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The Scary Slides
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Philanthropic/Nonprofit Ethical Lapses

1,000 from 2008-2012

Baptist Foundation Red Cross

United Way New Era Foundation

Wounded Warrior FIFA

Olympics University of California - Irvine

Stanford University Yale University

CalPERS The Pop-Up Organizations (50)

Heritage Values Foundation Penn State

The 100 made-up nonprofits
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Ethical Lapses in Health Care
Ultimate Care Home 

Health

Tri-City Medical Center Life Care Medical Clinic

Kindred Healthcare CVS Caremark Columbia HCA

Cardinal Health HealthSouth Fiango Home Health Care

Hope Pharmacy Prime Healthcare St. Joseph’s Health

Tenant Tuomey Healthcare Blue Cross/Blue Shield

Willsand Home Health 

Agency

JEM Home Health Care Healthy Choice Home 

Services

Mount Sinai Hospital Health Net Advocate Health Care

Lexington Medical Center University of Pittsburgh 

Medical Center

Esformes Network

United Health Pacific Hospital Saint Michael’s Medical 

Center

California Hospice Care Greater Miami Behavioral

Health Center

Riverside General Hospital

21st Century Oncology Humana Alpha Diagnostics

RSG Rehab Innovation Physical 

Therapy

Manor Medical
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Why so many?
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The inherent goodness of the work

Allows for slippage – those little things, 
here and there

The Changing Lanes Phenomenon of 
Moral Schizophrenia

 “So I crossed a few lines, here and there 
– I got it taken care of, didn’t I?”

−Tim Donaghey – NBA referee

−Administrative costs -- $329,000 on staff 
autos in one year at BFA(1995)
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The Focus on Work –

Not Numbers and Accounting

 "I can't respond to that. I understand children 
and I understand social services, but I'm not 
an accountant, so I can't comment on that."

 C. Truett Baker, head of Arizona Baptist Children’s Services (1998)



What were they doing?

 Inflated billings

 Unnecessary treatments

 Conspiracies with pharmacies on prescriptions

 HIPAA violations

 Firing whistleblowers

 Kickbacks and payments

 Misuse of funds (patient and organizational)

 Shell organizations
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What can we learn?
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a. There was nothing that was a close 

call: Clear Ethical Lapses

Conflicts of interest

Bribery

 Lying to employees

Withholding information from patients

 Lying about time and treatment

Misuse of funds or embezzlement

Alteration of documents

False reports and stonewalling auditors
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b.  Those involved were aware of their ethical        

lapses.
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Angela Spaccia, former assistant 

city manager, Bell, CA

 “Pigs get fat.  Hogs get slaughtered.”
● E-mail read at trial in which Ms. Spaccia 

outlined the city manager’s strategy for illegally 
raising their salaries and pensions – sent to city 
council members (who entered pleas)
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Penn State

“How can you justify not filing a 
report on this?”

● Question raised to campus public safety office 
on the treatment of a Sandusky complaint
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An important thought:

North Carolina Athletic Cheating Scandal

 “I’m not sure which is worse:  the idea that 
the coaches at North Carolina had an inkling 
of the academic fraud and did nothing about 
it or that they had absolutely no knowledge 
for over a quarter of a century.”

● A sports fan



What can we learn?

A closer look at slippage: 

From Gray to Fraud
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1. Understand that we don’t have isolated 

rogues and that there are cultural issues.

 “This is not our culture.”  Mary Barra GM 
CEO (following engine switch 
revelations)

 “We don’t have a culture of bad behavior 
at Baylor University.” Mack Rhodes (AD)

 “This is not our culture.” Wells Fargo 
(former CEO) following revelations on 
account falsification and termination of 
5300 employees
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The employees ate our 

culture?

“The employees did not honor our 
culture [of putting the customer 
first]. I don’t want them here. I 
really don’t.”

Wells Fargo CEO John Stumpf 
(former)
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Penn State

“Why would you think we have a 
culture problem here?”

● Question raised by faculty member after 
Sandusky, along with university officials, was 
indicted
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2. Compliance budgets and ethics 

efforts are not guarantees.
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A Sample Dashboard

Over all

(2014)

Organizations with ethical 

lapses (collected after their 

lapses and during 

investigations)

Code of ethics 97% 100%

Ethics training 81% 95%

Compliance officer 50-60% 100%

Component of evaluation 67% 85%

Investigation process 60-70% 100%

Audit committee reporting 

line

65-75% 100%



Effects of Compliance Activity

Dashboard, checklist focus

Silo approach – functioning areas 
isolated from ethics

 Limited focus
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3.  All ethical issues are not the same.
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Ethical Issues vs. Ethical Culture

INDIVIDUAL

Decisions for personal benefit without 

externalities
Cheating on a diet, borrowing without asking, blaming others, 

embezzling, shoplifting.

