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were told to remove highlights from their hair, to wear sleeves no shorter than mid-
bicep, and to avoid brightly colored clothing. Several women were sent home from the
trading floor for dressing “inappropriately.” One said, “I was sent home for wearing
a short-sleeve dress, even though I was wearing a jacket.” A Nomura spokesperson
said, “The dress code is displayed on the company’s intranet and is intended to ensure
that clients and colleagues don’t feel uncomfortable.”

Lehman bankers also said they found the process for getting approval on deals
was “slower and more difficult than it was at Lehman.” Also, at Lehman, clients
were categorized, in large part, by the fees they paid. At Nomura, more emphasis
was placed on other factors, such as the length of the relationship. The bankers at
Nomura said that “their new colleagues were too willing to dump loyal clients for a
quick profit.”

In its defense, Nomura has tried to blend the two cultures. In offices in Europe
and in Asia outside of Japan, there’s a mix of nationalities. Also, the company has
promoted a handful of non-Japanese employees to high-ranking positions. “To reduce
the Tokyo-centric nature of the company, Hiromi Yamaji, head of global investment
banking, moved to London, and Naoki Matsuba, global head of equities, moved to
New York.” Until March 2010, Nomura’s executive committee was all Japanese men.
However, in an attempt to make the company more globally oriented, an ex-Lehman
executive and foreigner, Jasjit “Jesse” Bhattal, a native of India, was promoted to the
committee. Nomura’s deputy president and chief operating officer, Takumi Shibata,
said, “When your business is global, management needs to be global.” Two years later,
unable to garner support from Tokyo for an overhaul of the global wholesale-banking
operations, however, Bhattal recently resigned as Nomura’s highest-ranking foreign
executive.
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¢ DISCUSSION QUESTIONS
4-18. What obvious cultural differences between Nomura and Lehman do you see
in this situation?
4-19. What global attitude do you think characterizes Nomura? Be specific in your
description. Do you see any evidence of that changing?

4-20. Do some cultural research on Japan and the United States. Compare those
cultural characteristics. What similarities and differences exist? How might
these cultural differences be affecting the situation at Nomura?

4-21. What could Nomura managers do to support, promote, and encourage
cultural awareness among employees? Explain.

4-22. What do you think the statement, “When your business is global, management
needs to be global,” is saying? In your opinion, is Nomura doing this? Explain.
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Menssana in corporesano. The one-thousand-year-old Latin saying represents the core
idea of The Wellness Foundation, launched by Nerio Alessadri, founder of Italian
wellness company Technogym. The goal is as simple as it is challenging: promot-
ing a novel style of living in society, grounded in creating a perfect balance between
physical, mental, and social components. In Europe, only 9 percent of the population
participate in regular physical activity. The sedentary lifestyle is responsible for harm-
ful effects such as an increase in the number of chronic pathologies, a huge deficit in
governments’ health budgets, and work absenteeism. The Wellness Foundation intends
1o address these problems by promoting scientific research, education, and tangible
projects and by encouraging people of all generations to engage in regular physical ac-
tivity. “Play Wellness,” for example, is one of the most important projects promoted by
the foundation. It is geared toward 10,000 children between 3 and 9 years of age in the
city of Cesena (Emilia Romagna, Italy). It consists of 2,700 hours of physical activity
at school with professional instructors, training for school teachers on the benefits of
physical activity for children’s growth, and the realization of end products detailing the
benefits of physical activity for children.

The project is financially supported by Technogym, the official supplier of gym
equipment for the Olympic Games as well as for major luxury hotel chains in the
world such as the Mandarin Oriental and Four Seasons. The company employs more
than 2,000 employees and counts the Real Madrid football players among its clients
as well as celebrities such as Madonna and George Clooney. The goodness of this
imitiative has gained international recognition through its involvement with the “Let’s
Move!” campaign.!!

o DISCUSSION QUESTIONS

6-14. How can Technogym balance being socially responsible and focused on
profits?

6-15. Would you describe Nerio Alessandri’s approach as social obligation, social
responsiveness, or social responsibility? Explain.

6-16. It’s time to think like a manager. Corporate social responsibility is wonderful,
though often criticized as purely rhetorical and laden with subtle profit
goals. How can a manager emphasize genuineness of corporate social
responsibilities and activities in society?

- 6-17. Do you think the Wellness Foundation can boost Technogym’s turnover? Why
or why not?
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On September 15, 2008, financial services firm Lehman Brothers filed for bankruptcy
with the U.S. Bankruptcy Court in the Southern District of New York.!!> That
action—the largest Chapter 11 filing in financial history—started an escalating and
spiraling “crisis of confidence” that destabilized world financial markets and set off the
worst financial scenario since the Great Depression. The fall of this Wall Street icon is,
unfortunately, not a new thing, as we’ve seen in the stories of Enron, WorldCom, and
others. In a report released by bankruptcy court-appointed examiner Anton Valukas,
Lehman executives and the firm’s auditor, Ernst & Young, were lambasted for actions
that led to the firm’s collapse. Valukas said, “Lehman repeatedly exceeded its own
internal risk limits and controls, and a wide range of bad calls by its management led
to the bank’s failure.” Let’s look behind the scenes at some of the issues.

