Legal and ethical considerations.

Management Obligations.
Government industrial legislation has increased steadily since the start of the industrial revolution. This has to some extent been influenced by trade union pressure, which has been cyclical in its strength. Management within an organization clearly needs to be aware of this legislation, but managers must also understand the aims and reasons behind Government regulations, and be able to work with government agencies to satisfy these requirements. In addition, modern management needs to maintain a greater awareness of the environmental and social obligations placed on organizations by the communities in which they operate (Smith, 1994). They requirements and norms of present and future society must be understood and the needs of present and future generations fulfilled. 

This is not easy, especially since, as shown in Figure 4.1, the manager at the same time needs to resolve the conflict which can exist between the needs of society, employees, shareholders, customers and suppliers (Walley and Whitehead, 1994) all these are stakeholders in the organization and their interests must be kept in mind, while the manager works within the confines of the legal framework, social responsibilities and competitive pressures. 

The obligation to employees of the company is often forgotten. It is important that employees are adequately trained and developed. The climate should be such that they enjoy their work and have the opportunity to express themselves, while contributing to the success of their organization. 
Some of the obligations placed on management are easy to define and relatively easy to follow, such as the need to avoid prejudice on the grounds of race, religion or sex (Echiejile, 1995). Others are more difficult to quantify and legislate against, such as those relating to ethical matters. 

Social and professional responsibilities.

Three factors differentiate a professional group from a society or club:

· Whether members who are admitted to it are required to read a specific academic level. 

· Whether standards of performance have been specified for members, both technical and ethical. 

· Whether a body exists to set and enforce these standards, to provide ongoing guidance to members and to administer membership.

Most professional bodies have rules of conduct and can expel members if these rules are broken. However, in practice very few bodies exercise this right to expect members. Only the medical profession enforces it effectively. 

Management is a new profession and has professional associations which are relatively new. Management also cuts across several other professions, so that members who belong to management professional bodies also often belong to other professional association, such as in engineering, physics, accountancy, marketing and personnel. 

None the less, the management professional bodies are active and effective in several 

Countries, laying down clear guidelines for their members to follow in both the academic and professional areas. We shall consider four areas, those of environmental protection; responsibility to employees; ethics; and consumer protection, which also relates to the duty to customers. 
Environmental Protection.

It is the responsibility of all managers to be sensitive to the human, natural and physical environment and the impact which their actions have on it (Institute of Managers, 1994; Clarke et al., 1994; Cstle,1997) governments in many countries have introduced legislation to protect the environment. Mangers must be are of these and ensure that not only the letter of the law but also the spirit of the law is followed (Brown, 1997) In addition, standards boas have published guidelines, such as that from the British Standards Institute, BS77500: 1992 on the specification for Environmental Management Systems.
There are three main environmental considerations:

· Pollution, usually created as a by-product in the day-to-day operation of the company, must be eliminated. It is important that processes used during manufacture do not create waste by products which harm the environment, and that the products themselves do not create an environmental hazard when being used. Environmental considerations must be paramount at every stage in a product’s life cycle, from design through to distribution to the customer and eventual scrap. Ideally the product itself should be made from disposable material, so as not to cause an environmental hazard when it reaches the end of its life. 

· The use of natural resources in the manufacture of the product, particularly those that are non renewable, should be minimized (White, 1996). This applies to all forms of natural resources whether they are used in the product itself or in the processes used to make it. 

· Health and safety issue must be considered, relating to the work environment and to the product. This is an area where there is strict government legislation, but often, especially in the case of a new product or process, this cannot be clearly defined. It is s management responsibility to ensure that all possible precautions are taken in these circumstances and one errs on the side of safety. 

Figure 4.2 illustrates the three major steps in the introduction of an environmental policy into an organization. Firs the awareness of all employees within the company to environmental matters must be increased. This can only be done if senior manager is willing to provide leadership from the top and to lead by example. All employees must be involved and consulted, with training and awareness sessions run throughout the organization. This is clearly an expensive commitment and it is not surprising that only a a few organizations are willing to make the investment. However, once made it can pay back ample dividends in terms of employee satisfaction, enhanced reputation within the community and greater customer satisfaction. 