ORGANIZATION

Decisions influenced by company pressures
Cheating to qualify for bonuses, taking shortcuts to 

meet deadlines, not reporting violations

INDUSTRY

Decisions influenced by industry and 

competition
Using steroids, manipulating financial results, 

dodging regulations

SOCIETY

Decisions made based on cultural norms
Speeding, cheating on exams, bribing officials, 

manipulating taxes, using fake ID, discrimination



4.  The beginning of the financial reporting 

and accounting gray areas:

The Common Factors.

Economic pressure

−Downturns

−Business model is dated

−Over-expansion

−Competition

−Meeting goals

Examples

−Coding vs. upcoding

−Patient releases

−Requirements, needs, candor
24



5. It all starts small as compensation for 

management issues.
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UC Irvine Medical School

 Paid $1.2 million 
settlement on cases 
related to falsification of 
the presence of an 
anesthesiologist.

 Forms on the patient’s 
condition during and  
after surgery were filled 
out before surgery.



Blue Bell Creameries
 09/18/2012 --“Crickets shall be removed, 

eradicated from milk storage rooms & evaporator 
room.”

 11/20/2013 -- “Find source of mildew in 40-degree 
room.”

 12/18/2013 “Rainbow fruit freeze is now 120 
hours old! Use ASAP.”

 2014 –rust on doorways 

not closing lids on various food 

containers 

no towels available at hand-wash sinks.
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Blue Bell Creameries

 Increasing demand led to extraordinary 
pressures on production. 

At main Brenham plant a machine—
nicknamed Gram — was running 24-7, 
made it difficult to get it clean.

 “It was run, run, run.” 

The plant had to keep churning.

 Listeria in 13 states, 3 deaths, and 800+ ill
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You cannot fix ethics until you 

fix the business model!

Claremont-McKenna and the SAT scores

Baptist Foundation and the real estate model

Focus on the underlying issues and address 
them

Why would they think this is 
acceptable behavior in our 
organization?
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1.  Watch the pressure.
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The Pressures of Incentives and Bonuses

“I come not to deny that they work; I come 

only to warn that they can wreak havoc in 

an organization when they are wrong or 

misaligned.”

M. M. Jennings
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The VA, Queues, and Bonuses:

Questions and Audits

Waiting

Time

Number

Treated

Number 

In Queue

Waiting 

List

Other List

Hospital

Clinic

Tests

Specialist

Equipment



What incentives do, however unwittingly

The dangers of incentives plans 
contradicting training and rules

The Atlanta Public School System

−35 indictments

−2 deaths

−32 convictions or pleas

−1 acquittal
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APS: What Was the Goal?
EDUCATING

Better educated young people

or 

Higher test scores?

TESTING

Measuring knowledge and skills

or 

Giving answers and altering sheets?

TEACHING

Teaching kids 

according to 

how they learn

or 

Teaching to the test?
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Wells Fargo and Pressure

Quarterly bonuses for new accounts and 
new account services

Result:  Fake accounts, employee 
accounts, employee family accounts, 
accounts without customer knowledge, 
and closing of accounts

 5300 employees terminated

Morale of those not terminated

Shareholder revolt on compensation

Five executives terminated or have left



Fixing Compensation Systems

 Incentive and bonus plans with no parameters 
or checks and balances

 Irrational behaviors that are self-destructive

 OSHA classifications, safety goals

 Seeking behaviors but measuring by results 
and numbers

 “Be careful what you incentivize.  You will get 
there, but the numbers may not be real.”
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Aligning Incentives:  The Checklist

You want behaviors but you measure 
numbers  -- alternatives

Are incentives ever lost? Yahoo

What behaviors will mean loss of 
incentives and bonuses? “That will cost 
you your bonus.”

Are there parameters around the goal?

The benefit of the rolling evaluation

37



The Pressures of Time

The shortcuts on training

The shortcuts on paperwork

The shortcuts on approvals

The shortcuts on consent

The shortcuts because of personal lives 
and demands
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The Pressure of Motivational Mantras

 “No exceptions.  No excuses.”

 “Sharpen your pencil!”

 “Get to yes.”

 “Find a way.”

 “Do whatever it takes.”

 “Go the extra mile.”

 “100% results, all the time.”

 “Extra effort, extraordinary results.”

 “Staying at #1.”

 “Margins matter.”

 “Committed to deliver despite all obstacles.”

 “On time, every time.”

 ”The customer is always right.”
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What Pressure Does

The Sandbox
Tight-knit group; clique

 “This is the way we do things here.”

Behavior is recognized and rewarded by 
the group



How to countermand pressures

The “Why Behind the Rule”

 It’s all about the stories

Discuss ethics once in awhile
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2.  Watch the mental gymnastics 

we use to avoid ethical issues.
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Comfort From “Warm” Labels
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The “way harsh” language The “warm” language

“Cooking the books” “Financial engineering”; “Getting results”; 
“Smoothing earnings”; “Managing 

earnings”

“Backdating options” “Periodic look-backs”

“You lied” “I misremembered”
“I failed to live up to my duty of candor.”
“I gave the least untruthful answer I could.”

“You lied” “I misspoke”
“I was just managing the optics.”
“I told you versions of the truth.”

“You lied” “I just managed expectations.”
“I used incremental escalations of half-

truths.”



