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ABSTRACT
" The issue of ethics in govermment contracting is
i currently of great concern to the American public. The
narms far ethical behavior for Navy contracting personnel
E% are established in statute and regulation amd prescribed by
5: DoD Instruction S5500.7, ;E£andards of Conduct."” The

research and data analysis in this paper examines the
characteristics of programs which can effectively implement
these ethics requirements. A model ethics program framework
1s then developed to assist managers of Navy Field
Contracting System activities in the effective development

and implementation of Standards of Conduct programs.
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I. INTRODUCTION
b
. .',:i
[ President Reagan commissioned a Blue Ribbon Commission ?
]
J
_ . "
4 on Defense Management (Packard Commission) to study all of o
the 1ssues related to organization and management i1n the o,
Department of Defense (DoD). The Commission’s June 1986 ;
J
report entitled "A Quest For Excellence"” contained several &
)
recommendations concerning Government-Industry "
{
! accountability, including the following: ?-
i . l’
The Department of Defense should vigorously administec tﬁ
current ethics regulations for military and civilian
personnel to ensure that its employees comply with the 1;
same high standards required of contractor personnel. }é
: This effort should include development of specific . 4
0 ethics guidance and specialized training programs o,
‘ concerning matters of particular concern to Dol !
acquisition personnel, 1ncluding post-government . i
relationships with defense contractors. [Ref. 1:p. -~
»¥1x] ':
-
The Commission determined that DoD’s administration of LA
N2
ethics regulations was inadequate; that significant )
h
improvements would be required to effectively implement E’
A N
gcvernment ethics standards for all its persornnel and ~
~
. , N
particularly those involved in acquisition.
. . . \'*
. Current public opinion shows a great deal of concern :,
; Yy
acout waste and fraud in defense spending. A nationwide ~
s
survey of public attitudes toward defemse management was
"o
conducted for the Packard Commission. Perceptions of W
i
Amer 1cans, reflected 1n their answers to survey qQquestions, -
-
b
show: )
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1. When asked to rate the relative seriousness of severai
critical issues, waste and fraud in federal spending for
national defense was considered second only to the
federal budget deficit and more serious than the nuclear
arms race, waste and fraud in federal domestic spending,
unemployment, the fairness of the federal income tax
system, inflation, and the effectiveness of the U.S.
military as a fighting force. [Ref. l:Appendix L p. 2081
2. Only seven percent of Americans felt that there was a
smaller proportion of waste irn the defernse budget than 10-
29 years aga. [Ref. l:Appendix L p. 2111
3. Seventy~-two percent of those surveyed said they would
agree with a proposal to i1mprove training and education of
military buying officials to help reduce waste and fraud
in defense spending. (Ref. !:Appendix L p. 2271
Now more than ever, the mainterance of ethical standards in
military procurement organizations is critical. The stakes
are higher. Enforcement of existing regulations and
refinement of the legislation pertaining to ethics continues
to increase as the issue of ethics in defense contracting
has entered the public domain to stay.

All Dol employees are bound by the same ethical code
delineated in Department of Deferse Directive 5500.7
"Standards of Conduct.” Procurement personnel are entrusted
with greater responsibility thanm other categories of
government employees in the control they have over the
expenditure of public funds. Their positiors are more
vuinerable to potential violations of the stamdards and
their post-government empic.menrt 1s more likely to be
restricted by law. For these reasons, a working and

enforceable understarding c* the Standards of Conduct 1s

imperative. This can te acrieved through implementation of
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an effective model ethics program at each DoD buying

activity.

A. OBJECTIVES

There 15 @ myriad of laws and regulaticons prescribing
rorms of ethical behavior for DoD emplovyees. Many of these
are of particular concern to those involved in defense
contracting. In response to a clear need for more effective
ethics administration for Navy contracting personnel, the
objective of this thesis is to develop a framework for a
model ethics procram to be implemented at a Navy field
contracting activity., This will be accomplished through the
study and analysis of:

t1) the history and background of current ethics
regulation,

{(c) ethics programs in government and industry, and

(3) the unique characteristics of Navy field contracting
activities relative to ethics administration.

B. RESEARCH QUESTIONS
The primary qQuestion to be answered by this thesis

research 1s: What should be the principal characteristics

of a contracting Standards of Conduct program and how might

(A

»

such a program be successfull, 1mplemented at a Navy Field

Contracting System activity”’

LR

Subsidiary research guest:ons used to answer the above

question are:
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What are the critical aspects of a Standards aof Conduct
programs particularly as they relate to policy,
controls, training, and audit?

- What are the peculiar features of Field Contracting
organizations that should be addressed in a Standards of
Conduct program?

- What are the essential ethical issues which must be

recognized in the development of a Standards of Conduct

program?

- How are ethical standards programs being implemented for
defense industry contracting personnel?

How might a Standards of Conduct program be effectively
implemented at a field contracting activity?

C. SCQorPE

This thesis reviews the historical and statutory
background of ethics requirements for Government emplovees.
It does not question the appropriateness of the laws and
regulations defining required ethical standards, but instead
1ts focus is on effective implementation of the prescribed
DoD Standards of Conduct. As key paints to be addressed,
the researcher chose those characteristics of ethics
programs which affect policy, controls, training, and aud:it.
Current defense i1ndustry and Navy ethics programs are
analyzed for comparative evaluation. The purpose of the
thesis is to develop a model framework for effective ethics
management of contracting personnel at Navy field

contracting activities,

LA R SR L R
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{ D. METHODOLOGY
[
$ The research conducted for this paper included an
b
- extensive literature search, and correspondence with several )
. 1
!
ﬁ; defense contractors, all Naval Supply Centers, Naval Supply :
i
:d Depots, and MNavy Regional Contracting Centers. ’ )
)
Additicnally, telephone interviews were conducted to 2
!
"
‘» supplement information provided.
-D
': =
’
E. ORGANIZATION OF THE THESIS
.
,\ This thesis begins (Part Il) by examining the history of o
" government ethics regulation and the legislation in the X
i
) 4
¢ United States. The next part of the thesis (Part III)
B explains the ethics standards required of government b
J Ly
. employees as contained in DoD Directive 5500.7 "Standards of "3
. K
~- Conmduct."” This 1nformation provides the background of the ‘
N ethics code for government employees from which an effective -3
g ~
r ethics program could be developed. :
'3 Part IV addresses the develupment of an ethics program, i
X [+t then examines current Navy field contracting activity and ﬁ
L] o,
3 defense 1ndustry initiatives in the area of ethics A
x> -
.
. management as well as the unigue characteristics of these
y arganizations which define ¢mei1r particular program -t
. .\
. requliremenrts. ]
g Part V draws some corci.si1ons based on the theory and '
h Y
. Zampari1sor cf alternati.es gresented in Part [V and then \
. -
. “
: creserts “he mogel ethics program framework developed N
LNy

through the research.

SRS N SRS Tt e N N LTt Lt e e e e e e T e T e e et Lt L e e T e Tl
+JANIY) T R I I AL AL P PN AP ST P JE S . i

Lo fv \' ."/.‘l



- e R S
r -
K

57>

[[. HISTORY

:“ ]
. The word ethics is defined by Webster as "the svstem cf
(]
[}
K, morals of a particular person, religion, group, profession. X
o etc" (Ref. 2:p. «811. The word has 1ts origins 1n the Gree- .
. p
" "ethos" which, in the time of the philosopher Aristotle, <
>
o meart “inner dwelling place"” [(Ref. 3:p. 121. Perhaps e N
. first recorded moral code was the Ten Commandments in
. \
4% (]
N~ biblical times. 3
v J
v . .
'$ Over the ages, the philosophy of ethics has evolved: ]
N
" [t seems reasonable to assume that the meaning of 2thics K
o developed as man reflected on the intentions and v
: consequences of his acts. From such reflections, s
- theori1es of caonscience evolved and they, in turn, gave !
o direction to our ethical thinking today. (Ref. 3:p. 123 )
For the purposes of this research, ethics 1s considered .
» [
: to be a code forming the foundation for moral decision f
: | o | | ;
9 makling. This work specifically examines ethics for Un:ited
. States Government employees. :
- Y
- 4. U.S. LEGISLATIVE FRAMEWORK: PRE-19S0
-.' ‘
A2 In the shaort history of the United States, the
- urderlying moral code for government employees has undergone -
* Pi
Ca ~
: a virtual metamorphosis. The moral standards expected of :
) N
’ gcvernment employees have evolved to a point where these
= .
- guardiars of the public trust are erpected to adhere to a
h '
o iev el of ethics bevond that expected of any other group. g
+ g K
. ~owever, this has not alwavs peen the case.
N 11
»
~
'
A
N
"

)

-
> ' Wy

b ¢ o -
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There is documentation of ethical conflict in government

v L EL

dating from colonial times. In thi1s perica, governmert

officials routinely acted as attorneys for private citicers

ard sold influence to those with claims against the
governmert, SN e<ample of this cam be seern 1n a letter
written to the President of the Second Bank of the United
States by Senator Daniel Webster. In it he noted "that nis
retaliner by the bank had not been '"'refreshed as usual and
that 1f the bank erpected his continued services the payment
should be sent.” [Ref. 4:pp. &-7]

The Administration of Andrew Jackson (1829-1837) was

I e Jag s

marked by the "spoils system":

Oy X X 3

the system or practice regarding and treating appoirtive
public office as the booty of the successful party 1n an
election, to be distributed, with their opportunities
for profit, among party workers. [Ref. 2:p. 13763

Y PP REE XN F

AW

Withir this system, public service was treated as a vehicie

SRN

for private gain. Public officials continued to sell

X
_.l.

political favors and represent private citizens 1n court

Ty

claims against the federal government. There was no

e

agreemert on standards for moral decision making even among

e
a

LS
3

tncse government officials with high personal ethics.
Until passage of the Civil Service Act i1n 1883, the

"spoills system” remained in place. With this legislation,

s

t was replaced by a merit system for employee recruiltment

MR

and retention., [(Ref. S:p. 221

Legislation attempting to codify ethical behavior

“.5. govermmert was "ot passed until the mi1d-1800°s.

12

LS ‘,.'."J-. o ?"> - -
PN - Y

]
’ e s

’ -u'-."\;,\"»" AN N

N N N N S R R P R

L

s
’
v
.,
]
.
.

m N AT AT AL AT A A G




'. -I-
R

7’
e

R
"l."-
e

X
o

century which then followed provided the legal foundation

for the nation’s current Standards of Conduct.

" \'\{i

The first U.S. statutory ethics requirement was

contained in the 1853 Uncompensated Assistance to Claimants

X
Sy

H
<
Act. [t prohibited govermment employees from assisting :n Jﬂ
the prosecution of clalims against the government except as N
-_"-‘
required 1n the discharge of their duties. The prohibition D
applied whether or not the employee received compensation. ::
Members of Corngress were exempt, however, until the act was %3
g
extended to cover them 1n 1862. [(Ref. S:p. 201 aﬁ
»
It was common practice for military officers and o
: . o
zongressmen to receive fees for selling war supplies to the L
:'I
government during the Civil War., Instances of abuse of the -{
s
‘"
~
government contracting system such as the Hall Carbine Y
N‘ hd
Affailir, 1n which the government procured carbines which 1t g&
7
nad previousiy rejected as defective, resulted in additicral :}
S
conflict of interest legislation. [Ref. 4:p. 8] In 1B&2. it

I .
S

"An ACt to Prevent Members of Conrgress and Officers of the

e
¥2te
L'

Sovernment of the United States from taking Consideration

e
for Procuring Contracts, Office, or Place from the United EE
States" nat only prohibited Feaeral officials from accepting g:
payment for government contracts, but penalized anyone gz
making such a payment. [Ref. S:pp. 20-211 §$

v .