The second step involves developing the  strategies the company is going to follow in its environmental programme. In doing this the company will be influenced by any government legislation that exists, by codes of practice issued by professional organizations band by competitor activity, especially by the competitive advantage it can provide. 

The strategic aims of the organization must be clearly defined and communicated to employees, bearing in mind the short and long term implications of these and the effect they will have on the organization and the community. In addition, the methods and process which are to be sued have to be developed and buy in obtained from employees who are to operate these new systems. Tasks must be prioritized, since only a few of these can be done initially; choosing those that can be completed quickly may be desirable to ensure early success. 

Once the environmental policy is in operation the company must conduct an environmental audit. To do this it needs to set measures and to conduct audits against these, feeding back results to all concerned. The aim must be to ensure that the targets are being revised so that the process is one of continuous improvements. 

Responsibilities to employees

In the ‘good old days’ it used to be said that if employees performed satisfactorily then they would do well within the organization and would have a job. Unfortunately, in the present fiercely completive environment many companies and employees have discovered that there is no job which is for life (Caulkin, 1995a) Even organizations such as IBM, who once prided themselves on not having to lay off employees, have been forced into massive redundancy programmes and drastic downsizing in order to survive. 
Employees are finding that they are moving from long term employment relationship with their companies to short term contract relationships, where employers and employees stay together as long as the relationship is for mutual good ( Egan, 1994; Caulkin, 1995b). employees are stakeholders in the organization and have a call on the company, in common with other stakeholders, such as shareholders, customers and supplies, employees and employers must form alliances for mutual good. Them and us do not exist in an organization that is working in alliance for mutual good. ‘Them’ and ‘us’ do not exist in  an organization that is working in alliance to create wealth for all stakeholders. There is no longer any ‘loyalty’, only a contract to work together for mutual  good. The relationship is no different from that between competitors who form an alliance for mutual benefit, such as the Rover and Honda alliance, and that between IBM and Apple Computer. 

Employees are expected with the organization, to learn and develop so that they can continue to contribute to the success of the organization. Employees must change even as the business is forced to change, but companies have an obligation to provide the opportunity for employees t learn and develop. 

Flatter organizations mean that there is less chance of promotion. However, opportunities must still be provided to employees to move laterally within the organization, to gain experience and to develop, at the same time adding value to the business. Achievement must be rewarded, not seniority. 

It is acknowledged that an organization can n longer provide lifetime careers, and a company may sometimes need to lose employees. Employees may also move of their own will for better opportunities. The company must not hold employees back and must ensure that they go onto the job market with the later skills may later be used in the service of a competitor. 

In estimating the worth of an employee to an organization there are no easy answers: it usually depends on circumstance at the time concerned. ( see the case study ‘Which one to go?’.)

Ethical considerations.

Many companies believe that an organization is not accountable for the ethical behaviour of its employees. However, management cannot wash its hands of responsibility if employees behave unethically. Unethical business practices by employees reflect the values, attitudes and beliefs of an organization’s operating culture (Paine, 1994).
Sometimes employees are guilty of positively following unethical practices ( see the case study ‘Cheaper by the dozen’) but usually this is unintended, although still very real ( see the case study ‘Selling to survive’).

Many organizations have the ‘if it is legal it is ethical’ attitude. However, this can lead to unethical behaviour, especially in the multinational environment in which companies work. Organizations should set their own internal values, which lead to laws of conduct, and these should go beyond minimum legal requirements (see the case study ’Legal sweat shops’).

Consumer Protection

Governments have produced legislation to protect consumers, but this can only go so far in ensuring that the public is treated fairly by organizations, and there remain many social issues in areas such as marketing. It is the responsibility of manages to ensure that in their products and advertising their customers ‘needs are kept in sharp focus. 

