THE GLOBAL CENTER FOR BUSINESS ETHICS
EXECUTIVE SUMMARY
The Global Center for Business Ethics (GCBE) is a leader in the field of global business ethics. The Center has two main missions: research on global business ethics and disseminate ethical behavior in the business environment, government, NGOs and other organizations. GCBE operates the Institute of Ethics whose main goals are to devise a reliable ethical rating for companies and appoint Independent Directors for Boards of Directors/Supervision Boards. 

GCBE devises ethical strategic planning for companies/organizations as follows:

Assimilation of ethical codes in all levels of management with the backing of top level management and Boards of Directors (98 % of largest US companies have ethical codes including the most unethical ones as Enron); enhancing impeccable ethical conduct with stakeholders: customers, employees, suppliers, banks and creditors, majority and minority shareholders, community, government and environment; devising ethical positioning of the company, ethical advertising, IR and PR, quarterly ethical and environmental reports.

Major savings by adding ethical considerations to the due diligence process of the company to potential customers, suppliers, subcontractors, partners and investors with integrity screening of the business behavior of companies and their management. A large part of customers’ bad debts, companies’ costs increase, operational losses, M&A extraordinary losses, sunk investment costs, quality deficiency, late deliveries, legal and financial expenses is due to stakeholders’ unethical conduct that could have been avoided by checking their ethical record.

Avoiding embezzlements, huge losses or even bankruptcy, such as in the cases of Barings Bank and Arthur Andersen, by introducing sophisticated Integrity Tests according to a comprehensive method (attached), including case studies, workshops, interviews and business games to new candidates and candidates for promotion. Analyzing Ethical Dilemmas of management and employees. Ethical conduct to employees, issues of whistleblowers, layoff policies, discrimination, harassment, community projects in education, cultural, social issues.

Raising tens to hundreds of millions dollars with Ethical Funds from a large segment of the public, that does not invest currently in the stock exchange as it is disillusioned from the lack of integrity in many companies, and for boosting economy and long range profitability by investing in smaller and more ethical companies. Investing in Ethical Funds has the highest growth rate. ROI is similar to the S&P index. The Ethical Funds apply social, political, moral, ethical and environmental screening. 2.1 trillion dollars in the US, 300 billion euros in Europe, more than 500 ethical funds worldwide.
The Institute of Ethics, a voluntary and independent organization, intercedes on behalf of the stakeholders and minority shareholders and publishes data on ethical and unethical companies, as only full transparency can safeguard the interests of the stakeholders and minority shareholders. The national Institute of Ethics will be financed by a contribution deducted from each transaction made at the national stock exchange. The members of the Institute will possess impeccable reputations and will be elected by the national courts, but they will not be active businessmen and will not hold any shares in companies.
The Institute will also nominate the members of the Supervision Board, in cases where the minority shareholders will not vote or give proxies at the shareholders’ meetings. In no case will the members of the Supervision Board be elected only by the participants in the vote, which can consist often of only 20 percent of the shareholders. The members of the Supervision Board, representing in this example the other 80 percent of the shareholders who have not participated in the vote, will be nominated by the Institute of Ethics.
The GCBE will sponsor academic research on unique topics such as the safeguard of the interests of minority shareholders. Dr Jacques Cory, one of the founders, has written the first academic books and thesis on this subject and has submitted several proposals for further academic research, such as: validating the rules on wrongdoing minority shareholders by unethical companies, quantitative research on the cost of unethical conduct to the stakeholders, society and minority shareholders, the impact of globalization on business ethics, rating methods of ethical and unethical conduct, the ROI of Ethical Funds, and so on.  

The initial seed investment of the GCBE is $500K, distributed evenly between the academic research activities and the founding of the Institute of Ethics.

Academic Research: $250K annually, comprising of the financing of 7 researches costing $25K each, an academic director - $50K and administrative expenses - $25K.

The Institute of Ethics and initializing the Strategic Business Planning activities with corporations: $250K, comprising of the fees of the Director - $50K, administrative expenses - $25K, rating services on companies - $50K, initial costs of the Ethical Fund - $50K, initial costs of devising the Integrity Tests - $50K, per diem and travel expenses - $25K.

Within the first year of operations the GCBE will receive substantial income from its consulting activities to companies, writing and implementing ethical codes, screening companies and employees, giving lectures and workshops, and so on. The goal of the Center is to breakeven on the second year of operations and to be profitable on the third year.