A3 early as 1872, with tre Civil Post Employment

¥«
L}
L ]

-;-
Ll

Statute., employment after leaving government service was

LAY
L2 |

regulated. For a period of twoc years after leaving

Ry

Y
v
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4

'

-

'

-

3 government office, a person was prohibited from "acting as :
counsel, attorney, or agent 1n the prosecutiaon of claims 1f '
i

that claim was pending 1n any department during their

employment. [Ref. S:p. 211

In 19i7¢ an act entitled "Qutside Compensation’ was i e
passed. It prohibited compensation of a government employee ol
l‘" '
b in connection with his government employment by a non- i
; . . =
government source. This law alsoc prohibited both the .
]
receiving and the making of such payments. [Ref. S:p. 22) W
k i
' B. ESTABLISHING A STANDARD: 1950 AND BEVYOND N

In 1951, a study stressing the importance of a code of

; ethics to guide all federal employees and recommending

“x "y 2 -

‘
)
formatiaon of a permanent federal commission aoan ethics was ;‘
£

published by a Senate subcommittee chaired by Senator Paul
o
‘o’
) Dodd [Ref. S:p. 101]. Representative Charles E. Bennett, ',
‘7
‘e
former chairman of the House of Representatives Ethics t
I-'“ ]

Committee, wrote such a code [Ref. &:p. 18]1. Following one

'
-

hundred vyears of ethics-related legislation, i1t was adopteg

S5

as the first "Code of Ethics for Government Service' by

¥ )
\ \
Congress. It was passed as Concurrent Resolution 173 1n [

1958 (Ref. S:p. 23]1. Still 1n force today, it is required 9

~

that it be displayed in all Federal buildings [(Ref. 3:p. 1l&] -~

A A

(See Appendix A).

President kKennedy made ethics 1n government a priority

of his administration (1961-1963). He stated:

14
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There is no responsibility of government more
fundamental than the responsibility of maintaining the
highest standards of ethical behavior among those that
conduct the nation’'s business. [Ref. &:p. 15]

kennedy appointed a three—-man advisory panel on Ethics and
Conflizct of Interest 1n Government. Their report resulted
11 the Presigent’s request that Congress revise conflict of
interest laws. [(Ref. «:p. 1013 In 1962, Public Law 87-84°7%
was passed. This was a comprehensive bill addressing
bribery, graft, and conflicts of interest. It revised,
reorganized, and added to the existing law, provided for
effective enforcement, and required a specific ethical code
be made part of government instructions. [Ref. S:p. 261
PFresident Johnson continued the emphasis of his

predecessor 1n this area. He issued Executive QOrder 11222
in 1965. It provided an additional code of ethical behavior
for executive branch personnel through its six prohibitions
against:

-~ Using public office for private gain;
S1ving preferential treatment to any perscn or entity}
- Impeding government efficiency or economy;

- Losing complete independence or impartialitys

Making a governmment decisicn outside official
channels; or

Acting 1n any way which adversely affects the
confidence of the public 1n the i1ntegrity of the
govermment. (Ref. 7:p. 251

15
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0
! The order also required senior goverrment officials to
B
[
" provide statements of their financial interests for the
h
first time in our government’'s history. [(Ref. S:p. 27]
.
¥
N, During President Carter’'s administration (1977-1981),
Y
f ethics guidelines became significantly more restrictive. He
N croposed the establishment of more stringent regulation of
W L .
N three specific tvpes of action:
4
Y 1. public disclosure of financial assets,
c. divestiture of assets that could involve potential
" conflict of interest, and
!
K\ 3. restrictions on employment after the employee left
! gJovernment service. [(Ref. S:p. 331
Both houses of the Congress added to the President’s
- proposal and the resulting legislation is known as the
» Ethics 1n Government Act (Fublic Law 95-521).
Key provisions of this act addressed financial
-
A disclosure. It required, from senior military and civilian
y
.
3 employees. annual finamcial disclosure statements 1ncluding:
' 1. Sources of incomes, gi1fts, and reimbursements.
»
: 2. Identity and approximate value of property held and
! iliabi1lities ocwed.
3. Transactions 1n property. commodities, and
- securities.
'’
: Q. Certain financial 1nterests of a spouse or
’ dependent. [(Ref. 8:p. 18+]
4
: 1t orovided for a civil pernalty for falsification of, or
ﬁ faiiure to file, the statement aor failure to report reguired
L}
: 1nformation and ensured the awaillability of these statements
»
) to the public. Jther prcvisions of the law established the
; 16
&
»
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Office of Government Ethics in the Office of Personnel
Management, and extended to two years the period in which
former senior government officials could not appear before
the agency 1n which they previously worked concerning
matters for which they formerly had responsibility.

Presi1dent Reagan has continued in the tradition of his
recent predecessaors. The focus of his administration (1981-
present) has been on management, audit, and internral
controls of the conduct of government business. Steps
towards further ethics reform include:

- 1981: OMB Circular A-123, "Internal Control Systems,"”
establishing policies for i1nternal control in
executive departments (Ref. &:p. 171.

- 1981: Creation of the President’s Council on Integrity
and Efficiency to monitor enforcement of management
ethics and combat fraud, waste, and abuse [Ref. 9: p.
251

- 1982: Executive Order 123%S2, "Uniform Federal
Procurement System,"” which emphasizes training and
procurement reform [(Ref. &6:p. 1713].

- 19835: Establishment of the President’s Blue Ribbon

Commission on Defense Management.

SUMMARY

)

A study of ethics concertrates on a moral code used for
decision making. For the gresater part of U.S. history there
nas been no such code for go.ermnment employees, though a
standard has evolved over <:me. Prior to the 1850°'s, the
mnoral stardard for goverrmert -ffici1als was based on local
custom with no government regoiation, For the next one

hundred vears, a seri1es of laws Zoncerning appropriate

17
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ethical behaviaor of government employees were passed. These
laws provided a framework for the first "Code of Ethics for ’
Government Service" published in 1958. Since then, further g

refinement of the legislation has made the ethical standardg

—

required of U.5. Governmnment emplovyees one of the most

restrictive 1n the world. Goverrment employees are now -

- -

y expected to exhibit the highest level of ethical behavior.

g a8

This chapter is not meant toc be an exhaustive accounting

R L P S N .

for all ethics legislation 1rn the history of the United

' States. Instead, this information i1s provided as background

Wl

iy to the reader for understanding the Standards of Conduct

k required of U.S. Government employees today.
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II1I. DERPARTMENT OF DEFENSE STANDARDS OF CONDUCT ™
L
ﬂ i
Ig:f
The purpose of this research 15 to determine an Ny
o,
effecti.e franeworv for the development of a stanmndards of R?‘
»
conduct pragram faor Navy Field Cantracting System perscnnel. -
In order to effectivelv accomplish this, the code which :in
Cal
these employees are requlired to follow must be understood. }f
PLAS.
Since 1963, ethics for both military and civilian o
,.
rersonne. 1n the Department of Defense have been prescribed }*
.";(
by Department of Defense Directive 5500.7, "Standards of N
N
Conduct.” The Directive was revised, updated, and reissued 'gw
in 1966, 1967, 1973, 1977, and most recently in 1987. The ;4-
“
LN
N
1986 Packard Commission Report prompted the latest revision ﬂ{
‘N
1N reporting that: !&
DoJ's oublished conduct regulations do not provide $§
timely or effective guidarce to personnel engaged i1n the RRAN
aCQul1Si1tionN process. DoD Directive 5500.7, Standards of vt
Conduct, has not beenr updated since 1977 or revised to S

'

~eflect such subsequent legal developments as passage of

v,
the Ethics i1n Govermment Act of 1978. [(Ref. l:p. 995) -
o::\
. . . .,
The current version incorporates direction on reporting LN
Oy
) ) \."\ )
procedures concerning deferse related employment, which had , 4
e,
cresi1ously been covered by another directive, and provisions S
:-.-:
of tre Ethics 1n Goverrmment Act, Executive QOrder 1222, and ﬁf
.‘_.r‘
atrer applicable conflict of 1nterest legislationr. 2t
T~e purpose of the Directive 15 two-fold. It: 5:
e
U prescribes standarcs of conduct required of all Dob Ei
pe~sonnel, ~egardless of assignment, and W,
R
®
O
1 3 .‘.o
A
e
v ]
“~
Wi,
]
%
I‘:'-‘
L. P P . - S - . - L4 ."-’-.
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(2) establishes criteria and procedures for reports :
required of certain former and retired military s
. aofficers and former DoD civilian ofticers and
employees who are presently employed by defense
. contractors, and former officers and employees of X
defense contractors presently empluyed by the d
Department of Defernse. [(Ref. 10:p. 11

In adgition to describing required standards and procedures, .
the Directive stresses that penalties for their violation

"include the full range of statutory and regulatory y

Chi i)

sanctions."” (Ref. 10:p. 1] v

A discussion of the ethics requirements contained i1n DoD

2l

| Directive 3500.7 follows. Two specific sections of the

et e W

Directive concerning policy and procedures are highlignted. }:

P

|

The policy section addresses specific standards of ethical I
\
' berhavior required of DoD personrel, while the procedures o~
[ «
/ . . \S
secti1aon establishes certain contrals and audit procedures :-

.

X )

required to ensure policy enforcement. -

-

-

fl
a, POLICY d

)

I. Gerneral N

:‘;

The general policies set forth in the Departmert of R
1 Cefense "3Standards of Conduct” are i1ntended to provide a -
3 )
b troad base for employees’ moral dgecisicn making. For this ;
reason, the scope of this secti1sn 1s necessarilly broad. The j

. following excerpt 1llustrates this point: ;
.'!