Customers should be given adequate information during the marketing stage, to ensure that they are capable of making a correct decision when choosing a product which satisfies their needs. This means that sales literature should be more factual and less like an invitation to enter paradise with the purchase of a cheap toothbrush. Information on less obvious subjects, such as warranty and consumer reports, should be readily available. Product safety is a legal requirements, but even here there are many social an ethical issues. For example, the safety of a product often depends on how it is used, and no amount of government action can legislate against improper use. It is important that clear and easy to use information is provided with the product in order to ensure that it is used correctly. 
Products also must not be designed with a strategy of planned obsolescence, in its simplest form this means designing a product that fails after a specific time, which is longer than the warranty period. However, planned obsolescence can also be implemented by marketing a product that has deliberately been designed with limited features and then bringing out an update of the product with additional features, so that owners of the older product are temped to change to the new one. 

Ethical conduct in advertising is often controlled by legislation and by voluntary standards boards. Unethical advertising seeks to create a phantom need in its target audience, such as for example in a cigarette advertisement which appeals to the young  smoker by implying that it is socially desirable to smoke and that not smoking may result in rejection by friends. Children  can also be targeted by unethical advertisements, such as a breakfast cereal which is not very nutritious but which uses advertising to appeal to the very young and so reach parents. 
Government regulations. 

Government influence the day-to-day running of organizations by passing laws which , although they vary in detail depending on the country in which the company operates, all have similar objectives and content (Ryley, 1995). Generally these can be classified as those laws which seek to effect the organization’s conduct towards its employees; those which protect consumers; environmental protection laws; and laws on the company’s trading relationships. 
Employees regulations

Employee-related regulations cover a wide spectrum. From rules governing the employment of people to safety and conditions at work and conditions of employment (Institute of Management, 1994).
The factories Act of 1833 was an early law, passed to define the conditions of employees. It prohibited the employment of children under nine years of age and restricted the hours worked for children between nine and thirteen years to 9 hours per day, and those for children between thirteen and eighteen years to 12 hours per day. If these regulations seem regulations seem harsh by present day standards, it should be set against the conditions which existed within factories at that time. 

The Factories Act of 1961 laid down the minimum conditions which were to exist wherever people were employed in manual labour, the equivalent law for office workers being the Shops, offices and railway Premises Act of 1963. Other countries have similar legislation, such as the Occupational Safety and Health Act (OSHA) of 1970  in the USA. Which defined safe working conditions for employees.
The Factories Act can be considered to affect four areas:

· Health of workers. This defines factors such as cleanliness of premises; overcrowding; temperature and ventilation; and sanitary accommodation.
· Safety of Employees. This defines factors such as the procedure for recording and reporting accidents; use of protective guards around machinery; supervision and training of operators; and inspection and maintenance of machinery. 
· Welfare of workers. This defines factors such as provision of drinking water; availability of washing facilities; provision of locks for outdoor clothing; and availability of first and kits. 
· Employment of women and young persons. This defines factors such as hours worked. 
In order to comply with these regulations, management must follow several principles in its dealing with employees:

· Company policies must be applied consistently and fairly to all concerned. For example, if the company policy is to pay a certain grade of staff for working overtime, then the manager cannot discriminate and pay some of the staff within this grade for overtime worked and not pay others who qualify. ( see also the case study “fair treatment’.)

· Mangers and supervisors represent the company in their dealing with subordinates. Therefore information which they pass down represents company policy as far as their staffs are concerned. And will be acted upon. This puts the onus on mangers to ensure that they are briefed on all aspects of company policy and adequately trained to deal with their subordinates. 

· All actions which the manger takes relating to employee’s personal performance must be documented. If this information is to go onto employees’ records a copy must be given to them. 

· All employee grievances must be investigated promptly, fairly and thoroughly. 

