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ABSTRACT OF DISSERTATION

THE PERCEPTIONS OF EXPERIENCED CONSTRUCTION
PRACTITIONERS REGARDING ETHICAL TRANSGRESSIONS
IN THE CONSTRUCTION INDUSTRY

This study discusses the results of a national survey, conducted in 1999, designed
to assess the perceptions of experienced construction practitioners regarding the
“frequency” and “seriousness” of ethical transgressions within the construction industry.
A questionnaire was sent to 1,450 systematically selected members of the Associated
General Contractors. A total of 321 useable questionnaires were returned, or 22 percent.
These construction practitioners were asked to consider 15 issues that may typically arise
for those working in the construction industry in the normal course of operations.
Examples of the issues include improper or questionable bidding practices; poor quality
of work; misrepresentation of completed work; abuse of client resources; discrimination,
harassment, or favoritism; misrepresentation of completed work; and others. Contractors
were asked how often they thought each of the issues occurred and, when they did occur,
how serious did they consider them to be. In addition, the relationship between
construction practitioners’ perceptions of ethical behavior and several demographic
variables were analyzed. The variables included contractor classification (general
contractor or subcontractor), primary market focus (commercial or residential), region of
country, gender, age, education, position in company, years of experience, and whether

the company had a written ethics policy or not.
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The results indicate that the four most frequently occurring ethical transgressions,
according to those construction practitioners participating in the study, were Improper or
Questionable Bidding Practices, Misrepresentation of Completed Work or Value of
Work, Poor Quality Control or Quality of Work, and Technical Incompetence or
Misrepresentation of Competence. The four most serious ethical transgressions,
according to those construction practitioners participating in the study, were Alcohol or
Drug Abuse; Improper or Questionable Bidding Practices; Failure to Protect Public
Health, Safety, or Welfare; and Poor Quality Control or Quality of Work. Although
several of the demographic vanables analyzed were related to several of the individual
cthical issues, only three - gender, region of country, and experience - were found to be
significant when it came to the summated scores for perceived frequency and/or

seriousness of ethical transgressions.

Barbara J. Jackson

School of Education
Colorado State University
Fort Collins, Colorado 80523
Spring 2000
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CHAPTER
INTRODUCTION

*“Ethics are becoming the defining business issue of our time, affecting corporate
profits and credibility, as well as personal security and the sustainability of a global
economy. From price-fixing to bribery to toxic waste dumping, companies around
the world are engaging in unethical practices and chalking them up to the cost of
doing business. But in an increasingly global economy, where companies are being
scrutinized by the media, private watch groups, government, competitors, and their
own employees, it is just such unethical practices that deplete profits, jeopardize
reputations and, in cases like Barings Bank, risk the entire business. By the most
conservative estimate, yearly losses due to unethical behavior equal more than the
profits of the top forty corporations in North America.”

(From the “Ethical Imperative,” John Dalla Costa, 1998)

The Problem

Two hundred years ago, Benjamin Franklin insisted that business is the pursuit of
virtue. The founding fathers of this country were businessmen, not saints or military
heroes. Franklin insisted that business is a way of life that is, at its very foundation,
cthical. What is more central to business than taking contracts seriously, or paying your
debts on time as agreed, or coming to mutual agreements about what is fair exchange?
Ethics are not superimposed on business. Business is itself ethics, defined by ethics,
madc possible by ethics (Soloman, 1994).

Do the business and ethics perceptions of Benjamin Franklin and Solomon hold
even a thread of resemblance to perceptions held today? Or do the concerns of Rushmore
M. Kidder, President of the Institute for Global Ethics, hold more validity in today's fast
paced, high pressure, high technology society. Kidder (1997) is concerned that we may
not survive the twenty-first century with the ethics of the twentieth century, and suggests
that we are raising an entire generation of people without their own built-in sense of

ethics.
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The word ethics comes from the Greek ethos, which means character but has
nearly the same meaning as the word morals (Griggs, 1997). In a survey conducted by
Badger & Gay (1996), ethical conduct was named to the list of the "Top Ten Lessons
Learned" in construction contracting. It was number ten. According to the construction
professionals interviewed, the key to being ethical is usually just a matter of treating
others with the same degree of honesty with which the interviewee would like to be
treated.