Government service or ergc.z,ment 1s a public trust
~egquiring DoD personne. <z g¢i3ce loyalty to country,

A thical principles, amg *~e aw above private gain and
zther 1rrterests. Dol ger-czx-rel shall not make or

X ~ecaommend any expenditure 2f funds or take or recomnmend

. ary action known or tel.e.=2c to be 1n violation of U.S.

ot
.
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laws, Executive orders, or applicable Directives,
Instructions, ar Regulaticns. [(Ref. 10:p. 21

PN XA 4

XS

o/

In order to ensure their compliliance. the requirements

\
placed on DoD personnel inciude toth (1) familiarizing :‘
(
themsel.es with ail aspects of their assigned :
H
responsiblilities ard (2 acquiliring a warking wnowledge of
o
standards cf¥ conduct prohibiticns 1n the U.3. statutes. q,
b, 4
Employ/ees are girected to consult their service’'s h“
$
legal counsel or desigrated eth:ics official for guicance .'
: . ()
~hen the appropriateness or legality of anm action or
~ 2
. ]
decision 1s uncliear, The DoD policy on equal opportunity \f
‘regard.ess of race., colecr, religion, sex, age, natiaonal ;
.vﬁ
2ri1g1n, or handicap: and the prohibitions contalined 1n .
Kt
Execut:ve Order 11222 (see page fifteen of this text) are C
e
provi1ded as basic guidance for decision making. The 3
requliremert to aveid the appearance aof 1mpropriety as well ?«
by,
As any actua: vioclation of the Standards is emphas:ized. N
rd

2. Cocnflicts of Interest

A "zanflict of 1nterest’ 1s defined as "a conflict

netween 3ne s obligation to the public goodg and ane’'s self

NP AN

1interest” [Ref. 2:p. 2981. Sitmpiy stateds DoD policy 1s:

P,S‘.\ﬁ“‘v

l"\

~ r

Dol persormnel shall not erngage 1n any personal,
Qusiness, or prafessional activity., nor hold direct cr
indirect financial 1nterest that conflicts with the
public i1nterests of the Jnited States related to the
duti1es and responsibilities of their DoD positions.
{Fef., [Cip. 31
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Activities and i1nterests of an employee’s spouse, minor
children, and other household members are alsc considered
subject to these restrictiaons.

The Starndards of Conduct i1nstruction provides
speci1fic swidance 1n the area of conflicts of 1nterest.
Twel.e speci1fic gotential violations are addressed:

1 dsing "inside information” for personal, business,
or professiona! purposes while employed by 0ol anag
after employment 1s terminated;

2} Using offici1al DoD position to influence any person
for personal benefit or to endorse a commercial or

non-profit (with listed exceptions) enterprise;

(3 Release of acqQuisition information other than 1n
accordance with authorized proceduress

L) Making unauthorized commitments with respect to
award of contracts;

(9) Membersnips in associliations which are incompatibile
with one’'s official DoD positiaon;

- Commercial solicitation of DoD personnel who are
junior In rank or grade;

T Assignment of reserves for training to duty that
could provide them with unfair business advantage:

t8: Dealing with former government personnel in
transactions prohibited by ethics legislations

9 Acceptance of honoraria or salary supplementationr
for performance of goverrmment duties;

"10) Representing the Gavernment in any matter 1nvolwving
an organization with which one is seeking
employment;

1) OQutside employment of DoD personnel 1ncompatibile
wlth assigned government duties or the public
interest; ana

i2 Acceptance of gratuities, reimbursements, or other
pernefi1ts from rtrcse wha have business with., seek
o]
22
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or otherwise have

interests affected

of the extensive conflicts
the Directive. Appended to

of the actual laws on whicn

) U WM SR Y AM RN P R R s O\
business from,
by DoD. [Ref. 10:pp. 3-931
This listing 1s a s:mplificatiaon
of 1nterest guidance provided by
Lol Zirective 5500.7 1s a digest
eacnh of the prescribed standards

3. Exemptions

The conflict of
restrictive.
exemptions from the
could not

conflicts between personal

erceptions are enumerated and

acceptance of unsolicited promotional

interest

reasonably be construed as

and government

15 based.

regulations are extremely

DoD Standards of Conduct allow for specific

listed restrictiaons for situations which

tnvolving significant
interest. The

include such things as

items with reta:l

vailue less than ten dollars and benefits available to the

general public such as scholarships,.

speci1fically covered,
judgement’

pe 1n the Government'’'s

a written report of the circumstances shall be made
or when advance report

agvance,
foarty-eight hours, by the
supervisor or superi1or to
Ethics Official)

action may be taken where the
of the DoD employee or his superior deems

interest.

For situations not
"sound
1t to
In such cases,

1in

18 not possible, within

individual or his or her
the DAREQD
or desi1gnee.

(Designated Agency

(Ref. 10:p. 111

The exemptions secti1on of the Stardards of Conrnduct

alss addresses the conditiors,

- 4rOer

~hi1ch DoD perscrnel

orientati1on, and refregre-
caontractors;
’\’\'- PGS TR N ’\'x - \f\'\'\*

\-'-\' NCY \\. \"&‘-\’\"\"\'\"\ X

requirements and procedures:

may attend training,
—ourses g:iven by defense
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- for reporting any gratuity received toc one’s superi1or
and to the DAEQ for a decision on dispositions

- under which expense reimbursement from ather than
government sources 15 acceptable;

- to be followed for special ceremonies such as ship
launchi1ngss
- for appropriate use of goverrmrment facilities, property

and personnel

- prohibiting unauthorized gambling activity on
government controlled propertys and

- reqgquiring DoD personnel to pay their just debts. [Ref.
tO:pp. 11-191

This guidance, along with the "Code of Ethics for Government
Personnel” which is appended to the Directive, completes the
underlying code for moral decision making prescribed for DeD

military and civilian personnel.

B. PROCEDURES

Certain procedures for the enforcement anmd monitoring of
standards of conduct provisions are required by s*atute.
These regulations cannot be followed in the same way as tne
policies just outlined. Instead, "they are meant to be
referred to, to get expert advice on, and to be complied
with when an employee realizes he 1s contemplating something
to which such regulatiorns may apply” [(Ref. ll:p. 271. They
1nclude reporting requirements for violations, personal
financial interests, and DoD related employment as weli as

nprocedures for rescluticn of suspected violations.
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1. Reporting of Suspected VYiolations

Department of Defense persornel are required tao
repart suspected violations of the Standards of ZTonduct.
Repcrts are to be made to both (1) the supervisor of tne
suspecteg vs1a0lator or a law enforcement offici1al and (2) the
LoD Inspector General. Cooperation by employees with

afficial 1nvestigations in ethics matters 1s required.

2. Fesolution of a Vioclation

Frompt resclution at the lowest effective level of
all suspected viclationms is required by the directive.
Several possible corrective measures are considered

agpropriate:

(1) disqual:ification from particular official acticns,
(2 limitation of duties,

(3 divestiture,

{4 transfer or reassignment,

‘S, resignation,

(&) exemption under 18 U.S.C. 208(b) (for financial
interest deemed in advance not substantial enough
to affect the integrity of the Government), or

other appropriate action as provided by statute or
administrative procedure. [Ref. 10:p. 191

Employees with i1nterests that create conflicts cof
interest must either disquali1fy themselves in writing from
dealing officially in any matter related to the
organizaticns or people 1n conflict with government

iNnterest, or, f necessary to perform their official duties,

23
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must divest themselves of their 1nterest or be removed frocm
their position.

3. Financial Disclosure

Certain senior military and civilian employees are

L

~equired to submit DD Form 135S “"Confidential Statement of

Affiliations and Financial Interests” on an armnual basis.

Ve

The principal purpose of this is:

TV Wy
P
.

.
. »

hall WP AR

to enable supervisors and other respansible DoD
officials to determine wnether there are actual or
) apparent conflicts of i1nterest between the individual'’'s
. present and prospective official duties and the
individual’s rnron-federal affiliations and financial
interests. [Ref. 10:p. 5-1-113

P S

CLy -y

The form requires certification as to the completeness ang

correctness of the listing of an ingividual’s affiliations,

LIS

T TN
"o tate

financlial interests, creditors, and interest in real

property. It 1s reviewed by the employee’s supervisor or
the Designated Agency Ethics Official.

More senior, DoD officials are required to submit SF
278 "Financial DPisclosure Report."” This form is required
for the same purpose as the DD Form 1555, but receives
scrutiny at a higher level anmd 1s available for public

examination.

) G, Deferse Related Employment Reporting

Reporting of two types of employment 1s reqguired byv

ot
T
D

Ztandards of Conduct. The first of these 1s by retired

LR o 2 A

A
(1)
[1e]

uiar afficers of the armed forces. Upon retirement,

T/
o %

P

af-e~ changing emplovers cor assigned duties, and every trree

fu
64

" ._f_'{\-r\-",'f_‘.: \.‘-.'J‘_‘.-\I. 2z \f N




years regardless of change in status, a "Statement of
Employment'" [OD Form 1357 must be filed. The stated purpcse
of this submission 1s:
To enable DoD personmnel to determine if retired regular
officers are engaged in activities prohibited by law or
regulaticn, 1ncluding those that could result 1n the
loss or reduction 1n retired pay due toc other Federal
employment. [Ref. 10:p. 7-11)
The form requires certificatiaon to the accuracy and
completeness of 1nformation provided on current employment.
The required 1nformation includes specific information
concerning involvement with contracts with government
agencies:

- Signing a bid, proposal, or contract;

- Contacting an officer or employee of the agency for
the purpose of:

(1) obtaining or negoatiating contracts,
{(2) negotiating or discussing changes in
specifications, price, cost allowances., or

cther contract terms,

(3) settling disputes concerning performance of
a caontract;

- Negotiating a caontracti or
- Any other liaison activity toward the ultimate
caonsummation of a sale even though the actual contract
1s later negotiated by arctrer. [Ref. 10:p. 7-11
A retired regular officer 1s prohibited from "selling" to
the service in which he has the retired status. This
prohibition applies to all the activities listed above. if

the officer was "persaonall, ang substantially” involved 1n a

contract while on active Zuft., he 1s permanently barred from
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representing the contractor when dealing with the

government. If the contract was under the former empicyee ' s

ctficial respenrnsibility when he retired, he is prohibitec

from representing the contractor before the government for a3

per 102 -7t two years after retirement. [(Fef. 10:pp. 3-4«
tnrsagn 3-71

The second provision for reporting defense relatec
employment concerns both former military officers of rant
-4 and above and DoD civilian employees paid at a G5-13
rate or above. If, within two years of termination of Dol
employment, or (for civilians gnly) within two years prior
to government employment, the irdividual 1s (was) employed
by @ contractar with $10,000,000 or more in DoD contracts
and 1s (was) compensated at a rate of at least $25,000 per
year, he 1s reqguired to file DD Form 1787 "Report of DoD arc
Defencse Related Employment.” A detailed description of
assigned duties 1s required on order to determine if any
viglations of Standards of Conduct may have occurred.
Former DoD officials effected must resubmit the form

plarrually. [(Ref. 10:pp. 2&-261

cC. SUMMARY

Ethicsy, for Department 5f Pefense personnel, are
prescribed in DoD Directive 23070 .7 'Standards of Conduct.
Tnie document 15 a comprerm2rsive compilation of the
“eguirements contained 1n statutes, regulations, direct:ives,
ard executive orders. [te e1ghty-7"1ve pages of text and
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appendices make up an ethics code which includes specific
behavioral prohibitions as well as guidelines to be followec
in situations not specifically addressed. The code
prohibits even the appearance of a confiict of interest.

N Reporting requirements for past and future employmenrt by
defense contractars are explainegd as are provisions for
enforcing the code. All Department of Defense military and
o civilian employees are required to understand and meet the

requirements set forth 1n the "Standards of Conduct."

_
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IV. PROCUREMENT ETHICS PROGRAMS

In this chapter, three areas will be discussed. First,
concepts of ethics management, as found 1n the literature,
wil!] be presented. These are 1nterded to serve as a
foundation for program analysis. Next, a review of
Standards of Conduct programs required and those currently
in place at Navy Field Contracting System activities 1is
presented “or evaluation. Finailys a discussion of Defense
contractor initiatives 15 included to provide a contrast for

comparison with the Navy programs. An analysis of the Navy

programs completes the chapter.