One of the major problems at Lehman was its culture and reward structure.
Excessive risk taking by employees was openly lauded and rewarded handsomely.
Individuals making questionable deals were hailed and treated as “conquering
heroes.” On the other hand, anyone who questioned decisions was often ignored or
overruled. For instance, Oliver Budde, who served as an associate general counsel
at Lehman for nine years, was responsible for preparing the firm’s public filings on
executive compensation. Infuriated by what he felt was the firm’s “intentional under-
representation of how much top executives were paid,” Budde argued with his bosses
for years about that matter, to no avail. Then, one time he objected to a tax deal that
an outside accounting firm had proposed to lower medical insurance costs saying,
“My gut feeling was that this was just reshuffling some papers to get an expense off
the balance sheet. It was not the right thing, and I told them.” However, Budde’s
bosses disagreed and okayed the deal.

Another problem at Lehman was the firm’s top leadership. Valukas’s report was
highly critical of Lehman’s executives who “should have done more, done better.”
He pointed out that the executives made the company’s problems worse by their con-
duct, which ranged from “serious but nonculpable errors of business judgment to
actionable balance sheet manipulation.” Valukas went on to say that “former chief
executive Richard Fuld was at least grossly negligent in causing Lehman to file mis-
leading periodic reports.” These reports were part of an accounting device called
“Repo 105.” Lehman used this device to get some $50 billion of undesirable assets
off its balance sheet at the end of the first and second quarters of 2008, instead of
selling those assets at a loss. The examiner’s report “included e-mails from Lehman’s
global financial controller confirming that the only purpose or motive for Repo 105
transactions was reduction in the balance sheet, adding that there was no substance
to the transactions.” Lehman’s auditor was aware of the use of Repo 105 but did not
challenge or question it. Sufficient evidence indicated that Fuld knew about the use
of it as well; however, he signed off on quarterly reports that made no mention of
it. Fuld’s attorney claimed that Mr. Fuld had no knowledge of these transactions
or how they were recorded on the books since he was not involved in structuring or
negotiating them. A spokesperson from auditor Ernst & Young said that Lehman’s
bankruptcy was due to several unprecedented unfavorable and hostile events in the
financial markets.
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.9 DISCUSSION QUESTIONS

6-18.

6-19.

6-20.

6-21.

6-22.

Describe the situation at Lehman Brothers from an ethics perspective. What’s
your opinion of what happened here?

‘What was the culture at Lehman Brothers like? How did this culture
contribute to the company’s downfall?

What role did Lehman’s executives play in the company’s collapse? Were they
being responsible and ethical? Discuss.

Could anything have been done differently at Lehman Brothers to prevent
what happened? Explain.

After all the public uproar over Enron and then the passage of the Sarbanes-
Oxley Act to protect shareholders, why do you think we still continue to see
these types of situations? Is it unreasonable to expect that businesses can and
should act ethically?
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Money. Secrecy. Foreign officials. “Greasing palms.” Bribery. That’s the dirty little
secret about doing business globally that managers at multinational companies don’t
want to talk about. Although 39 countries worldwide have signed up for the OECD
Anti-Bribery Convention to outlaw bribery and corruption, the problem is far from
gone. Take Greece, for example, which has been censored by the OECD for failing in
its promise to crack down on corruption. The practice of political favouritism and
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passing “fakelaki”—envelopes stuffed with cash—in return for services is as prevalent
today as it ever was. Indeed, since the country joined the European Community, more
than 150 scandals have come to light, and it is thought that part of the blame for the
country’s €367 billion ($486 billion) debt is down to an epidemic of corruption. From
needless jobs to a refusal to give receipts, through tax evasion, and then on to high
level bribery, it is estimated that Greek citizens spent nearly €1.62 billion ($2.15 bil-
lion) in 2012 on bribes. Foreign companies looking toward Greece are aware that this
is often the cost of doing business there. In August 2012, the German group Siemens
AG reached a €330 million ($438 billion) settlement with the Greek government over
long-running allegations that Siemens AG used bribery to secure a raft of contracts
for the Athens Olympic Games in 2004. In an earlier case, two managers from an-
other German company, industrial firm Ferrostaal, were convicted of paying bribes
in Greece and ordered to pay fines.

9 DISCUSSION QUESTIONS

4-13. What’s your reaction to these events? Are you surprised that bribery is illegal?
Why do you think bribery takes place? Why do you think it needs to be
outlawed?

4-14. Research whether other countries outlaw bribery. (Hint: look at the
Organization for Economic Cooperation and Development.)

4-15. We’ve said it’s important for managers to be aware of external environmental
forces, especially in global settings. Discuss this statement in light of the
events described.

4-16. What might managers at Siemens AG have done differently? Explain.

4-17. Siemens AG is not the only company to be linked to bribery. Find at least
three other examples and describe them briefly.
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It’s not always easy to do business globally, as executives at Japanese brokerage firm
Nomura Holdings Inc. are discovering.®® Nomura acquired Lehman’s international
operations in late 2008 after Lehman’s parent company sought Chapter 11 bank-
ruptcy protection—an action that added about 8,000 non-Japanese workers. For
Nomura, the time seemed right to strengthen its global expansion strategy. However,
since the acquisition, cultural and business differences between the two organizations
have been a major stumbling block. Although blending two diverse cultures requires
intentional efforts when different organizations merge or are acquired, it’s particularly
challenging when the key assets in the cross-border acquisition are the people em-
ployed by the organization being acquired.

Workplace tensions arose over executive compensation, how quickly decisions
were made, and how women were treated. For instance, during Nomura’s initial train-
ing session for new hires, the men and women were separated. The women—many of
whom had earned prestigious degrees from the likes of Harvard—were taught how
to wear their hair, serve tea, and choose their clothing according to the season. The
company’s dress code for women was also strictly interpreted. Women from Lehman