Although little has been written on the topic of ethics in construction, they are by

no means a new issue. Around the year 2,200 BC, Hammurabi, the ancient king of

Babylonia, laid out the first specific rules to govern the ethics of builders (Griggs, 1997).

Feld (as cited by Griggs, 1997) quotes Hammurabi as follows:

"If a builder build a house for a man and do not make its construction firm
and the house which he has built collapse and cause death of the owner

of the house--that builder should be put to death."

"If it cause the death of the son of the owner of the house--they shall put

to death a son of the builder."”

"If it cause the death of a slave of the owner of the house--he shall give

to the owner of the house a slave of equal value.”
"If it destroy property, he shall restore whatever it destroyed, and because

he did not make the house which he built firm and it collapsed, he shall

rebuild the house which collapsed at his own expense."
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"If a builder build a house for a man and do not make its construction
meet the requirements and a wall fall in, that builder shall strengthen

the wall at his own expense.”

Dan Nabholz, the CEO of Nabholz Construction Corporation, suggests that there
have always been and always will be unethical general contractors (Nabholz, 1995). He
asserts that construction is a peopie business and attracts a full spectrum of personality
types. However, he sees ethical standards on a downward trend. He suggests that society
and industry are changing and attributes some of the downtumn in ethical conduct to the
following:

--Today's constructors represent a different generation. The values they learned

are different.

--The industry is seeing more and more absentee owners of construction
operations.

--Construction managers appear to have more of a short-term perspective, one tied
to bonus compensation. You're paid for bottom line performance, not your code
of ethics.

--Purchasing decisions are more likely made in a high-rise office building, far

removed from the job site, by people you never see or touch.

With very little research on the subject of ethics in construction, it is difficult to
know what does go on in the construction industry, or how the industry itself perceives
it's own ethical conduct. There are those who would argue that ethics and business just
don't go together. Many think this is especially true for the construction industry as is

indicated by the following statement, "The construction industry is associated with
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trouble and should not be trusted.” This statement is the consensus of the top print and
broadcast media executives in the U.S. as reported in a survey commissioned by the
Construction Industry President's Forum (Reid, 1995)

According to Nabholz (1995), there is more public cynicism for building
contractors. The word "contractors” has a negative spin, due in part to 60 Minutes-types
of broadcasts of military and government purchasing scandals. He further suggests that
owners are more likely to perceive general contractors as being untrustworthy and
carming obscene profits.

Each year as the spring building season approaches, the usual waming of "buyer
beware" is broadcast on the nightly news. Viewers are wamed to protect themselves
from the local “contractor scam artist.” When contractors themselves are asked about
cthics in construction, a common response is "what ethics"? Whether this statement is
being made in jest or not, ethics are no laughing matter.

In Kidder's (1995) book, "How Good People Make Tough Choices," an incident is
described involving fiftecen minutes of ethical uncertainty on the part of a well known,
highly respected CEO of a major defense contractor. This "momentary" ethical lapse
cost him his career. The CEO now refers to this incident as a CEM, or a "career ending
moment."

To even discuss ethics in construction is a difficult task. It appears to be easier to
ignore the ethical issues of construction than it is to confront them. However, ignoring
cthical dilemmas, and failing to make ethical decisions can lead to serious consequences.
The need for ethical clarity in business, especially in construction, is vital. The subject of
ethics is a tough issue to address, but not addressing it is even tougher. According to
Greengard (1997), in the early 1990's, Sears, Roebuck & Company came under intense
fire for its automotive repair practices. After an investigation by officials in several

states, the
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company was charged with systematically overselling parts and services to 933,000
customers. Greengard (1997) goes on to explain that allegations of wrong doing included
making false and misleading statements, fraud, failure to state clearly what parts and
labor were on repair invoices, and false advertising. By the time Sears agreed to accept
responsibility of wrongdoing and settle for more than $40 million, the company was
reeling from bad press and dismal public opinion.