1. Mission
The Global Center for Business Ethics (GCBE) is a leader in the field of global business ethics. The Center has two main missions: research on global business ethics and disseminate ethical behavior in the business environment, government, NGOs and other organizations. GCBE operates the Institute of Ethics whose main goals are to devise a reliable ethical rating for companies and appoint Independent Directors for Boards of Directors/Supervision Boards. 
GCBE devises ethical strategic planning for companies/organizations as follows:
2. Assimilation of Ethical Codes

Assimilation of ethical codes in all levels of management with the backing of top level management and Boards of Directors (98 % of largest US companies have ethical codes including the most unethical ones as Enron); enhancing impeccable ethical conduct with stakeholders: customers, employees, suppliers, banks and creditors, majority and minority shareholders, community, government and environment; devising ethical positioning of the company, ethical advertising, IR and PR, quarterly ethical and environmental reports.

3. Integrity Screening of Stakeholders

Major savings by adding ethical considerations to the due diligence process of the company to potential customers, suppliers, subcontractors, partners and investors with integrity screening of the business behavior of companies and their management. A large part of customers’ bad debts, companies’ costs increase, operational losses, M&A extraordinary losses, sunk investment costs, quality deficiency, late deliveries, legal and financial expenses is due to stakeholders’ unethical conduct that could have been avoided by checking their ethical record.

4. Integrity Tests and Employees’ Ethical Issues

Avoiding embezzlements, huge losses or even bankruptcy, such as in the cases of Barings Bank and Arthur Andersen, by introducing sophisticated Integrity Tests according to a comprehensive method (attached), including case studies, workshops, interviews and business games to new candidates and candidates for promotion. Analyzing Ethical Dilemmas of management and employees. Ethical conduct to employees, issues of whistleblowers, layoff policies, discrimination, harassment, community projects in education, cultural, social issues.

5. Ethical Funds for New Market Segments

Raising tens to hundreds of millions dollars with Ethical Funds (see attached document) from a large segment of the public, that does not invest currently in the stock exchange as it is disillusioned from the lack of integrity in many companies, and for boosting economy and long range profitability by investing in smaller and more ethical companies. Investing in Ethical Funds has the highest growth rate. ROI is similar to the S&P index. The Ethical Funds apply social, political, moral, ethical and environmental screening. 2.1 trillion dollars in the US, 300 billion euros in Europe, more than 500 ethical funds worldwide.
6. Methodology Stages
Introductory Lectures, In-Depth Meetings with Management, Panels & Films/Plays to Larger Audiences, Meetings with Stakeholders, Workshops in five to ten Sessions for Ethical Codes Assimilation, Ethical Dilemmas Analysis with Management, Ethical Strategic Planning and Positioning Devising, Integrity Screening of Stakeholders, Integrity Tests of Managers, Employees’ Ethical Issues, Ethical Funds for New Market Segments and for Boosting Economy and Profitability, Quarterly Ethical and Environmental Reports.

7. The Institute of Ethics - GCBE operates the Institute of Ethics as follows:
The Institute of Ethics, a voluntary and independent organization, intercedes on behalf of the stakeholders and minority shareholders and publishes data on ethical and unethical companies, as only full transparency can safeguard the interests of the stakeholders and minority shareholders. The national Institute of Ethics will be financed by a contribution deducted from each transaction made at the national stock exchange. The members of the Institute will possess impeccable reputations and will be elected by the national courts, but they will not be active businessmen and will not hold any shares in companies.

We witness recently a trend toward voluntary regulation of companies in many aspects of their activities toward stakeholders, employees, customers, the community, environment, and so on. Industries’ associations obtain control over its members, which is often more effective than governmental or legal control. The companies adhere to a ‘soft law’, established after mutual negotiations that result in an agreement on the rules and ways to punish the transgression of the rules. 

If in the future we will reach a status that only companies supervised by the Institute of Ethics will be able to recruit the best employees, have access to the best customers, receive the best prices from the suppliers, sell their shares to minority shareholders; then most of the companies or at least their first league will abide by the rules of the Institute. The other companies will be treated as outcasts, on the outskirts of society, and will not be able to survive in the long run. The ethical reputation of a company will become one of its most important assets and will be a decisive factor in the valuation of the company.