Py U

AL THEORY
Procurement ethics has been described as:
the actions displayed when conducting business that
would be morally right, scci1ally acceptable, within the
i1mits of the law, honest and beneficial not only to the
individual, business, or government, but to scciety as
well. [(Ref. é6:p. 141
Because the procurement process involves the expenditure
af large amounts aof public money using a great deal of
personal judgement. “tivities 1nvolved in government
proccurement are great deal of pressure to exhibit
hi13h standards c ethics. “ purchasing professional should

ne zorscious of K s opiigat.z~s to the government (the

publiz:, defense contrac-z-s. 3nd to his peers for ethical
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behavior. In addition, maragement has the obligation to
create a program which faosters such awareness and starmdards.

The first step “oward assurance of procurement ethics s
the establishment oF a standard. The Packard Commissior
Jdescribed -e. characteristics of ethical standards, noting
that tnhey are "'onlvs as easy to observe, administer, and

enforce, as they are certaln 1n scope, simple 1n conmzept,

and ciear 1n application’ [Ref., l:p. 9713]. Establisheo

stardarads snhould not only provide specific basic guidance

A T

for decision making, but should include streamlined

procedures for resolving ethical gquestions and dealing with

"R PN

possible vioiations. cuidelines which maintain the

organization’s ethics without unduly restricting the

1individual’s personal judgement are ideal.

L e ]

1
)
"
.
r

Jdnce established, a starmdard must be articulated in
writing and effectively disseminated to all concerned,

incluaing employees, ccontractors, and the general public.

PN AN AN

Employvees should receive indoctrination which answers an,

guestions they might have about the code. Discussion and

PN

P

story telling,"” by using pertinent examples of situatiornrs

’

1in which ethical decisions must be made, are i1deal vehicles
foar training. Two-way communication on ethlics 1ssues should

ne encouraged 1n the normal course of business. with pointes

T T

of Zontact i1denti1fied for dealing with ethics questions and

.wolatic~s. Feview 0of tne organization’'s standards shouid
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be routinely conducted, sc that updating of ethics policy 1s ~/
¥ .'\.-
; made 1n a timely fashion. !
'
Management 's setting an example to be followed car [
L) (%,
determine the success or fallure of an ethics program. In E{
: A _FPassicn fcr Ercellence, the authors describe a boss's )
responsibllility to be a “"value shaper.” They note that i
Al
"trust and 1ntegrity of vision 1s learned only by example. o
b not from procedure manuals, training courses, or Labor Day ;
'
speeches.’ [(Ref. 12:p. 333] A survey by the American F{
)
\ T
. Maragement Association 1ndicated that the most significant :
' determinant of ethical behavior and actions in an j{
. organization was the behavior demonstrated by both superiors *‘
; N
L ~
- and peers (Ref. ll:p. 27]. Dealing with daily public t‘
3 )
. judgement of his actions, the procurement manager faces key ﬁf
- [ ]
)
tests in hi1s ability to: B
P
- Compraomise, but not tooc often !
-
- Make deci1sions without knowing all the facts t:
Y
, - Accept responsibility for the mistakes of "
subordinates, but not allcow tco many 3
. y
- Live up to the image associates demand, but do rot ;
1 become a victim o
L )
- Succeed as a person of thought as well as a person of 94
action. (Ref. 3:p. 151 ~\
gs
| His personal values are displayed in every decision that he Qf
maves. He must ensure that his personal values don’t appear r
)
to conflict with the established organizational standard. o
e
Bevond training and leadership, enforcement of the coge ;1
p 1s essential, All potential violations of the code must be )
-J
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1investigated. Those found guilty of transgressions must ce
appropriately disciplined.

The structure aof & purchasing organization can and
should discourage ethics vioclations by eliminating potential
opportunities for them to occur, Appropriate 1nternal

cortrols and audit procedures would eonsure a high level of

compliance witn ethics policy. Those inclined to '"'bendg the
rules” are less likely to do so 1f they think they may be

fourd oaut.

B. NAVY FIELD CONTRACTING ACTIVITIES
i. Regulation

Department of the Navy personnel are subject to DoD
Directive 3%00.7 as implemented by SECNAV Instruction
5370.2H "Standards of Conduct and Government Ethics”’ of 2w
Qctober 1984 and OFPNAV Instruction S5S370.1C “Standards of
Conduct and Related Requirements” of 18 August 1377. These
instructions do not alter the basic guidelines set farth :n
trhe DoD Standards of Conduct instruction, but serve %o
reiterate and amplify key points and provide direction for
agmirnistering the reguirements, Secretary of the Navy anrc
Chief of Naval Operations i1nstructions emphasize the
fsilowing managerial requirements:

- dissemination of Dol Imstruction S3500.7 to all perscnre:
at least semi-annually,

- ensuri1ng that all perscnnel are familiar with and
complying with the instruction,
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o - periodically directing the attention of representatives
) of business to the requlirements of the 1nstruction,

- ensuring that personnel understand their resporsibil:it,
to report suspected viclations of "Standards of

Conduct,"” and

- ersur:ing compliance with finanmci1al 1nterests and
] emplo,ment reporting requilirements. {(Ref. |3:pp. 1-5]

The Secretary of the Navy includes a "Bedrock Standarcs of
Canduct For Department of Navy Personnel’ (see Appendix B
In his 1nstruction as a streamlined code of ethics.

The Secretary of the Navy established the Navy

Integrity and Efficiency Training program in December 1983

personnel 1n their respective responsibilities to
help prevent fraud, waste, and abuse. [(Ref. le:p. 11

with three obj;ectives: :

o L.

1. Sharpen the existing focus on fraud, waste, and ~

abuse prevention; EN

Fb

t : (.
) 2. Reemphasize Standards of Conduct; and ¢
3. Train naval supervisory and non-supervisory L

-

o

-
»
-
-
-’

The Navy’'s Fraud, Waste, and Abuse Program i1ncludes this

trairing, the Fraud, Waste, and Abuse Hotline, and praomoticn

A

o

of Incentive anag Military Cash Award Programs. All Navy

e f

commands and activities were directed to plan, organize, and

schedule training to achieve these "Integrity and

‘\. L A

Efficiency'" goals. [Ref. l4a:p. 13

2. Current Programs

For the purposes of this research, all Naval Supply
Centers. Naval Supply Depots, and Navy Regional Contract:i:rg

Centers were queried concerning the Standards of Conduct

programs curcrently 1n place for contracting personnel. The
34
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researcher recei:1ved responses from seven of these four-teen

activities. A review of their command policies and pregrams
follows.
a. Policy
Most commards surveyed have written 1nstructions
or " Standards of Zonduct.” Those commands without local .

written policies on the subject were following the direction

".{ v, n" ‘-’ g

contairned 1n SECMNAV Instruction 5370.2H "Standards of

)

Conduct argd Sovernment Ethics” without modification. The -
b

written policies 1n effect at the other commands generally ¢
..

evpress command support of the SECNAV instruction’s ;
requirements and place emphasis on specific policies. 5
Amaong the policies highlighted in the N

N

1nstructions are the prohibitions contained in Executive o
Jdrder 11222 i1see page fifteen of this text). This can %:
e

funct:con as a streamlined ethics code. Ay
4

Another area directly addresscd 1n more than :f

one .nstruction 1s the business relationship between

l‘l.‘

AY
Sc/ernmert and private industry. The Caommanding Officer of o
il
. o
Naval Supply Center (NSC) Charleston, South Carolina ,1
, . . . — »
eiaborated on this topic ir a memorandum to all NSC by
personnel:
Persons who represent the Gavernment in business
dealings with representatives of industry have positionrs
of trust and grave responsibiilty which reguire them to
abserve the highest ethical standards. Practices which
may be accepted 1n the private business world are not
necessarlly acceptable for Naval persornnel. No person
~1.1 allow himself tc be placed 1n a position 1n which
conflicts of 1nterests may ari1se or might justifiably be
33
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suspected... [t 1s emphasized that protiibited conflicts
and apparent conflicts of 1nterests can sometimes arise
even from relationships and transactions which the
personnel concerned perceive a4s lnconsequential. Where
there 1s doubt as to the prcpriety of accepting
gratuities, atternding functions, or accepting other

S invitations of a hospitable mature, Naval personnel will
) refrain therefraom, [Ref. 1S:p. 3]

l Jther ccmmanrds expressed strong guidance concerning the
3 girection provided i1n 3ECNAYV Instruction 5760.4B on

Tembersh:p 1n ‘'trade and professional asscclations.’ The

Zormmanging Jfficer of NSC Oakland, Califorrmia guotes the
fcllaowing pertinent paragraphs:

CoD personrel shall not accept an honorary office or
rorararvy membership 1n any trade or prefessional
ass3Ci13t10N which 1ncludes 1n 1ts membership business
entities which are engaged or endeavoring to engage 1in
providing goods and’or services to a component of the
Department of Defenmse, including non-appropriated fund
activsities of the Department of Defense. An honorary

[u SNy

office i1ncludes any office whether termed honorary or g
rct, when the selection for that office is aon the basis . »
cf an official Department of Deferse position ar o
assignment. ottt

?

N
These policies shall not apply to membership or }3

T

participation by officers or employees of the Departmert
cf Defense, as individuals, in private organizations or
associ1ations, 1ncluding technical and professicnal

[ 4

~

y
*

N
societies, and military or veterans organizations, :}
otherwise consistent with the law, including the Hatch :{
Act, ard Anti-lLobby Act, and other laws which prohibit r:
go.ernment officers and employees from engaging :in -~

activities 1nconsistent with their government [ ]
employment. [(Ref. 16:p. 21 N
‘?

. . . . . ~

The i1ntricacies of maintaining appropriate business <~

relationships to avoid conflicts of interest 1s recognized

o

as tme most significant problem in Ethical Standards for y

RN

Sog.e~nment persgnnel.
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One of the Navy field contracting activit:ies

surveyed (Naval Regionral Coantracting Center, MNaples) has
1ss.ed an instruction adcressing Standards of Conduct for
Naval Reserve personnel. In recognizing the need for
acdressing this 1ssues 1t notes:

it 15 necessary to estatblish prcocedures which will
faciiitate the early i1dentificaticn, reporting, and
resocluticn of actual or apparent conflicts of interest
1n arder to ensure the i1ntegrity of NRCC procurement
cperati:ons while. at the same time, allowing the
broagest possible participaticon 1n such operatiors by
Mavai Reserve personnel. (Ref. 17:p. 113

Generallyv, then, "Standards of Conduct’” policies

tend to follow the guidelines provided in DoD Directive
S5 L T, Commands reviewed have only tailored these
standards by providing directed emphasis,

b. Contrals

Control procedures for managing ethics

~eguliremerts are listed 1n most command "Standards of
Conguct instructions. An effective program reguires
acprzoriate delegation and cocordination of these
rescorsitilities. Whiie Zdi1fferent procedures have been
estat.1shed at the varicgus acti.ities, several key areas of
responsibility are addressead :n the 1nstructions:

- Filing DD form 15S5S: Fes

1]

amsibility for ensuring
=3

submission and review :s assigned to ane or more cf
the following: Deput, E*~123 Counsel, command legal
Zzunsel, supervisars,s >r “i1villan personnel director.