There are several government regulations protecting the interests of minority groups. These laws are strongest in the USA, where it is even illegal to discriminate against people on the grounds of age. 
The Disabled persons Acts of 1944 and 1958 place an obligation on employers, above a certain size, to employ a quota of disabled people, and to incorporate a policy for training and promotion (Echiejile, 1995). The Rehabilitation of Offenders Act of 1974 is aimed at preventing people being discriminated against, or dismissed, on the basis of past convictions. This is to ensure that offenders, once they have served their term, are treated as any other employee. 

The Race Relations Act of 1976 makes it illegal to discriminate against people on grounds of race. This applies to potential recruits and to employees. An industrial tribunal was set up to make awards to people who have been discriminated against. 
Several laws also exist to prevent discrimination on grounds of sex. These include the Sex decimation Acts of 1975 and 1986, the Equal pay Act of 1970 and the Equal Pay Regulations. ( Amended) of 1983. they outlaw sex discrimination relating to employment conditions, promotion opportunities, recruitment and so on. 

The data Protection Act of 1984 regulates the information about living people  stored on computers and similar data processing equipment. The law imposes certain duties on users and computer bureau and give rights to individuals affected by the stored information. 

The contracts of employment Act of 1963 was intended to ensure that employees have a clear understanding of their rights and obligations under their contract for employment. This was enhanced by the employment protection (Consolidation) Act of 1978, amended by the Employment Acts of 1980 and 1982. These also defined items such as sick leave, notice periods and unfair dismissal.

There are two instances when employers may have cause to dismiss employees to enforce discipline and for redundancy. Both of these are controlled by government regulations, specified in employment acts. It is essential that the mangers ensure that employees within the company know of the discipline and grievance procedures which exist and that they understand them. 

Sometimes employees need to be disciplined, either because they  are consistently breaking company regulations or because, due to poor motivation, they are failing to meet minimum performance standards. Figure 4.3 illustrates a possible series of steps which should be followed in these instances, which would generally be taken once counseling had failed. 

In the first step the manger has an informal discussion with the subordinate and explains the problem areas and the actions which would need t e taken if the employee did not improve. Notes of this interview should be put on the company’s file in case they need to be referred to later, and the Human Resources (HR) function should be notified. 

If this fails the next step is to conduct a warning interview, with a member of the ‘HR staff present. A formal record of this interview should be kept, taken by HR representative, and this should be lodged in the employee’s official company records. A copy should also be given to the employee. 
The next step in the disciplinary procedure is a formal written warning to the employee. The sanctions the company would enforce should performance not improve must be given. A cop of this must also be put in the employee’s records. Finally the sanctions are applied. This could take the form of financial sanctions, such as loss of bonus (if applicable) or no annual salary increase, although the final sanction is dismissal from the company. 

Dismissal notices must always come from the HR department. The reasons for dismissal must be clearly stated and recorded, and must be such as can stand up under scrutiny in a court of law, if the employee wishes to challenge it. Throughout the process  the employees should also be apprised of their rights and may be represented, should they so wish. 
Redundancy is different from dismissal, since it is not caused by poor employee performance, but by poor company performance, forcing it to reduce the number of its staff in order to cut costs. The end result is however the same: employees are forced to leave the company. Government legislation also defines the procedure for redundancy, such as in the Redundancy Payments Act of 1965, which specifies the basis for calculating redundancy payment. 

Figure 4.4. shows some of the steps that a company may be through when carrying out to redundancy programme. The number of people to be made redundant and to criteria for selection need first to be determined. The severance terms and overall costs to the company should also be determined at this stage. The individuals who are to receive redundancy notices can then be selected. It is important that this selection is done fairly and that it is recorded. 

A general announcement can then be made to the workforce about the company’s intentions. This can be done as a general announcement, with a statement that the people affected will be notified within a  given time, or it can be done as a general announcement with the people affected being informed by their managers at the same time in face-to-face interviews.