More Warm Language
The “way harsh” language The “warm” language

You lied. “I used imprecise communication.”
“We have additional information that appears 

to be inconsistent with our previous response.”
“We had irregularities in communication.”

You lied. “We have additional information that appears 

to be inconsistent with our previous response.”

You lied. “We lost focus on the facts.”

You lied. “Facts receded in memory or awareness.”

You lied. “I short-circuited.”
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More Warm Language
The “way harsh” language The “warm” language

“You backdated documents.” “I got the job done.”
“I helped the client.”

“Changed the numbers” “Got a second opinion”
“Pro forma adjustment”; 
“Deseasonalized the data”;
“Followed what everyone in the 

industry is using.”

“Conflict of interest” “It wasn’t so much a conflict of 

interest as it was a confluence of 

conflicting motives.”

“We don’t really know.” “It’s just engineering judgment.”

“Bribes” “Useful expenditures”

“Teachers changed test answers.” “We had test clean-up parties.”
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More Warm Language

The “way harsh” language The “warm” language

“You deleted those e-mails.” “I chose not to keep those e-mails.”

“Covering up” “Managing the optics”

“Made allocation adjustments”
“We were reallocating resources”

Stole from inventory

“Adult entertainment venue”
“Adult boutique”

“Strip club”

“Hit man” “Vigilante”

“We don’t know.” “That’s engineering judgment”

“Copyright infringement” “Peer-to-peer file sharing”

“Manipulated the appraisal” “Got a second opinion”

“You better get your bid price 

down.”
“We are going to give you a second 

look.”

“You had a crash.” “I had an accident.”
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Be careful not to rationalize!                     

“Everybody else does it.”

 “I looked up the word ‘cheat’ in the dictionary 

and decided it didn’t apply, given that it meant 

‘to gain an advantage on a rival or foe.’ I 

didn’t view doping that way. I viewed it as a 

level playing field.”

● Lance Armstrong, January 2013



The “It’s a gray area” Rationalization

 Why is it important that it be gray to you?

 Is it legally gray?

 Is it ethically gray?

 Is it a good-faith disagreement?

 What if it’s not a gray area?

 Does everyone believe it’s a gray area?

 Interpretation vs. loophole vs. nondisclosure of 

relevant information

“There will always be a gray area.”
M.M. Jennings



Legalisms: The Story of the Axe

Half-truths and technical truths:

“Have you seen the axe lately?”

“Could you go and look for the 
axe?”

“Let’s go look for the axe together.”

“Have you used the axe lately?”

“Was the last time you saw the axe 
when we split wood together?”

Withholding the truth is not
managing a situation. 



3. Watch out for the comfort of believing we 

are ethical. 
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We All Think We Are Ethical!

Percentage of 
respondents who 
believe they are more 
ethical than peers in 
their organization.
—Society of Human Resource 

Managers



What I Did in the Past Year

“Used a substandard contractor to make required 

repairs on a house for sale.  Did so for price –

large difference, and the repairs were 

substandard.”

“Once at work my boss asked me to take her 

online driver’s course which she needed to take 

following a ticket.”

“I was asked to create fake job responsibilities for 

myself to justify a raise in my salary.”

Jennings Ethical Issues 2015



What I Did . . .
When I took an internship I had trouble with “arriving” 

on time. One of my coworkers suggested that I take 
“HOV” lane, since there is usually no traffic especially 
for an exit, which normally took 10 minutes. I drove 
alone in the “HOV” and I knew I should not according 
to the rule.

“I told my wife this seminar started earlier than it really 
did.”

“I went to an entertainment venue without my wife 
knowing.” 

“I didn’t tell my wife about a bonus payment I received.”



What I Did in the Past Year

“I claimed I had to work to get out of going to 
a party at my sister-in-law’s.”

“Was charged the wrong amount at a 
restaurant (less than I was supposed to be 
charged) and I let it slide.” 

“While opening a car door I bumped the car 
next to me and did not let the driver know.”

“Had to complete an essay for my child for 
homework.”
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Said I Was Sick to Get Out of Work

Yes
52%

No
48%
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Told Someone That They Looked 

Okay When They Did Not

Yes
83%

No
17%
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Costs of Slippage

It’s the missing hand 
rail in the shower that 
will result in the 
greatest number of 
injuries and your 
highest costs.



4.  Use simple tests on ethical issues.
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The Credo vs. the Chalk Line

What lines are 
smudging ever 
so gradually?



If you were on the other side . . .
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5. Remember– it’s all coming out anyway. 
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Truth and Its Percolating Quality
The laws of probability do not apply when it comes to 

the surfacing of unethical or illegal conduct 

Three people can keep a secret if two are dead.

- Hell’s Angels’ motto (courtesy B. Franklin)

Lying is good.  It’s the only way we ever get at the truth.   

- Dostoevsky

Circumstances beyond your control will cause bad acts 

to be discovered.

- Anonymous

 Don’t underestimate probability of truth coming out.

 Don’t overestimate your ability to manage the truth.