- Juestion” concerning pcessiblie Standards of Conduct
.10lations: These are ge=reraliy to be directed to the
Deputy Ethics Counsel or commard legal counseil.
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- Reporting of possible conflicts of interest: The
established mechanism for means of making these
reports 1s through the chain of command of the
reporting itndividual.

Resolution of apparent conflicts of i1nterest:
Alternatively, supervisors or the Deputy Ethics
Counselor are assigned this respaonsibility.

Policies and procedures are only effective 1 f
tnev properly fit the structure of the organization. This
idea 1s empodied 1n the concept of 1nternal control:

tne plan of organization and all of the coordinate
methods and measures adopted within (an organization)

td... promote operational efficiency and encourage

adherence to prescribed manager:1al policies. [Ref. 18:p.
l&a]

For a field contracting activity, effective internal
controls would, amorg other things, help ensure that
Standards of Conduct policies were followed. Organizational
controls 1n the Navy Field Caontracting System activities
studied were not tied to a program of standards of conduct
1implementaticnr, however representatives of several of these
buying organizations mentioned the i1mportance of such
cantrols. Generally, there are separate local imstructions
mandating 1nternal contrcls, at the contracting activities

studied, which are not tied to the ethics enfarcement

[}

policy.
€. Training

Though conduct:nz 2f training in Standards of

Zangult 15 the resronsioilit,. of the Commanding QOfficer.,

each 1ndividual emplaovee 1s responsible for understanding
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the responsibilities of his assigned position and how all
applicable ethics legislation affects him 1n 1t.

The level to which training responsibii:ties are
delegated can affect the way the requirements are perceived
Ly empic.ecs. At the activities surveyed, commanding
cfficers delegated the responsibility for ethics training to
ei1ther the Deputy Ethics Counselor, the Civilian Personnel
Officer, tne supervisors, or naot at all. At one command,
each employee was to be provided wlth Standards of Conduct
information on at least a semi~annual basis. No mention was
made of training.

At most commands, employees are required to
certifv i1n writing that they have received ethics training
or have read and understood the Standards of Cornduct on a
regular basis.

One uniqgue training problem was noted by all
overseas contracting activities: ''cultural differences."”
Much of the acguisition wark force at these commands i1s made
up of foreign nationrnals. Ethics are not universal. The
underiying principles are to a great extent culturally
defined. Employees of other than American cultural heritage
require extensive and reaular training to overcome their
prencisposition taowards the generally accepted way of "doing
Lusiness 1N thelr courtr /.

None ot the command i1nstructions provide

suldelines. other than freguencys. for reqguired ethics

39
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training. A generalized format, recaommended by the Deputy »
A
; : »
N Ethics Counselor at Naval Supply Depot Subic Bay, Republic -~
. [}
of the Philippines, for a Standards ot Conduct presentation fr
*
is presented 1n APPENDIX C. This particular example
evpiains a simplified code of conduct utilizing a "story :
3
: telling"” mechanism. |
) d. Audit
] Auditing for compliance with established N
]
. guidelines 1s an effective means of policy enforcement. It >
N,
also can serve as an assurance to i1nterested third parties, ?
N,
Oy
1 such as the American public in this case, that standards are Y
heing enforced. Audits can only be as effective as the -
. established guidelines used to conduct the review. -
Unfortunately, regquirements for implementation =g
o L
of the "Standards of Conduct' are not specific. The only ?;
: .
crganizational review for compliance with these ethics ?
-
requiremenrts 1s a check of personnel training recaords to see ?
]
that bir-anmnual familiari1zation with the standards has taken :r
8 \.
place. This type of audit tends to erncourage good record o]
reeping rather than effective training and i1mplementation of i-
!
a Standards of Conduct crogram. -9
' C. ™MAJOR DEFENSE CONTRACTIZSS -
-~
1. Background »
y The area of contract~- ethics has been one of
increasirg concern far Go.err-ment contract professionals and
the American publaic. Tne “-egs.dent’'s Blue Ribbon Commission )
=9
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on Defense Management studied this concern in depth and
conc luded that there was a need for contractors to become
more actively 1nvolved 1n assurinrg their compliance with
federal procurement regulations. applicable statutes, ard
the contracts to which they are a partv.

The Commission advocated the corcept of 'self-
jovernance.' Two of thelr recommendations are that
Zontractors:

»1) must poromulgate ard vigilantly enforce codes of
ethics that address the unigue problems and
procegures 1ncident to defense procurement.

t2) develop and 1mplement 1nternal controls to moritor
these codes of ethics and sensitive aspects of
contract compliance. [(Ref. l:p. xx1ix]

Followirg these recommendations, more than thirty-

two defense contractors have signed the "Principles of the

Cefense (ndustry Initiatives on Business Ethics ard Conguct”

cf Jane 1586. This document commits the businesses 1nvo.ved

ts the following standards:
~ nave and adrhere to written codes of conduct;
- trai1n their employees 1n such codes;

- enccurage employees to repart violations of such

cc
zzdes, without fear of retributions

- monitor compliance with laws 1ncident to defense
pDracurements

- adopt procedures for voluntary disclosure of
+violations and for necessary corrective action;g

- shar2 with other firmg their methods for and
erper.ence 1n 1mMplementing such principles, through
armrual participationrn 1r an 1ndustry-wide "'Best
Fraztices Forum: ' ard

o1
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- have outside or non-employee members of their boards Pod
of directors review compliance. (Ref. 1:p. 783 fﬂ

>

Tre revised ethics programs of four of the signatories of

thi1s agreement were reviewed to provide a contrast witn DcD -
N,

prograrvs. Thne cefense cortractors stedied were: Grumman Q
L]

Rerospace, Hughes Aircraftt Company, Martin Marietta

-
Aerospace, and the Boeing Company. N
22
2. Programs oy
a. Policy )
) . . . ™
Each company distributes its ethics peclicy to »
b
. . . . ~
ail employees. Certalin characteri1stics of these distributed Ly
-
X A
polilCy statements were common for all of the companies: »
‘,“'
- concise: 8-15 pages as compared to eighty-five for the h‘
DoD Standards of Conduct Instruction, . hﬂ
[ .
. ’
- easy tao read: not writtem 1n complex language or legal o
&
jargon. 3
' - 1nclude an emphasis or commitment to enforcement. -
>4
- 1nclude corporate philosophy as well as applicable \$
~egulations. e
) ) ) >
Tne format cf the policy statements varies from compary 2 .
~
company. However, variocus effective formats are emploved. g
'
~ +
These 1nclude use of guestion and answer format, the Yy
»

establishment of standard operating procedures, and the use
of 2xamples to i1llustrate the points covered. ‘
b. Contracls

Extensive control systems have been establisted

ad

.
-
-
Dy the companies studiec. The strength of these controis ,:
can be attrituted to the organizational additions made to ft
]
'\--.1
=2 -9
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)
A
»
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their corporate structures. Among the programs studiea, the
faollowing were usually 1n place:
Corporate level Ethics Steering Committees

Cffices of Corporate Ethics

+3) ZToroocrate level Ethics Cirectors

This structure alicws for the administratiorn of a strong

ethics praogram,

In adagitisan, administrative control procedu-es

N

are 1n place toc ensure that:

i1y Rll employees are 1ssued a copy of the ethics
policys

(G NN Y& AN

(2) Effective mechanisms are in place for:
- answering employees’ Qquestions

reporting suspected violations: These mecharnisms
include appropriate points of contact for
reporting anonymois.y and cutside the ncrmal chain
of command:?

LR S % C‘A-V

A

-

“32) ALL allegatiorns are investigated in a timely manner;
and

LA N NN v

Regular reports of these 1nvestigations are made to
the corporate level for review.

An understanding of the process by affected

YL

emplovees 1s critical to effective control procedures. In

N e
2

order to facilitate this kirgd of understanding, Figure !

beiow 18 included as part of the Grumman ethics policy.
diragrams the mechanisms for resclving 1ssues of legal
srements and corporate oalicy, and possible viglatiors

standards.
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WHERE TO GO?

CORPORATE POLICY

AndlY

ey

o PO )

SUPERVISOR

l

oo e Te ety ey

SUPERVISOR

POSSIBLE
—
VIOLATIONS

SPECIFIC LEGAL QUESTIONS
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£ » . - A N A 0y,

BUSINESS ETHICS COMMITTEE

POSSIBLE ACTION

VeV e Vp A E

O Answers questions on corporste O Advises
poiicy of applications O investigates
 Reviews possidble vioiatons 5 Recommencs
03 Reviews conflicing interpretations of disciplinary action
coce in determining action 1o be O Recommends
taken voluntary disciosures
(] Heads off stuations where personss 10 governmaent
and company interest appear 10 o suthorities
ao conthict
LEGAL DEPT.
Figure 1
[(Ref. 19:p. 281
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z. Tralning
The defense contractors studied have
training/education programs fTor ethics characterized by
strzng focus arnd structure. For Martin Marietta
—arporatioon, this ts facilitated oy the following object:ises
for trailning set by 1ts Ethics Subcommittee:

All employees understand the i1mpartance of the Code of
Ethics and wnat 1s 1n 1t.

- RAll employees be made aware that management fully
supports the code.

- All emplovees lcok at the Code with a positive
atti tude.

- Pll employees realize that Ethics i1s not simply
obeying all laws and regulations.

- The trairning program should both create emplaovee
sensitivity to ethical problems and help employees
development on ethical matters. [Ref. 20:Enclosure &

p. 31
The training conducted by the various corporations 1s
generally geared specifically to the level of respornsibility
and the type of work of the emplovyees. Extensive use 1s
made of workshops with case studies and discussion.
Viceotaped presentations on ethics are also the norm.
a. Audi t

The standards set by the "Principles of the
Cetense Industry Initiatives on Business Ethics snd Conduc*
reguire compliance review by an external auditor. The
review serves to add a gquality of 1ntegrity to the program
1tself by ensuring that the companies are maintaining the

standards agreed to 1n that document. The audit 1s made

a3
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annually by a private accounting firm,. Answers to the

following set of guestions are required to be audited:

)

1.

~J

12.

ia.

Does the company have a written code of busiress
ethics and conduct?

Is the code distributed to all employees principally
invaolved tn defense work?

Are new employees provided an orientation to the
code?

Does the code assign responsibility to operating
management and others for compliance with the code?

Does the company conduct employee training programs
regarding the code?

Does the code address standards that govern the
conduct of employees iIn their dealings with
suppliers, consultants, and customers?

ls there a corporate ombudsman, corporate compliance
or ethics office or similar mechanism for emplovees
tc report suspected viclatiaons toc somecone other than
their direct supervisor, if necessary?

Does the mechanism emplayed protect the
confidentiality of employee reports?

Is there an appropriate mechanism to follow-up on
reports of suspected violations to determire what
occurred, who was responsible, and reccmmended
corrective and other actions?

Is there an appropriate mechanism for letting
employees know the result or any follow up to thear
reported charges”?

Is there an ongo:ing program of commun:.:cation to
employees spelling out and re-emphasizing their

obligations under the code of conduct?