The stakes for ethical misconduct are very high in all industries, but, given the
scopc and magnitude of the construction industry, no other industry should be more
concerned or reliant upon ethics. In 1997, the Commerce Department projected that 1998
new construction would edge up to $504 billion (Ichniowski, 1997). According to the
National Center for Construction Education Research, the construction industry makes up
8% of the Gross National Product of the U.S.; more than the automotive and steel
industries put together. Over 5.4 million people work in the construction industry.

Accomplishing a construction project is no easy task. One must coordinate the
resources, time, and communications of all organizations involved. Coordinating the
resources includes financing and management from both the contractor and the owner,
manpower, and countless suppliers and subcontractors. The construction project is a
complicated process involving many variables which must be pulled together to complete
the desired work in a given time frame under constantly changing conditions (Diekmann,

Girard, & Abdul-Hadi, 1994).

"It is ironic that the one industry in the country which

more than all others depends upon coordination, cooperation,
and teamwork among multiple participants, should be the
country's most adversarial industry” (Groton, 1991)
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Purpose Statement

Given the limited empirical data that exist in the area of construction ethics, this

study was exploratory in nature. The purpose of this study was to assess the perceptions

of experienced construction practitioners regarding the "frequency" and "seriousness” of

ethical transgressions within the construction industry.

The relationship between experienced construction practitioners' perceptions of

cthical behavior within the construction industry and the demographic variables of

gender, age, education, position in company, experience, contractor classification,

primary market focus, size of company, union affiliation, region of country, and the

existence of a company code of ethics, was investigated.

Research Questions

L.

89

How frequently do each of the ethical transgressions described in the 15 item
questionnaire occur in the construction industry, and when they do, how
serious is it considered by experienced construction practitioners?

How do the perceptions of residential construction practitioners and
commercial construction practitioners differ regarding the "frequency" and
"seriousness” of ethical transgressions within the construction industry?
How do the perceptions of general contractors differ from subcontractors
regarding the "frequency" and "seriousness" of ethical transgressions within
the construction industry?

How do the perceptions of male construction practitioners differ from female
construction practitioners regarding the "frequency" and "seriousness" of
ethical transgressions within the construction industry?

What relationships exist between experienced construction practitioners'

perceptions of the "frequency” and "seriousness"” of ethical transgressions
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within the construction industry, and the demographic variables of age,
education, position in company, experience, company size, union affiliation,

region of country, and existence of company code of ethics.

Definition of Terms and Abbreviations

The following terms were defined as used in this study:

1.

A9 ]

Ethics: The study of the general nature of morals and of the specific moral
choices to be made by the individual in his relationship to others (American
Heritage Dictionary).

Morals: Of or concerned with the principles of right and wrong in relation to
human action and character (Webster's II New Riverside University
Dictionary).

Ethical transgression: For the purposes of this study, an ethical transgression
was defined as an act or behavior considered to be improper, illegal, or in
violation of standard practices, common trusts, boundaries, or limits.
Experienced construction practitioner: For the purposes of this study, an
experienced construction practitioner was be an individual with at least five
years of construction experience in either a management or field position.
Residential construction practitioner: For the purposes of this study, a
residential construction practitioner was an individual whose primary
construction business involves the building, remodeling, or renovating
residential properties such as single family and multi-family dwellings.
Commercial construction practitioner: For the purposes of this study, a
commercial construction practitioner was an individual whose primary
construction business involves the building, remodeling, or renovating
commercial, industrial, or heavy highway properties such as hospitals, office

buildings, schools, industrial plants, roadways, and bridges.
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6. General Contractor: One that agrees to furnish materials and/or perform
services at a specified price, especially for construction work. The typical
contractual relationship is between general contractor and owner.