This should then be followed by a meeting with HR, resulting in an ‘at risk’ letter giving a weeks’ formal notice that the company intends to make the employee redundant unless circumstances change. A week later the formal redundancy letter can be given. This must clearly state the benefits that the  employee will receive on leaving the company and it must meet or exceed the minimum statutory value. 

Organizations often like to ask employees who are being are redundant to leave as soon as possible. This is on the basis that these employees are likely to have a disruptive influence on other colleagues. Usually the reverse is true, since the company is judged on how it treats the people who are being made redundant. Every attempt must be made to counsel the people concerned, and to train and help them to find jobs on the open market. The company’s telephone and secretarial services should be made available to them during their notice period. Also, the HR department should actively try to fid them suitable employment in other parts of the company, which may not have been affected by the redundancy, or in outside companies. If a successful internal placement is found the redundancy notice can be withdrawn. 

Government generally pass laws covering relationships between trade unions and employees. The aim of this legislation is to ensure that employees have the freedom to join unions if they wish, without any reprisals from employers. In addition these laws cover topics such as trade disputes, picketing and ballots, to protect the rights of individuals within a union and the rights of employers. 

There may be a single union covering all the employees within an organization (forming a union ‘closed shop’) or several unions, each negotiating terms and conditions for their members. Usually the separate unions would cover classes of employees, such as factory workers, office staff and managers. A manager who is dealing with a subordinate who is a union member must become familiar wit the topics negotiated between the open and the union, in order to deal effectively with any requests or grievances.
Unions usually negotiate with the company on terms and conditions of employment for their members. An arbitration service is normally available in most countries to help resolve disputes; in the UK this is the Advisory conciliation and Arbitrations Service. 

There are several acts which cover the health and safety of employees at work. The Health and Safety at Work Act of 1974 provides a basis for all the subsequent additional legislation. It also set up the Health and Safety Commission and the Health and Safety Executives to enforce the Act. Under this Act the employer has responsibility for the health, safety and welfare at work of its employees. This includes consultation with employees on health and safety matters and for setting up safety committees. Under this law managers have direct responsibility for all personnel and installations under their direct control.

The noise at Noise at Work Regulations of 1989 require the protection of employees from excessive noise, and refer to three action levels of noise for daily personal noise exposure: 85dB(A): 90dB(A) and 200 Pascals. The daily personal noise exposure is measured over the whole working day and needs to be assessed by a competent person making the relevant measurements and calculations. At the first action level of noise the employer must have the risk assessed by a competent person and must make hearing protection freely available. At the second action level and above, noise managers are required to do all they can to reduce the exposure of employees to noise, apart from providing hearing protection. They are also duty bound to ensure that employees are wearing hearing protection. 

The Management of Health an safety at Work Regulations of 1992 introduced most of the European Directive No. 91/391/EED and the Council Directive No. 91/393 EEC. These form additions to the requirements under the 1974 Health and Safety at Work Act. For example, the employer is required to make an assessment of risks to employees, taking into account specific categories such as young persons and expectant months. They also need to appoint competent persons to assist with the implementation of the legislation. 

The display screen equipment regulation of 1922 requires employers to ensure that sufficient analysis is carried out to assess health and safety risks associated with workstations that are used by their employees. Activities must also be planned for users so that the work being done is stopped periodically throughout the day , to enable rest periods.

Under the Provision and use of Work Equipment Regulation of 1922 the employer is responsible for ensuring that equipment provided to employees is suitable for he purpose for which it is intended; that is, it is properly maintained and along is kept of its maintenance. Health and safety information must also be provided to users and supervisors and they should be trained in its use. 
The Personal protective Equipment at work regulations of 1922 covers the provision of suitable personal protective equipment to employees where it has been found, by assessment, that it is needed. Employers must ensure that employees now of the risks that the equipment will avoid or limit, and that they are trained in their use. They must also provide appropriate accommodation for strong the personal protective equipment when it it not being used. Managers are required to monitor this equipment and to ensure its proper use. Loss or damage to protective equipment must be rectified immediately. 