What are the specifics of such a program?

a. Written communication?

b. One-on-one communication?

c. Jroup meetings”

d. “1isual ai1ds” [(Ref. l:Appendix p. 30]
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C. ANALYSIS

Assessment of the effecti.=~ess of an ethics program 1
3 complex problem. Several critical aspects are not
measurable. The degree to which a command climate
encourages eth:cal behavior 1s perhaps most 1mportant,
however, 1t 1s difficult to measure the i1mpact on employee
actiors of supervisaory and management example. Controls and
Audit are other areas of concern. To be effective, there
should be neither too little nor too much audit and
conrntrals.

While the task 1s not a simole one, the Navy Field
Contracting ethics programs can be reviewed i1n light of the
background of ethics in U.5. Government and business. While
their are real differences between the functions performed
by government and contractor acgquisition personnel, their
ethical standards shouid be at the same high level. An
evaluaticon of the Navy programs studied by the standards
established for DoD contractors is quite revealing:

1. Five of the seven commands have written instructions
on Standards of Conduct. All of the Navy commands utilize
the DoD Standards of Conduct as the foundatior of their

programs.

2. All commands are recuired to distribute the DoD
"Standards of Conduct” to al. personnel involved in
contracting. The commands w.tr written policies have

included provicsicns for tnis,
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3. Each of the five commands with a written Standards

"y Py POV

of Conduct policy assigns a speci1fic i1ndividual the task of

conducting 1ndoctrinatiaon i1n the code for new employees.

-
L4

Rather than holding management respaonsiole for

ensuri1rg trat the Stangards are met, DoD Imstruction S500.7

e A A

holds each i1ndividual personally respaonsible for complianrce.

S. O0Other than 1ri1tial briefirgs of employees upon

o w e 2
ettt

assumption of their duties, only two of the seven Navy

contracting activities studied conduct regular training on

v

ethics. Three of the commands disseminate Standards of

Zorduct i1nformation periodically. The remainring two

— p P LA

commands do not have local ethics programs in place.
&. DoD Inmstruction S300.7 "Standards of Conduct'
addresses conduct 1n dealings with suppliers. Each of the

five Navy activities with an established program places

L

emphasis on requlirements related to conflicts of i1nterest.

Tl
s s

Each command 1s required to have a Deputy Ethics

AV

P4

Ccunselor by DoD Instruction 3500.7. This individual was

" a

assigned administrative and ethics 1ndoctrination duties 1n

AR RS
.l.l

-

the five commands with established ethics programs. None of

[ LY
55%% -,

the commands studied facil:tated reporting of ethics

-

[

violations ocutside the norma. chain of command.

o

8. Nonre of the commands studied had established

mechanisms to protect the corfidentiality of emplovee
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9. Only two commands had established specific directian ::.
on follow—up on reports of suspected violations of the ;{
o
Standards of Conduct. {
s
10, There were no established mechanisms for letting ;
v
employees know the result of the follow—-up orn their reports d'
!
of suspected viaolations.
~
l-f‘
i1, Other than the required semi—-annual familiarization ~$
M,
~Y
wlth the Standards cf Conduct and scheduled training (at two t,
a
commands’)s, the only ongoing program of communication to )
employees spelling out and re-emphasizing their obligations b:
Y
[
under the “"Standards of Conduct”’ was established at Naval F
£
Supply Center Charleston. Here, the Plan-of-the-Day was !,
T
routinely utilized to disseminate such information. S
A
In general, the programs at the majority af the commands hf
“=
. stucdied only tave those characteristics which are required '_
e
-~
L. WS
by higher authority. Few have taken the initiative to :t
R
employ =2ffective mechanisms which are not required. ;
o>
There are many areas 1n which Navy Field Contracting 4
'~
Activities can 1mprove the effectiveness of their ethics f&\
‘.~
programs. Implementation of any of these improvements does ?r
-\'
require utilization of the scarce resgurces of time and !
k--
. . >
zstaff, however, which may noct be readily available. The 2;
4.5. Government expects a commitment from the defense ?:
contractors to ethics 1n Zontracting. [t 15 the author’'s !
(S
firm belief trat 1t 1s up to the Govermment to cdevote :{
o
_ 7
adequate resources to at (east match that commitment. ",
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Y. CCNCLUSIONS AND RECOMMENDATIONS

AL CONCLUSIONS

From tre research data and evaluation presented i1n tris
paper, significant conclusions about the 1mplementaticn of
Standards of Conduct for U.S. Government personnel may be
drawn. The following are key points.

l. The 1ssues, procedures, requlations, and statutory

requirements of government employees pertaining to ethics

are complex and dynrnamic.

Personnel canrot be expected to become knowledgeable
of all of their responsibilities with regard to ethics
without expert assistance in the form of training and
counsel as required. They can, however, be greatly assistea
1 choosing appropriate ethical behavior by 1ndoctrinaticon
1n a simplified code of ethics.

2. Government contract:ng perscnnel work in an

envirgnment where the opportunity for ethics code

infractions 1s gqreat, anc vet the public demands aof them the

highest ethical standards.

Those involved 1n gc.e~nment contracting have direct
zontrol over the expenditure of significant public funds.
The m1story of the U.3. gc.e~~ment is full of examples of
rte combiration of tnic t.,ce 2f responsibility with direct

irterfazing with pri.ate 1r-3.z%vy 1n an official capac:ty
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3 leading to the use of public office for private gain. The L
. \ f
[ U
X modern American public refuses to accept such a standardg.

L

‘ Thrgugh the outcry of the press ana the controcl of the

€ v 52 ¢
1

i Cangress., the highest standards are mandated.

-
' -— N - -
3. wTllie no specitic standard has oeen developed to "
13 1
reasure the effectiveness cf administration of ethics
- reguirements for DoD employees, there is a clear neeg for -
S improvement 1n this area. -
Prosecution for ethics viclations by government ;
“u
. ‘
erpilovees 1s rare., Yet, there 1s & public outcry over v
L}
. percelved abuses by government personnel. The Congress nas 5
- ,
legislated more and more stringent ethics regulation. The *
. - - N
g Fresident commissioned a Blue Ribbon panel which studied the -3
) matter. On all fronts, the juagment is the same: THE ETHICS A
- -
. STANDARLS ACTUALLY EXHIBITED ARE INADEQUATE. 2
>
s i v
N o Characteristics of programs which have provenr :
) -
- zuzzessful 1n managing ethics can bhe i1dentified 1n both =4
gavernment and 1ndustry.
-
K- Due to the pressure on both government contracting
o agerc:es and defense contractors to maintain high ethics
~»
stargards, some have signif:i:cantly i1ncreased the:ir focus or >
. _ Lt
> e“fective Standards of ConrnZluct and ethics administraticn, ‘e
. ‘I
. ".
The resulting praograms show toth common and unigue features ?
~~1z2- rave been effective. Tne ‘Model Ethics Program -
N p
. S AMewWC T e dreserted t=2.0w 1ncorporates many cf these i1ageas. :'
X -
Y "
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X x
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B. RECOMMENDATIONS

The following recommendations resulting from this
research are directed toward Nawvy Field Contracting
Activities. To ensure gocd ethics administration. the
folliowl1ng 2re suggested:

1. PUBLISH SIMPLIFIED STANDARCS TAILGCRED TO THE
CCNTRACTING FUNCTION TO SUPPLEMENT THE DRCOD STANMDARDS OF
CONDUCT INSTRUCTION: Appendix D 1llustrates a simplified
code used by the National Contract Maragement Association,

c. IMPROVE TRAINING PROGRAMS: These should include
regularly scheduled training using case studies, visual
atds, and discussion tailored to the work responsibil:ities
cf the employees as well as omgoing communication on ethics
1ssues 1n the work place. Appendix C presents a good
evample of such a training methodology.

5. EMPHASIZE EMPLOYMENT REPORTING REQUIREMENTS: while
commands a~e nct responsible for the employment reporting o,
former empioyees, training in post-employment requirements
and enforcement of employment reporting reguirements for
current employees could decrease the number of violaticns of
'Revo.iving Door"” type legislation in the future.

+., FACILITATE REPCRTING OF VIOLATIONS: The easier 1t 13

for an employee to report a vioclation, the more likely re 1s

tz 2z 323. Mechanisms which guarantee protection of thre
.01 .:1243. “rom ~efrituticon ard allow for reporting other
Tmam %m 2.3 the zZharn of co-margd are most efiect:ive.
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Agency hatlines are the greatest source of conflict of )
"
interest allegations DoD-wide [(Ref. 2l:p. 71. A
, ®
3. ENSURE ENFORCEMENT: DoD-wlide administrative act:on ">
Y
13 taken in only 72.6 percent of 1dertified viclatione anrg :r{
o
prosecct:sn in only one percent of the casecs [(Ref. 22:p. :r
313. In arder to show employees that management 1% Se”icus .
atbcocut ethics 1n the work place, more emphasis an foilcw :f
through ana enforcement of policies and regulations must oe e
]
carri1ed out. o
~" 4
5. ESTABLISH AN ETHICS PROGRAM: Each Navy Fielad }ﬁ
-
Zontracting Activity must have a definitive ethics progranm ;~
- b
, _ o _ ®
ectablished in writing and efficiently i1mplemented 1:1f [oD 1s -
A to av01d both perceived and actual ethics problems. it 1s el
e
g
straongly recommended that each activity adopt such a program N4
. _ ®
1f one 13 rot already in place. A& model framework for suc~ -
;?
a program :s preserted in Section C below. T
b-_‘h
-'.:
s
C. & MCDEL ETHICS PRCOGRAM FRAMEWORK
The ethics program of every cantracting activity shouic fb
o
e developed and implemented 1n a manner which addresses tre i\
.-_:s
unique character of the activity's work force, the nature =7 Y
1ts contract actions, and 1%s suppliers. The followinrg :ﬁ:
=S
framework, from which such an effective program can be :):
--"-
e
de.eloped, consists of crarazteristics of a strong program

ard prsvern implementation “ezrnigues as highlighted and

T e ﬂ.n

discussed 1 tnas thestis.
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v'g 1. Characteristics
b
ﬂ Policy: nust be based on the laws 1ncluded i1rn tre
DeD "Standards of Conduct,” but presented in a simplified
A=
»: format wlth emphasis placed on specific contracting-reiated
N
'y provisiocns for ease of understanding. The policy shoculd
?L
include strong commitment to enforcement. It should be
- distributed to all employees and to defense contractors.
-, Controls: which minimize the opportunity for
..
pctertial ethics violations should be inherent in the
oY assignment of responsibilities to the contracting office
?: staff. Responsibility for oversight of ethics
-
administrat:on should rest with a single knowledgeable
;' individual outside the normal chain of command, if pocssible.
i
1 Reporting of suspected violations directly to this
\
individual should be facilitated. Procedures for reporting
P
j financial 1nterests and defense related employmenrt should be
2
J implemented effectively.
A Training: should be a responsibility at every :
L, manageri1al and supervisory level. [t should be tailored to .
o the responsibilities of the employees and their cultural 2
.
nackgrounds. Formal training should be scheduled reguiari.. <
0 LY
.
. 1irformal training should take place on the job, and ethics :
- )
: issues and cases should be publicized 1n cemmand Plans-of- :
‘
the-Ca, cr other periodic publications. Dy
" ~
. hY
- ~udlt: should be conducted through the command ~
. -~
" Y
2 internal review process to ensure that the program 1s 1r :
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place and that both local and Navvy-wide policies are bei1ng -ﬁ
S
effectively administered and enforced. J\c
2. Management Implementation M
. o
a. GSet an appropriate exampie. This 1s a key o~
_ 2
getermirant 2t success. ol
>
b. Faci1litate commun:ication. Encourage an ongoirg >
N,
dialogue wiith emplaoyees and suppliers on ethics l1ssuss. i»
>~
Establish easy to use mechanisms for answering questions ang i§
2]
: . . [
reporting suspected ethics viclations (outside the warking
{\
h“‘
chain of command when necessary) and encourage their use. -~
o
c. Conduct regqular, effective training. Utilize ?t
. . . ]
effective media such as case study discussions and T
videotapes for formal training and articles 1n command :}
=
. i’
publicaticons for 1nformal training. ey