7. Subcontractor or Specialty Contractor: One who enters into a subcontract and
assumes some of the obligations of the general or primary contractor. The
typical contractual relationship is between the subcontractor and the general
contractor.

8. ABC: Associated Builders and Contractors

9. AGC: Associated General Contractors

10. NAHB: National Association of Home Builders

Delimitations

In order to facilitate the research, the following delimitations were identified:

1. Data were collected from only those construction practitioners who were
listed in the most current membership lists of the AGC. Construction
practitioners who were not members of this association at the time of the
survey were not included in the study.

2. The membership list of the AGC includes contractors/builders,
subcontractors, suppliers, and associate members. Only general
contractor/builder or subcontractor members were selected from the

membership list of the AGC.

Assumptions

The following statements identify the assumptions recognized in relation to this
research:
1. The individuals selected to participate in this study were representative of

the population being studied.
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2. It was assumed that the respondents' answers was accurate, honest, and
representative of the current construction environment and of the
respondents’ actual experiences.

3. The individuals surveyed had a knowledge base sufficient to answer the

questions on the survey.

Significance of the Problem

According to USA Today (Jones, 1997), a major study, based in Bryn Mawr,
Pennsylvania, found that ethical and legal lapses are common at all levels of the
American workforce. Nearly half, 48 percent, of U.S. workers admit to taking unethical
or illegal actions in the past year.

Ethics should be an issue of great concern to all business, including construction.
An industry that operated on trust and a handshake 30 years ago now experiences an
unprecedented degree of legal actions (Diekmann, Girard, & Abdul-Hadi, 1994).

The media has been filled with bad press regarding lapses in ethical behavior by
those in the construction industry. With so much of the public perception coming from
the media's coverage of the construction industry, it is not surprising that the American
public is cynical--and the media finds no shortage of unethical behavior to publicize. For

example:

--Pizzagalli Construction Company has agreed to pay $950,000 to
settle claims by two former employees who accused the contractor
in a lawsuit of defrauding the government by building weak masonry
walls on a barracks construction project at Fort Bragg, N.C. (Korman, 1997).
--Five construction firms pleaded guilty to bid-rigging and kickbacks in the
interiors market in New York City (Tulacz, 1998).

--Defiant engineer loses $62,000-a-year city engineering job for refusing to
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stamp plans for road repairs prepared by others in a way he believed would
violate laws and engineering ethics (Korman, 1998).

--North Carolina Governor James Hunt is overhauling the Department
of Transportation after months of scandal tarnished the panel of political
appointees that oversees the agency's $2-billion construction fund (Buckner-

Powers, 1998).

Public attention regarding bid rigging schemes, elaborate kick back operations, fly
by night contractor rip-offs, and horror stories about price gouging all add to the concerns
regarding ethics in construction. Add on top of these an increased public interest in
issues of environmental impact and safety, as well as an increase in stringent regulations
imposed by the government, and one can see why construction companies might be
interested in focusing their attention on the ethical aspects of both their policies and their
personnel.

There was a time not too long ago when business ethics, ethics training, or ethics
policies could have been looked at as a novelty, a public relations tactic, or a mere
window dressing for those companies who couid afford them. This is no longer the case.
In November 1991, the U.S. government introduced new federal sentencing guidelines
for corporate misbehavior. These guidelines allow for enormous fines and even prison
terms for guilty executives. Ethics has now become a major issue for corporate America
(Garone, 1994).

However, even in the face of enormous litigation and claims costs and increased
government regulation and intervention, the construction industry lags far behind in its
cfforts to shed some light on the complex issue of ethics.

As stated above, much media attention has been given to the negative ethical

behavior that has occurred in the construction industry. However, does this negative
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media coverage present a realistic view of the true ethical climate of the industry? Or
have a few bad apples spoiled the barrel?