The manual Handling operations regulations of 1922 define manual handling operations as those which require human effort to manipulate a load. The regulations seek to prevent injury to all parts of the body. Therefore the external physical properties of loads, such as sharp edges, should also be taken into account. Transporting or supporting a load in a static posture with any part of the body is also defined as manual hading. Applying some mechanical assistance, such as a power hoist, may reduce but will not eliminate manual handling. The regulations require the employer to avoid hazardous manual handing operations and to reduce risk of injury as far as is reasonably possible. Managers are also required to continually monitor manual hading operations to ensure assessments are kept up to date. 

The objective of the Control of substances Hazardous to Health Regulations of 1994 is to prevent disease or injury occurring from hazardous substances, which can include dust in sizeable quantities. Employers are required to carry out regular assessments of the risks created and put in place measures to control it. They are also required to publish the results of assessments to employees and to monitor the health of employees, where appropriate. The employer must ensure that risk to employees is minimized and must measure the effectiveness of these measure. Manages need to be aware that they are directly reasonable for all personnel and installations under their sphere of control. 
The reporting of Injuries, Diseases and Dangerous occurrence regulations of 1995  require injuries, diseases and other occurrence in specific categories, which occur at work or can be attributed to it, to be reported to the relevant authority. Failure to do so is a criminal offence. Example of injuries include loss of sight in an eye, injury requiring medical treatment due to electric shock. Acute illness or loss of consciousness, injury causing hospitalization for more than 24 hours, and three days or more absence. Disease includes poisonings, some skin diseases and occupational cancer. Dangerous occurrence include an explosion of fire resulting in suspension of normal work for more than 24 hours and electric short circuit or overload causing a afire or explosion. Employers are responsible for reporting any injury, disease or occurrences and for keeping a record for a minimum of three years. 
The safety signs and Signals regulations of 1996 provide the legal system for implementation of the British Standards applicable to signs, so as to ensure a uniform approach to signs for employees. The construction (Health, Safety and Welfare) regulations of 1996 consolidate, modernize and simply previous construction regulations. 

Consumer Protection 
Some of the laws relating to consumer protection are given in Table 4.2. the sale of Goods Act of 1983 was a landmark in the field of consumer protection. It legislated that goods supplied must be as described, that it must be of ‘merchantable quality ’ and should be fit for its intended purpose. This was enhanced by a series of further acts, such as the Trade Descriptions Acts of 1968 and 1972 ( which specified that goods supplied must be as described, whether the description was on the package, on point of sale material or given  verbally by the seller) and the Consider protection Act of 1982 (Summer, 1991). The office of Fair Trading was established by the Fair Trading Act of 1973 in order to look after consumer protection legislation, such as the Federal Fair Packaging and Labeling Act 1966 in the USA.
In the UK, product liability and consumer safety are part of the Consumer Protection. Act the aim of safety legislation is to keep unsafe goods off the market. Failure to obey this part of the Act is a criminal offence, punishable by imprisonment or a fine or both.

To meet product liability requirements the goods sold must be fit for purpose, whether this purpose is explicitly stated, implied or can be reasonably expected by the buyer. The EEC Product Liability Directive, which came into force on 31 July 1988, also removed barriers to compensation claims for defective products, so companies can now be sued anywhere within the EEC under similar laws. This applies to producers of the goods, own-branders ad importers of the product into the European community. The onus is also now on the defendant to prove that the defeat in the product did not exist at the relevant time. 
Figure 4.5 illustrates a process which can be used for minimizing product liability. Designers should be aware of relevant regulations and standards which could affect the safety and performance of the product. These should be incorporated into the design guidelines and fed forward into product manufacture and distribution. Feedback should also be received from the market in the form of customer usage practice and comments, which can be incorporated into design guidelines. These guidelines should constantly be updated to take into account changes in technology and legislation. 

