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CORPORATE COMPLIANCE
   Introduction

The core reason for this corporate compliance plan is to iron out legal basis for risk mitigation in international law scope, governance, product liability and enterprise as well as intellectual tangible property. A corporate action plan that takes a form of an alternate dispute resolution outlining procedure Riordan will consider to avoid litigation and ensuing legal costs is also put forward. Being a global plastic producer Riordan Manufacturing recognizes the significance of legal and ethical responsibility. This responsibility not only extends to their consumers, but also to their other stakeholders.

            Ethical culture of a company

     A CEO must be able to measure the ability of the current group of managers and employees to carry out a successful long-term mission from watchful, educated, and, in some cases, emotionally charged stakeholders. The way to measure this ability is by using a recognized metric to establish an ethical position and ethical goals to aspire that give him and shareholders confidence that although failures of integrity are possible, they are not probable. Among the existing metrics that have attempted to become global benchmarks, the ethical maturity index has the advantage of incorporating the core elements of several existing international and regional governance codes, and its application can tell us as much about the long-term prospects of a company as its current share price or dividend policy. This visible way of approaching the ethical culture of the firm sends a powerful message within and outside the organization a value statement in itself.

          Companies and compliance
   Rossi (2008) questioned why firms were reluctant to invent or position themselves as compliance leaders. The typical leadership choices that shape the strategy of a firm involve market, cost, and product leadership. In reality, compliance leadership may outlive all others.

    Cost is often cited as a reason not to be at the forefront of compliance and regulation but she suggested that the costs are more akin to R&D for product development (particularly true for financial services), brand investment which is key to marketing, or efficiency investment that avoids costly operational costs such as fines. When this core capability exists, it is often ignored as a source of competitive advantage, as if it were a risky proposal to be the first to recognize and adopt a regulatory evolution to achieve or sustain compliance leadership. After the collapse of Lehman Brothers in 2008, stakeholders were looking for such leadership in the marketplace. There were no clear winners, but the very survival of the financial system and each individual bank hung by the thin thread of trust that was almost completely torn by the magnitude of the crisis.

            Change management

       Change management, culture, and compliance never trail too far behind, and tight financial times are likely to force mergers and strategic alliances that would never be considered under normal circumstances, making these areas of expertise truly relevant for the modern strategic groups and executive teams. Corporate governance is not practical unless the ethical contract including the “highest need” and “highest good” are agreed upon at the top levels of the organization. 

Szasz (1960) correctly pointed out that anything that people do – in contrast to things that happen to them – takes place in a context of value. In this broad sense, no human activity is devoid of ethical implications. If we apply this concept to business ethics, we can say that these consist of a set of principles that explain human behavior when an individual or a group of people are engaged in an economic activity. 

      Ethical principles

    Individual ethics are shaped by convention to a certain extent, but every gap is filled by individual conviction. Rossi (2008) positioned the “value regions” of Haire, Guiselli, and Porter (Chryssides and Kaler, 1996, p. 163) as proof of the power of external convention. To explain individual behavior, we must look at the pressures exerted on the individual who under the Kantian philosophy we assume to be ultimately free to make ethical decisions. There is of course, a counter argument that will not be discussed here which is that the freedom of the individual on which so much environmental pressure is exercised may not be free or as free as Kant would like him to be. There are a number of theories that rationalize the behavior of the people while participating in business and a summary of their main theme, originators, and supporters appears below.

a) Coincidence theory

   This theory states that good ethics and good business coincide. It therefore makes good business sense to follow an ethical behavior. Profits and ethics coincide. Chryssides and Kaler (1996) criticize this theory due to a lack of supporting evidence and the problem that it does not hold true in all cases. 

b) No difference theory

   This theory states that individuals should uphold the same standard of behavior in their business life than in their personal life. The problem with this theory is that individuals can have

a diverse or even conflicting set of values driving their behavior – irreconcilable differences can arise.

 c) Utilitarian theory

    This is the theory that fits the neo classical definition of the firm best. This definition implies that the firm and, by implication, the individuals who work for it have but one single driver and goal: long-term profits for the shareholders. This is equivalent to the “business is business” utilitarian category described by Rossi (2008). 
                       Ethics and law
     Consider the following statement: what is legal is ethical. Approaching business ethics from this point of view might appear, at first glance, safe and correct. Until shareholders exhibit a less utilitarian influence on management, they will prefer and retain those managers who deliver the highest benefits without much regard to their individual actions. 

     To avoid misunderstandings, there must be an ethical contract among all stakeholders. Shareholders must behave in a way as to make it perfectly clear to the senior management such convention and synergy is what they expect. Regulators and governments must assist with some pecuniary benefits to those shareholders who invest in companies that apply the higher standards they want to embed. Long run
             Regulating for the common good in a utilitarian society

Regulators play a part in extreme utilitarian environments, because there is no social penalty for holding shares of companies that dedicate themselves to activities that contribute to social harm (for example, suppliers of weapons or pornography), and although there is perhaps some social guilt now attached to the same, until individual share portfolios are rated with a social benefit index and perhaps taxed differently, there is no real incentive for the shareholders to differentiate
companies on this basis. If all shareholders were truly rational, investments would naturally shift away from these types of firms, but the evidence suggests that these firms are well capitalized and never short of investors.
               Why compliance?
    The first reason is perhaps that the forced fit between the traditional legal profession and the modern, dynamic, and changing management environment is not easy to achieve.

    The second reason is that the value of the compliance analysis when it is post-facto to implementation of rules and regulations is limited. It serves to answer business questions, but it seldom shapes corporate strategy. 
    The third reason is that building this strength is costly and time consuming. When resources are limited, it is not always possible to feed the expensive needs of a strong compliance department. 

    Business strategy should put the legislative changes in context when they allocate a cost to the new rules, because they also have a value to the business from this point of view. A strong compliance department should feature in the corporate strategy as a plus, as an opportunity to be exploited, and as a unique source of competitive advantage for a firm. Marketing should look at it as a key pillar of the brand identity and investment.

           Compliance: structure follows strategy

Rossi (2008) concluded that the compliance function should ideally not be decentralized, at least on initial inception, regardless of the business model of the firm, because local businesses can make substantial cost savings from a centralized function that will have to provide guidance on what it is that it considers important to monitor, and there will also be duplication if a business’s needs to undertake a benchmarking analysis of all legislation, at the same time as this analysis is made by all others, under different assumptions and standards. For head office, there is no saving of time or effort as it cannot claim ignorance in case of a compliance or regulatory breach.
             Conclusions
       In conclusion, to justify a centralized or decentralized company compliance strategy there will be some areas that need understanding and scrutiny – ethical maturity within the company, level of technical knowledge, and operational expertise at board level, a careful scrutiny of the recruitment, and the selection and performance process to ensure that the ethical legacy or code of ethics permeates the organization and is implemented by the next generation of management and employees.
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