This study provided important information regarding the perceived frequency and
seriousness of ethical transgressions within the construction industry by those who have
direct, first hand knowledge about such behaviors - experienced construction
practitioners themselves. Not only did the study assess the overall perception of the
industry held by those who work in it, but it also addressed specific areas of concern.
Although most contractors only think of bidding and estimating practices when speaking
of construction ethics, this study also shed light on other ethics issues as well, such as
safety, harassment, conflicts of interest, drug abuse, etc. This study provided insight into
whether the media's perception of the ethical behavior of those who work in construction
bears any resemblance to the actual ethical behavior of the industry.

Once there is a better understanding of the basic ethical perceptions that exist
within the industry, further efforts can be made to address some of the more complex
ethical concerns. With information pertaining to the frequency and seriousness of ethical
transgressions within the industry, contractors can better prepare to deal with the issue of

construction ethics in a more proactive and direct fashion.

Investigator's Perspective

The researcher is currently an Assistant Professor of construction management at
California Polytechnic State University in San Luis Obispo, California. The courses
taught by the researcher include Construction Estimating, Team Problem Solving,
Leadership, and Communication, Interdisciplinary Functions of Construction
Management, Residential and Light Commercial Construction, Concrete Technology,
and Principles of Construction Management. The topic of ethics is taught at various

degrees in all courses.
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Prior to returning to the university, the researcher was directly involved in the
construction industry for 20 years. From 1975 to 1984, the researcher was employed as
an estimator and project manager for both residential and commercial construction firms
in Colorado, Arizona, and Virginia. In 1984 the researcher formed her own design/build
construction company in the state of Virginia, primarily involved in residential and light
commercial building. She operated this company from 1984 to 1996. Throughout the 20
year span of her career there were many opportunities to witness first hand ethical
dilemmas that face those who work in the construction industry. Issues addressed in this
study's questionnaire such as technical misconduct or misrepresentation, conflicts of
interest, discrimination, misuse of resources, failure to protect public or employee health,
improper relations with clients, contractors, or subcontractors, improper political or
community involvement, mishandling sensitive information, failure to reconcile
employee concerns, alcohol or drug abuse, failure to protect the environment, and poor
quality of work are constantly at the forefront of construction decision making.

As in any business, the researcher believes that there are many gray areas
regarding ethical conduct within the construction industry. The researcher also believes
that the pressures of the industry combined with the lack of clear-cut direction from upper
management make it increasingly difficult for employees of the industry to avoid ethical
transgressions. Unless a company intentionally defines the parameters of ethical conduct
for its employees, there is no assurance of consistent behavior or decision making. In 20
years of working in the construction industry, the researcher rarely saw a contractor get
into trouble with building officials, customers, subcontractors, or suppliers because they
did not know enough about construction. However, the researcher often saw contractors
get into trouble because they did not have "clear-cut ethical standards" by which to
operate their businesses.

As a young college graduate, one of the first things the researcher was asked to do

as an assistant project manager was to front end load a schedule of values. Front end
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loading means that the contractor, instead of pro-rating jobsite overhead costs and its
profit in all of the items in the schedule of values, adds these items to a relatively few
activities that will be completed early in the project. This allows the contractor to
"secretly” bill for all of its overhead and profit early in the project, thereby negating the
adverse effects to its cashflow of any stipulated retainage (Kirksey & Maute, 1996). It
was told to her, that everyone in the business made this adjustment, and that all the
parties involved accepted it as standard practice, including architects who are typically
responsible for approving the schedules of value and applications for payment. Many in
the industry would argue that this is not an ethical issue. They would simply assert that
the practice is just "good business." However, there are also those, who question such
behavior, as indeed they should. Such practices open up the potential for a civil fraud
claim according to Kirksey & Maute (1996). This is just one example of the confusion
and lack of clarity that exists around the issue of ethics in the construction industry.

There are many questionable behaviors that have actually become "standard
practicc” for some contractors in the industry. They have become "standard" in the sense
that even the contractors who do not practice or condone them have come to accept them
as simply the nature of the business. Such things as bid shopping, front end loading
schedules of value, and using funds from one job to finance another are some of these
questionable behaviors. How prevalent some of these questionable practices are is
unknown. One of the purposes of this study was to try and find that out.