- d. Aggressively enforce ethics regulations. Follow

30

L §

up on all alleged ethics viclations with appropriate gw
o

S ‘o

acministrative or judicial action. Use these actual }-
evamples 1n training other employees. {v
S
%
N
T. RECOMMENDATIONS FOR FURTHER RESEARCH ﬁw
Based on this paper, further research in the following ;'

13
area 1s recommended: Establishment of specific Navy-wide iy
regquirements for the establisbhment and implementation of i&
Starndards of Conduct programs for contracting activities. ;:
K
Zentrall, mandated standards far an ethics program would }?
-""v
ersure a unifarmly high level of ethics management similar “
-\:';
) .l

ta that being adopted by major defense contractors. They ‘
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would allow for meaningful management audit of program
effectiveness, while providing sufficient emphasis to

achieve desired results. .
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APPENDIX A

CODE OF ETHICS FOR GOVERNMENT SERVICE
(Ref. 10:p. 4-11

Ary person in Government service should:

Put lovalty to the highest moral principles and to
country above loyalty to persons, party, or Government
department.

Uphold the constitution, laws, and regulations of the
United States and of all governments therein and never
be a3 party to their evasion.

Give a full day’s labor for a full day’s payj giving
earrest effort and best thought to the performance of
duties.

Seek to find and employ more efficient amd economical
ways of getting tasks accomplished.

Never discriminate unfairly by the dispensing of special
favors or privileges to anyone, whether for renumeraticon
or not; and never accept for himself or herself or for
family members, favors or benefits under circumstances
which might be construed by reasconable perscns as
influencing the performarnce of Governmental duties.

Make no private promises of any kind binding upon the
duties of affice, since a Government employee has nro
private word which can be binding on public duty.

Engage :n no business with the Government, etither
directly or indirectly, which 1s inconsistent with the
conscientious performance of Governmental duties.

Never use any information gained confidentially in the
perfarmance of Governmental duties as a means for making
private praofit.

Expose corruption wherever discovered.

Uphold these principles, =2ver conscious that public
office 1s a public trust.
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APPENDIX B

f

o’

v

K BEDROCK STANDARDS 0OF CONDUCT el
)

. L[]
; FOR DEPARTMENT (OF THE NAVY PERSONNEL R
: (Ref. 23:p. 6-11 ™
. Tog maintain public confidence in the integrity of the s
Department of the Navy which 1s essential to the performance }

of 1ts mission, all naval personnel shall comply with the ..

following standards of conduct: v

' s,

i 1. Avold any action, whether or not specifically v
K prohibited, which might result in or reasonably be :
expected to create the appearance of: :
| N
3 - Using public office for private gain, ;
l._

. - Giving preferential treatment to any person or entity, f
) =
; - Impeding Government efficiency or economy, N
: "N
: - Losing complete independence or impartiality, v
- Making a government decision outside official .
: chanrels, or o
3 r.4
re

- Adversely affecting the confidence of the public in r:
the integrity aof the Government. ;'

?\

2. Do not engage in any activity or acguire or retain any }:
financial interest which results in a conflict between ?.
your private interest and the public interest of the <)

United States related to your duties. e

)
3. Do not engage in any activity that might result in or Y.

reasonably be expected to create a conflict of 1nterest. \:

\.-

. . Do mot accept gratuities from defense contractors. &j
S

' 5. Do mot use your official position to influence any t
person to provide an, DU i.ate benefit. R

=. 2o nrot use 1nside 1nfo-nacion to further private gair.

- Jo rot use your rark, ti1tle, or position for commerciai ;

purposes. )

. NSO
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10.

1.

i1e.,

Avoid outside employment or activity that 1is
incompatible with your duties or may bring discredit to
the Navy.

Never take or use Government praoperty or services for
other thanm officially approved purposes.

Do not give gifts to your superiors aor accept them fraom
yvour subordinates.,

Conduct no official business with persons whose
participation in the transaction would be in violatian
of the law.

Seek ways to promote efficiency and ecarnomy in
Government operation and public confidence in its
integrity.
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APPENDIX C
' —
,ﬁ STANDARDS OF CONDUCT PRESENTATION
;} (Ref. 24:Enclosure]l .
»
2« CODE OF ETHICS
Al
n',
'j (PROPQOSED)
Ny ¢
i v
:3 As an employee/military member of the Department of the
) Navy, occupying a position of trust and responsibility to )
. the Navy and the country, [ pledge to observe the highest \
:4 ethical standards in the performance of my responsibilities. :
X< In furtherance of this pledge, I shall:
e
‘n‘ - Not use my position for perscnal or family gain.
;3 - Not accept gifts, favors, or entertainment from '
- individuals or corporations who do or may do business
> with the government.
N
:S - Not tolerate theft or perscnrnal use of government
p- materials, services, or facilities, noc matter how .
o insignificant. .
: - Not give preferential treatment to any person or
- entity regardless of prior persocnal aor professioral :
< association or for any other reason. )
; - Insure the government gets a dollar’s worth for every
" dollar spent. :
S ;
;{ - Report any actual or suspected violation of this Code !
5 cf Ethics ar any other guesticnable conduct of
= government personnel.
- s
" EXPLANATION OF THE CODE CF ETHICE (‘with problem examples:
- 1. Not use my position for personal or family gaing s
- PROBLEM: The son of a = contracting officer
55 ~11ll be graduating sgon from —Zzllege. He has scheduled X
1y interviews with a number of engineering firms. Orne of these .
:1 firms does substantial bus.ress with _ v 1n fact, K
N subject contracting officer 1s currently conducting ’
iy negotiations with the firm. what should the contracting i
&‘
()
: =18} K)
N /
Al
) N a
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officer do? Suppose the son accepts employment with the
firm?

SOLUTION: The contracting officer should disqual:ify
himself fram further work relating to the contractor untii
the guesticr of his son’s employment with the firm 1s
resolved. If his son accepts employment with the firm ang
continues to reside at home, the CO should disqualify
nrimself “rocm work relating to the firm until his son leaves

the haousehold. At that time, he should make full disclosure
to h1s superiors and seek their decision relating to future
involvement with the firm. Regardless of the decision of

his superiors allowing future involvement with the firm, the
appearance of impropriety will continue to exist.

PROBLEM: Mr. Errington is the head of contracts at a

__________ field contracting activity. He has been
concerned recently over the filling of a contract specialist
position 1n his organization. He will interview the
applicants and make a selection. One of the applicants is
an individual who works at the local bank with whom Mr.,
Errington has a pending loan application. What should he

do”

SOLUTION: A conflict exists. Mr. Errington should

withdraw himself from any participation in the selection
process.

PROBLEM: You work for the Assistant Technical Director
of the Navy lab in San Diego. It comes to your attention
trnat your boss’s scn 1s working on a study that i1s part of
the contract work being performed under your supervision.
Investigation shows that the study was funded as part of a
24,9992 non-competitive add-on to the existing contract.
Thi1s contract action was proposed and authorized by the
dssiztant Technical Director, 1n the amount specified and as
a soie source award to the subject firm. What should you
do?

SOLUTICN: The facts presented indicate fraud and

vidlation of the Standards of Conduct regulations. The
matter should be turned over to appropriate command, IG. or
Masy 1nvestigative channels. As this case actually

developed, i1t was determined that the individual involved
had falsified the DD 1555 he had submitted by not indicating
nis soan’'s emplcyment by the Navy contractor., With regarag to
the zonrnt-actor, the contract add-on was terminated for
defauit and any funds pai1d the contractor were recovered.

2. Not accept gi1fts, favors, or entertainment from
1indiv13uals or corporations who do or may do business with

the government.
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PROBLEM: Supreme Business Machines has sold some of i1its
business machines to
some of the machines., advises that she and a number of octher
__________ secretaries have received invitationms to a show
of Supreme’'s new line. Refreshments amd a lunrnch will be
provided. What should you do?

Your secretary, who uses

SCLUTION: While the secretaries do not have the
responsib:ilty to select _____ = _ egquipment, their
cpi1-ions may be valuable. It appears that the contractor 1s
attempting to start a campaign within your organization for
his equipment. The lunch and refreshments being provided
are in the form of gifts, favors, or entertainment. The
invitations should be declined and, if deemed appropriate, s

technical representative could be sent to the

PRGBLEM: You are the ethics/standards of conduct advisor
to the F-30 Program Manager at MAVAIR. He has received an
imvitation to the American Seapower Association’s annual
ginner at a Washington, D.C. hotel. The VCNO will be the

guest speaker. He requests your advice re attending the
affair. He relates to you that Navy brass attend thics
affair every year. You 1investigate and discover that the

associration 1s a private association which supports a strong
Navy3; that 1ts pragram has been approved annually by the
Director for Community Relations, 0ASD(PA); that the
argantizatian invites guests and not individual contractors;
there is random seating; that i1t 1s the practice of the
association to use funds provided by contractors to i1invite
Mavy personnel dealing with the contractor; that these
dinners bring together important Navy officials with
representatives of the Defense i1ndustries; and that MNavy
personnel are often invited to company hospitality suites
after dinner. You have a gut feeling that the contractors
are only using the affair to do indirectly what they cannot
Jo agirectlys ie. ingratiate themselves with Navy personnel
through the use of gratuities. What do you advise?

SOLUTION: Attendance at the affair under the
circumstances outlined 1s not a vioclation of Navy Stangards
¢ Conduct. You should advise that attendance at contractor
nospitality sultes 1s not appropriate, as 1t constitutes a
proscribed gratuity. You should also encourage bim not to
be corralled at a table of Navy personnel and contractcr
renresentatives of the F-30 contractor. Random seating
should be 1nsisted upon. Any business that needs to be
zonducted should be conducted at the office during the
~ormal business day. Thi1s problem focuses on the difficult,
of providing advice 1n the area of government ethics, The
gratuities problem 1s a serious one that needs to be
addressed 1n more detail by DoD. Congress 1s also looking
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at this area 1n light of 1ts concern over gratuities at
shipbulilding ceremonies.