How is it possible to guard the integrity of the members of the Institute? First of all, by choosing members with impeccable integrity, who could have worked prior to that in companies, but will be prohibited to return to work in business. The Institute will be like an Academy or court, with members elected for life, and when they will want to leave they will be entitled to a pension. They will write ethical codes and supervise their implementation, they will elect a large part of the members of the Supervision Boards, they will give an ethical rating to companies, similar to the creditworthiness rating, ranging from AAA to CCC. The ethical funds will be allowed for example to invest only in companies with an ethical rating of A, and as this rating will be granted by the Institute, it will have financial power of the utmost importance. The National Institutes of Ethics will be associated in an International Institute of Ethics that will establish international ethical codes and exchange information on ethical and unethical companies, ethical funds, unethical executives and directors and so on in the various countries. As the world becomes a global village, a company or an individual who has behaved unethically in one country will not be able to start from zero in another country. Their name will appear on an international black list that will chase them forever, as ethical information will be exchanged by all the National Institutes of Ethics.

The members of the Institutes will have to be independent and have a theoretical and practical background in corporate governance. They will have to be fluent in corporate law, business administration, ethics, accounting (with a special knowledge of the dangers of creative accounting…), etc. But they will need to have active and inquisitive minds, which will not be contented with the unethical conduct of controlled companies.
In the event that a contribution to the Institute of Ethics by a fee on every stock exchange transaction will not be feasible, it could be possible to raise the necessary funds from the ethical funds or the shareholders who will benefit from the privileged information of the Institute, which will be distributed only to the contributors. The operational expenses of the Institute are negligible in comparison to the benefits or prevention of losses to the minority shareholders, as the costs of mistrust and wrongdoing to the minority shareholders amount to billions of dollars causing the collapse of the stock exchange and leading to a world recession.

The companies will submit an annual report on the ethical and ecological conduct toward its stakeholders and will be responsible for the social results of their conduct. The investors, especially the minority shareholders, employees, suppliers, customers, community and society, will have access to the ethical information that will enable them to decide on their conduct toward the companies based on the ethical reports, in a similar way that they evaluate the operational performance of companies from their financial reports, which give only very partial information on the companies. 

The Institute of Ethics could decide to compensate the minority shareholders in case of wrongdoing to their rights by forcing the companies that would want to maintain their ethical rating to reimburse the shareholders of their investment with interests and damages. The most problematic element of investment, the risk, will be neutralized in this way and the minority shareholders will be assured that, unless they resort to the court in order to sue the company, they will have the possibility to recoup the actualized value of their investment if an ethical institution will find their ethical plea justified without the necessity to resort to the expensive procedure of the court and payment of legal fees.
The minority shareholders will be able to attenuate their risks by receiving from companies adhering to the ethical norms quarterly ethical reports, monthly financial reports, audited financial reports, etc. The Institute of Ethics will also conduct statistics and reports on unethical costs and losses incurred by minority shareholders that are estimated at billions of dollars. The minority shareholders will have free access, via the Internet, to the reports of the Institute, that will be assisted by whistle-blowers, anonymous or not, who will expose the unethical conduct of the companies, often done in the shade far away from the public eye. The Institute will publish a black list or a pillory of companies that did not behave ethically, as well as of investment bankers, analysts, auditors, and other consultants, whose reports have harmed the minority shareholders. 

The Institute of Ethics safeguards the interests of the other stakeholders, such as suppliers, customers, lenders, and the community, but its principal role will always be to safeguard the interests of the minority shareholders. They will intercede in favor of the minority shareholders in every case of an offer to purchase shares and will ensure that unless the companies have received a written consent of 95 percent of their shareholders, they will not be able to enforce them to sell their shares. If they would want to purchase the shares of the minority shareholders at the undervalued current market price, the companies will have to offer them at least the actualized value of their investment. The Institute will have to give its consent to every offer to purchase the shares of the minority shareholders of the companies that will submit to its control, in the same manner that the mergers necessitate the approval of the anti-trust organizations. 