The researcher believes that the vast majority of contractors conduct their
businesses in an ethical fashion. However, it is disturbing that the behavior of those who
do not goes undeterred and, therefore, is interpreted as being acceptable. Unfortunately,
such questionable behavior tarnishes the reputation of those who conduct themselves

cthically, and jeopardizes the industry as whole.
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CHAPTER 11

REVIEW OF LITERATURE

Very little research exists in the area of ethics as it relates specifically to the
construction industry. Ethics, however, is fast becoming a topic of great interest to much
of industry and business. Recent surveys suggest that over three-quarters of America’s
major corporations are actively trying to build ethics into their organizations (Stark,
1993). Although the construction industry is not specifically identified in most of this
literature review, the overall impact of ethics can easily be interpreted from industry and
business in general. This literature review considers the following general areas:

--Ethics and the law

--Ethics and the media

--The current ethical climate in the American workplace

--Business practitioners perceptions of ethics

--The impact of ethics on performance

--The issue of gender in relation to ethics

--Position, age, and experience as factors influencing ethical perceptions

--Efforts to curb ethical misconduct

--The impact of ethics education
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Portions of this literature review are taken directly from Cole's (1993) research regarding
the "Perceptions of College Business Students and of Experienced Business Practitioners
Regarding the Ethics of Business People, and from the researcher's earlier study

(Jackson, 1998).

Ethics and the Law

According to Kidder (1995), John Fletcher Moulton, an early twentieth century
English jurist, penned a short piece titled "Law and Manners," published posthumously in

The Atlantic Monthly in 1924 and distinguished "the three great domains of human

action" as positive law, free choice, and manners. Kidder suggests that what Moulton
called "manners" we would call "ethics," and that Moulton's phrase for ethics remains
one of the more useful and astute definitions of ethics ever devised: "obedience to the
unenforceable."

Laws binding upon us which must be obeyed characterize the domain of law
according to Moulton, and distinguishes this domain as obedience to the enforceable,
where punishment--or at least some fear of it--results from disobedience. At the opposite
end of the spectrum lies Moulton's third domain, that of free choice. It includes all
actions where we claim and enjoy complete freedom. Kidder (1995) explains that while
it may be smaller than the domain of law, it is deeply significant, embracing (in many
Western cultures) such vital questions as whom you choose to marry and what religion
you will follow.

Kidder (1995) summarizes that between the domains of law and free choice lies

what Moulton referred to as manners (ethics):
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" A large and important domain in which there rules neither positive law nor
absolute freedom. In that domain there is no law which inexorably determines
our course of action, and yet we feel that we are not free to choose as we would.

It grades from a consciousness of a duty nearly as strong as positive law. It is the

domain of obedience to the unenforceable. That obedience is the obedience of a

man to that which he cannot be forced to obey. He is the enforcer of the law upon

himself."
Kidder (1995) argues, as does Moulton, that because this ethical middle ground lies
between the region of absolute choice and the region of absolute law it is constantly at
risk of encroachment from both sides.

According to Kidder (1995), Moulton's observations make it clear why the old
adage "If it ain't illegal, it must be ethical" is so deeply flawed. Ethics and law are as
different as the unenforceable from the enforceable. Kidder likens the law to a kind of
condensation of ethics into codification: It reflects areas of moral agreement so broad that
a society comes together and says, "This ethical behavior shall be mandated." Kidder
further suggests that Moulton's distinctions also make something else clear: When ethics
collapses, the law rushes in to fill the void. Many of the laws people take for granted

today were nothing more than ethical question marks only a few decades ago (Greengard,

1997). An example given by Kidder (1995) helps explain this shift from ethics to law:

"As recently as the 1950's, you didn't throw litter from a car window simply
because people don't do those things--because it was the wrong thing to do. Now
you don't toss litter because there are substantial fines for so doing. What was
once (in Moulton's terms) a second-domain issue of ethics has shifted to a first-
domain issue of law."