PROBLEM: The APWO goes out to lurnch with a service
ccrtractor on the base. During lunch, the contractor pays
the tab, including drinks. A few days later, the APWO si1gns
a change order to the service contract providing substantial
add:ti1onal funds to the contractor. Had the APWO acted
improper Ly

SOLUTION: It i1s clear that the APWD has accepted
graturties from the contractor 1r violation of Mavy
Stangards of Conduct. Wnether tne ~esultant contracting
ac*tign 15 tainted cannot be determined on the facts
presented herein, although there exists a strong inference
of improper action. Appropriate investigsation must be made
to determine if action against the contractor is warranted.
Even 1f the change order was appropriate, the actionms of the
contractor in providing a gratuity to the APWO is a
viclatian of the Gratuities Clause in the contract which
cculd subject the contractor to possible termination of the
caontract.

FROBLEM: It 1s Chraistmas time and the ______ staff
15 1nvited to attend a Christmas party hosted by one of the
contractors who does business with the office.

The party 1s scheduled to last all afternoon, there will be
an open bar, an all you can eat buffet, as well as live

entertainment and dancing. The contractar has indicated
that there will be a charge of $5.00 per person for ali
atterdees. A large number of the staff attends.

Is there a violation of the Standards of Conduct?

SOLUTION: It 1s a vioclation of the Standards of Conduct
for Navy personnel to attend a contractor sponsored part,.
The fact that a charge of $5.00 was required would onrly
alter this conclusion if the $5.00 amounted to a reascnable
share of the actual per persor cost of the party. On 1ts
face. considering the likely cost of what is being provided,
$5.30 does not cover the reasonable cost of the party.
Therefore, attendance at the party 1s a vioclation of the
Standards of Conduct. Once aga:n, the contractor faces
possible contract action because of his viclation of the
Gratuirties Clause.

PROBLEM: The facilities administrator of family housing
at & large Public Works Certer oversees contractor

performance on a8 number of FWC facility contracts. During
the course of one meeting he mentions to the caontractor that
ne 15 planning to have hi1s rcoocf replaced at home. A week

iater he returns home from worke *0o discover that the roocf on
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hi1is home has been replaced by the contractor. Has there
been a violation of the Standards of Conduct?

SOLUTION: A gratuity has beer provided by a government

contractor. The fact that 1t was nct sought by the emplovee
1s only relevant to potential wrongdoing on the part of the
employee. The employee must i1mmediately make full

disclosure ang will likely be erxpected to reimburse the
contractor for the reascnable value of the roof work
perfaormed. Once agaln. the contractor faces possible
adverse contract actiaon,

3. Not tolerate theft or persconal use of government
materi1als, cservices, or facilities, no matter how
insaignificant.

EXAMPLES: personal photocopyings 1mproper use of
government vehicles, sick leave abuse, selling commercial
products on government time or 1r governmment facilities, anag
personal telephone calls.

PROBLEM: Mr. Wilson 1s thne ROICC at White Marsh NAS, A
part of the emphasis to train contracting personnel, he has
arranged for his contracting personnel to attend courses at
a local educational 1nstitution. These courses are paid for
by the Navy as appropriate trainming. Later, the attendees
noti1fy Mr. Wilson that the school overcharged the Navy and
desires 1nstructions relating to making a refund toc the
government. The amount of the refund is approximately
$3500.00. Mr. Wilson, aware that there 1s course material
avallable from other courses, the receipt of which would be
peneficial to the training of his personnel, advises the
schocl to make the refund check pavyable to him, as ROICC.
When the check arrives, Mr. Wilson deposits it in his
checkling account and proceeds to order the material noted

above. Through careful purchasing he 1s able to secure
$303.15 worth of materials for the office. He does not seek
reimbursement of the $3.1S5. Has Mr. Wilson acted

1mproperly?

SOLUTION: Regardless of Mr. Wilson’'s motives and
actions, he has acted i1mpraoperly 1n converting government
funds to his own use, cutside of proper fiscal, accounting
and contractual channels. He has violated statutory and
regulatory requirements relating to the receipt of funds due
the government. The $300.00 must be turned into the
Treasury.

PROBLEM: A Navy emplayee at a Naval Weapons Station 1s
authori1zed the use of a government vehicle to perform his
wOrk. Each day at lunch time, he departs his office and
drives 1nto the secured portion of the base to have lunrch
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with a group of hi1s co-workers and play cards. As he 15 nc*

able to take his private vehicle 1nto the security area, ne
drives hls government venicle. The trip 1s approximatel, &
miles each way. Has tre employee vioclated the Standards of
Caoncuct?

CSCLUTION: The use of the goverrmment vehicle to go to
lu~cr and plav cards 1s improper. Government property nas
heen Zcn.erted to the private use of the employee.

PROBLEM: A government employee 1s reqguilired to make
gelivery runs thraougnout the San Diego area. On one day,
the empioyee drives 3 miles ocut of her way to stop by her
trierd’'s house on the way to onrne of her deliveries. AN
acZi1dent gccurs, which 15 1n no way the fault of trne
government driver, Has there been c viclation of the
Stanaards of Conduct?

SCLUTICN: The departure from the normal route of travel,

the most direct armnd reasonable route, results in the
conversion of the vehicle to the personal use of the

emplovee. As such, there 1is a violation of the Standards of
Conduct. This example demonstrates the added potential for
agverse 1mpact an arn employee who converts a governmnment
veriicle to his/her own use. If the government vehicle

li1abi1lity 1s determined, the potential for recovery from the
emplcoyee exi1sts 1n light of the employee’s conversion of the

+ehizle to personal use.

PROBLEM: An employee works as a real estate agent on a
part time basis. He is a supervisory employee and has his

secretary type a few sales notices for him. In additior, be

recelves phone calls at the office conrcerning his real
estate sales and places local return calls from the office
as rmecessary. He often 1s required to attend real estate
closings for which he always takes leave. 0On a few
nccasions, however, he nas not felt good encugh to go to
work, tawken sick leave, but still attended a real estate
ciosing. Has the employee viclated Navy Standards of
Corduct”

SOLUTION: There is no vioclation of Standards of Conduct

for & govermment employee to have a part time job. The
a—tians of this particular employee, however have violated
5tarndards of Conduct. This employee has used government
faci1lii1ties. equipment, and personnel for his personal use.
noagditions the use of sick leave 1s 1mproper. If the
1~dividual 1s unable to work, he 1s likewlise unable tao
perfarm nis part time responsibilities. As a general

cansideration 1n dealing with the guestion of part time
erpls.ment, the supervisar should be advised of the

crosgective employment. If there exists a guestion relatirg
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- to Standards of Conduct, contact should also be made with :
\ 1 .
o the activity counsel. N
al %)
LY

4. Not give preferential treatment to any person or entity
regardless of nmrior personal or professicnal asscciation or
for any other reason.

PROBLEM: CDR Friendly 15 a member of the technical
2valuaticn board to evaluate the technical proposals of a
number of firms for a signmificamt __ contract. You
learrmn that orne of the proposers has as his representative, -y
an 1ndividual who was the best man at the CDR’s wedding, his ]
long time friend, and bought the CDR’s house in San Diegg 2
y@ars ago. What should you do”?

SOLUTION: The relationship outlined above 1is not a
~1clation of any ethics standards as long as no preferential

treatment 1s actually given. However, the proper command v
officials should be notified so that the matter can be ?
" reviewed with the CDR to determine whether his continueaga o
participation serves the best i1interests of the Navy. The .

necessity of his participation as well as the impact of the
appearance of 1mpropriety need to be evaluated.

v

b et
N

PROBLEM: You work in the Public Works Office of a large

Navy activity. You notice that a local firm has begun to b
recel1ve a much greater share of local contracting work than '
pefore. The president of the firm is a woman whom you

giscover has had a recent affair with the Head of the
' Purcnasing Office at the PW0O office. What should you do?

PR
“wn"

o
SCLUTION: The facts presented indicate potential ::
misconduct on the part of the division director. NS
. ARppropriate command officials should be notified as '
indicated above. In this particular case, further .
X 1mvestigation verified that improper conduct had actually r:
- sccurred on the part of the contracting official. },
1 S. insure the government gets a dollar’s worth for every o
. doilar spent. '
X DISCUSSION: Fraud, waste, and abuse have become a hign :?
: priority item withim DoD. Its detection and correctign N
i r2quire the dedicationrn of sigrnificant DoD resources. A no
major component of amy such program must include the active ;
carti1z:pation of each of us toc i1nsure the govermment gets )
@t 1t 18 contracting for ang that its property, personnel - ;
; ard resources are not misused. Theretore __ expects x
, 4= *D2: aggressively perform cur contracting el
; responsibilities, aopply sound business judgement to all \i.
' o procurement, pursue any contractual, s
agministrative cor other legal remedies for any 1mproper )
N
o) j§
/ :\
! S
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)
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contractor activitys, aggressively monitor contractor
performance, and be alert, guestion, protect tne Navy a3s .ou
would yoOur own resources.

o Report any actual or suspected wvinlation of this Code oF
Etrni1cs or any other guestionable conguct of government
personnel.

DISCUSSICN: Each of us must accept the responsibility %o
nical canduct 1n the federal service. We i1gnore
conduct at cur own peril. Failure to report such
oper conduct could result 1n actions being taken against
Yy Ou . The reporting of such suspected 1mpraper conduct car
ne to your supervisor, the IG gffices, the DoD criminal
1nvestigatory organizations, counsel, or the confidential
rotlines available.

ui
3 C
n
N 32

CONCLUSION: The purpose of this presentation has been to
rei1gnrter your awareness of this very important part of aur
resporsibility as a government employee. We are responsible
for our own conduct as well as for reporting suspected
misconduct by others. Violations of Standards of Conduct
can no longer be ignored or swept under the rug, 1f in fact
that ever occcurred i1n the past.
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APPENDIX D

NATIONAL CONTRACT MANAGEMENT ASSOCIATIAON

CODE OF ETHICS
(Ref. 251

PREAMBLE

Each member of the National Contract Management Association
accepts the obligation to uphold the purposes of the
organization as set forth in the NCMA constitution, to
strive for the increase of krnowledge in job performance and
the field of contract management, and to abide by the letter
ard spirit of the ethical standards of the Association.

As prescribed 1n Article X of the By-laws to the
Coenstitution of NCMA, this CZode of Ethics establishes *or
the member a foundaticn of professionrnal conduct. However,
ethical conduct may require more than merely abiding by the
letter of trhe Code. It 1s therefore incumbent upor each
member of tne Asscciation to make a commitment to horcrable
behavior 1n all aspects of work and professional activity,

STANCARDS
Fach member of NCMA shall:

1. Strive to attaln the highest professional standards of
jobt performance, to exercise diligence in carrying out
the duties of his or her emplovyer, and to serve that
employer tao the best of one’s ability.

2. Keep informed of acquisition developments, through
academic course work and attendance at symposias, 1n
arder to increase knowledge. ski1lly and thoroughness cof
work preparation.

L)

. Respect the confiderce arnd trust reposed 1n the member
by ane’s employer.

o, Conduct coneself in =suc~ & marrner as to bring cred:it ugpon
tre Associations as well: as to mailntain trust and
confidence in the i1nteg-.%, of the acguisition process.

en

A4voi1d engagement in arv tramsaction that might conflict
wlth the proper discharge -f ore’'s employment duties oy
~t

,
reasgn of a finarcia: 1~terest. family relationship, or
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any other circumstance causing a breach of confidenrce i1n
the acguisition process.

Ve

v
.

s

& Nogt knowingly influence others to commit any act trat
would constitute a violation of this Code.
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