The Institute will also nominate the members of the Supervision Board, in cases where the minority shareholders will not vote or give proxies at the shareholders’ meetings. In no case will the members of the Supervision Board be elected only by the participants in the vote, which can consist often of only 20 percent of the shareholders. The members of the Supervision Board, representing in this example the other 80 percent of the shareholders who have not participated in the vote, will be nominated by the Institute of Ethics.
8. Academic Research
There are today dozens of Business Ethics Centers throughout the world. One of the leading ones is the Carol and Lawrence Zicklin Center of the Wharton Business School at the University of Pennsylvania. This Center sponsors researches such as:
- Potential opportunities and challenges of an international labor arbitrage

- Global justice, development and transnational corporations

- Confidence and Corruption: the effect of incidental confidence on Ethics

- Rawlsian justice and workplace republicanism

- Professional Roles and client disclosure

- Indigenous perceptions and attitudes toward corruption
- A social theory of environmental contracts

The GCBE will sponsor academic research on unique topics such as the safeguard of the interests of minority shareholders. Dr Jacques Cory has written the first academic books and thesis on this subject and has submitted several proposals for further academic research, such as: validating the rules on wrongdoing minority shareholders by unethical companies, quantitative research on the cost of unethical conduct to the stakeholders, society and minority shareholders, the impact of globalization on business ethics, rating methods of ethical and unethical conduct, the ROI of Ethical Funds, and so on.  
9. Budget of the GCBE
The initial seed investment of the GCBE is $500K, distributed evenly between the academic research activities and the founding of the Institute of Ethics.
Academic Research: $250K annually, comprising of the financing of 7 researches costing $25K each, an academic director - $50K and administrative expenses - $25K.
The Institute of Ethics and initializing the Strategic Business Planning activities with corporations: $250K, comprising of the fees of the Director - $50K, administrative expenses - $25K, rating services on companies - $50K, initial costs of the Ethical Fund - $50K, initial costs of devising the Integrity Tests - $50K, per diem and travel expenses - $25K.
Within the first year of operations the GCBE will receive substantial income from its consulting activities to companies, writing and implementing ethical codes, screening companies and employees, giving lectures and workshops, and so on. The goal of the Center is to breakeven on the second year of operations and to be profitable on the third year.
INTEGRITY TESTS
The innovative model of Integrity Tests was devised in collaboration between Pilat, one of the largest assessment tools and job evaluation companies, and Dr Jacques Cory, a successful businessman who lectures at universities and companies on business ethics and has published in the US pioneer books on business ethics 

We are all aware that the business community is deeply concerned with the increase of the unethical conduct and fraud that has caused the collapse of a large number of companies. The Arthur Andersen case has proved how a few partners who behave unethically could ruin one of the largest firms in the world. This emphasized the urgent need to purge the companies, in particular in the sales, purchasing and finance divisions, audit, law and consulting firms, banks, venture funds, and investment banks from unethical executives and screen such executives in the recruiting and promotion process.

The integrity tests that are currently applied are in most of the cases very unsophisticated and were not devised by people who are competent both in business and in ethics. As a matter of fact, there are very few businessmen in the world, like Cory, who are active in the business ethics community, have written text books and articles on those subjects, have analyzed cases of wrongdoing, and lectured on those subjects all over the world. Cory’s books are believed by many, such as Transparency International and Kluwer, as the precursors of the Enron case as they were published in 2001, a few months before the scandal, and the cases and laws on wrongdoing in the books fully concur with what occurred at Enron.

Pilat, with its main offices in the US, UK, Poland and Israel, is a public company listed on the London and the Tel Aviv stock markets, employing about 200 people, most of them professionals. Their list of clients include many leading worldwide organizations, such as Daimler Chrysler, Ernst & Young, KPMG, First Boston, Coca Cola, Barclays, Avis, Amdocs, BMW, Teva, World Bank, Chase, BT, NASA, Vodafone, Lloyds, Heinz and British Airways.

Sophisticated tests, case group discussions, interviews and investigations of the ethical record of candidates for recruitment and promotion in companies and firms are needed as part of a strategic planning to introduce ethics as a key factor, along other parameters such as leadership, experience, loyalty, performance and excellence. The planning is specialized for specific segments of business or generalized in a generic form. The people who devise and implement such plans have an impeccable ethical record and a successful business experience. 

The Integrity Tests give an adequate solution to the deterioration in business ethics and save losses of billions of dollars by investing a comparative low amount in such tests. Pilat and Cory have the necessary experience and requirements to devise a unique concept of Integrity Tests that answer the old/new need of business integrity, and are willing to share it with the business community.