In this regard, Kidder (1995) asserts that a powerful indicator of ethical decay is

the glut of new laws, and new lawyers, spilling onto the market year after year. In the
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last five years there has been a steady rise in lawsuits against builders and trade
contractors for construction defects (Homebase News, 1998). Although this assessment
does not indicate an increase in new laws or lawyers, it may be similarly reflective of the
ethical climate.

Evidence of an issue of ethics shifting to an issue of law in the construction
industry is depicted in an article about a questionable bidding practice known as "bid-
shopping.” The article, "Shop Til They Drop" (ENR: Engineering News-Record, March
9, 1992), indicates that bid-shopping occurs when a prime contractor or an owner obtains
price quotes and other information from suppliers or contractors and then uses the
information to induce competitors to submit lower prices. In the article, bid shopping is
described as a cutthroat practice that is running rampant in some areas of construction.
One contractor is quoted as saying "It's lying, cheating, and stealing.” The same
contractor goes on to say, "On a major job, you may spend 80 to 100 man-hours
estimating that job. If you give the numbers to one person who is not honest, your
competition has it in five seconds and you have wasted all your time."

The article points out that some general contractors are outraged and have worked
hard to eradicate such practices. Industry sources say the simple solution is to just say
no. However, according to the article, not everyone has that kind of fortitude, especially
when business is bleak. As a result, bid practice reformers are working on the legislative
front, trying to add bid-listing rules to state procurement guidelines. More than two
dozen states have laws intended to prevent bid shopping (Katz, 1992). These rules do
not outlaw bid shopping per se, but they do make it very difficult for someone to shop a

bid. Bid-listing or bid-filing, as it is sometimes called, generally requires gencral
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contractors bidding on state contracts to list those subcontractors and venders that they
intend to use with their sealed bid. The toughest law against bid shopping exists in a
1939 Massachusetts statute that requires subcontractors to file their bids (bid filing) prior
to bid day. However, in spite of its success, critics claim it bloats the costs of public
works. But on the other hand, both Katz (1992) and the ENR (1992) article argue that
bid shopping itself cheats owners because it provokes subcontractors and general
contractors into making additional change orders and claims, invites cheap substitutions,
and possibly jeopardizes quality, safety, and a number of other concerns.

[ronically, one of the biggest obstacles to controlling or eliminating bid shopping
is the federal government. The Federal Trade Commission (FTC) sees bid shopping as a
form of "auction.” Moreover, the Federal Trade Commission warns that trade
associations that try to bar their members from bid-shopping--as opposing to trying
merely to persuade them not to do it--could be accused of illegal restraint of trade (Katz,
1992).

Referring back to Kidder (1995), the bottom line is that law and ethics are not the
same. According to Kidder, it should go without saying that obedience to law, while it is
usually a necessary condition for ethical action, is not sufficient to guarantee it.

Individuals who merely obey the letter of the law may or may not be ethical.

Ethics and the Media

Cole (1993) suggests that impressions of ethics in business are formed in part by
media reports of business practices, and the media finds an abundance of unethical

behavior to publicize. For example:
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--The president of the $3 billion Phar-Mor discount drug chain is accused of
$350 million corporate fraud. He is fired and the company declares bankruptcy
(Solomon, Shenitz, & McGinn, 1992)

--Federal agents seize over $2 million in cars, cash, and other assets and arrest 19
managers and salesmen of one of the nation’s largest car dealerships. The
Washington D.C. dealership, with 1991 sales of almost $600 million, is indicted
by a federal grand jury on money-laundering charges (**Giant Car Dealership

Indicted,” 1993)

--A father and son are convicted on a total of 137 counts in a federal indictment in
connection with a savings and loan failure that cost taxpayers $2.6 billion and
investors $288.8 million. The charges carry a maximum penalty of 525 years
for the father and 475 years for his son (Reckard, 1993)

--Ernst and Young, the giant accounting firm, agrees to pay the government S400
million to settle charges of improper activities in connection with savings and
loan failures, and two partners are barred for life from providing audit services
to banks or savings and loa