
reporting. The lead-up to that legislation 
included Enron, a corporation that 
overstated its net income by $586 million 
and became the symbol of corporate 
greed and corruption for the 1990s, 
Arthur Anderson, Enron’s auditing fi rm 
that destroyed potentially incriminating 
fi nancial records and was eventually 
criminally indicted for misconduct, 
WorldCom, who overstated their cash fl ow 
by $3.8 billion, and Tyco for a variety of 
fi nancial misdeeds. The rush to remedy 
led to numerous policies and programs, 
all of which were eventually folded 
into the Sarbanes-Oxley legislation. The 
challenge for businesses today is to sift 
through the myriad of rules that are 
mandated through SOX, but the over-
riding benefi t to those rules is a renewed 
sense of confi dence in the integrity of the 
workplace. That quality alone is worthy 
of the extra effort that will be needed to 
implement new procedures. The ethical 
mandate for justice is not bound by 
time or place, it is a universal appeal 
for fairness that everyone – employee, 
shareholder, board member – understands 
and expects of those in positions of 
stewardship. NP
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