Multidisciplinary teams need to be set up on a project basis to work on performance and safety aspects and they should take part in design and safety reviews. Quality systems and controls should also be kept current to ensure that the product requirements are met throughout the operation. This could be based on ISO 9001, Quality system – model for quality assurance in design development, production, installation and servicing’. This  has been issued in the UK as BS5750: Part 1: 1987.
Documentation forms an important part of the process, that it should show that reasonable care has been taken throughout the product life cycle. These documents must be stored for a relatively long time, to meet product liability criteria. For example they should cover the maximum lifetime for an item’s circulation ( say about 10 years), plus the maximum time after an injury has occurred that an action can be brought ( 3 years), plus the maximum time for the case to be settled ( 2 years), plus the maximum time for the case to be settled ( 2 years), plus the maximum time for an appeal to be settled (2 years), making 17 years in all!
Environmental protection.

Environmental laws are relatively new, but they now exist in most countries. Their aim is to ensure that organizations do not harm the environment in which they operate, such as by discharging harmful wastes or producing excessive noise, and also conserve scare natural resources. These laws therefore benefit the whole community, including customers, suppliers and employees ( Hutton, 1995)

Table 4.3 shows some of the laws in the UK designed to protect the environment. Other countries have similar regulation, such as the National Environmental Policy Act. (1969), The Noise Control Act (1972) and The Resource Conservation and Recovery Act (1976) in the USA.
Treading Regulations 

There are several laws governing contracts, which need t be followed by organizations and which are usually administered by the company’s legal advisers. Table 4.4 illustrates some of these UK laws. Much of this legislation is complex an needs careful study. 

An example is the law relating to transfer to ownership of goods (Peterson, 1993). Usually this transfer occurs from the seller to the buyer in exchange for money ( the price). However, the Sale of Goods Act says that once equipment has been sold or contracted to be sold then the title of the equipment passes to the buyer, even if payment has not been made. Therefore if the buyer goes into liquidation the supplier of the equipment ranks as an unsecured creditor and is likely to get only a small part of what is owing. 
This situation can be avoided by inserting a retention of title clause into the agreement for sale, so that the seller maintains ownership until full payment has been made. However, even then complications can arise, such as if the buyer  resells the product to a third party, without a retention clause, before paying for it and then goes into liquidation. 
Company directors can also be personally affected by trading legislation (Treadwell, 1992). For example, Schedule  24 of the  Companies Act of 1985 lists over 200 offences which a director can commit that  can lead to a fine or disqualification from holding office for a number of years. Similar coverage is given in the Insolvency Act of 1986 and the Company Directors Disqualification Act of 1986. offences include fraudulent trading and wrongful trading.
Fraudulent trading occurs if the company does business with fraudulent intent or to defraud its creditors. Directors are then personally liable for the company’s debts and can also be criminally liable. Wrongful trading arises if the company goes into insolvent liquidation and the directors know or should have known that the company could not pay its debts. This law also applies to those who were past directors of the company. The directors can be disqualified for up to 15 years. 

Protecting ideas

Industry is moving from the age of manufacturing to the age of ideas (Whiting, 1992) and this is especially true in high-technology industries. This is placing greater emphasis on the need for companies to protect their ideas. In the USA for example, the number of patents issued between 1980 and 1990 grew by 46 per cent, while the number of patent-realted lawsuits grew by over 50 per cent. 
A company’s intellectual property rights (IPR) are similar to rights available with conventional property. The legal owner of an IPR is allowed to use and exploit it for gain, until all or part of the IPR is transferred to another owner (Adeloye 1994). In modern high-technology industry, however, an IPR is often more precious than property, since it can give an organization considerable competitive advantage. 
Trade and service marks 

Trade marks and service marks are used t differentiate a product or service originating from one organization from those which come from another company (Treadwell, 1992). They are very important since consumers often buy on the basis of the trade mark  for example, computers from IBM.

A trade or service mark must be distinctive to be registered at the Trade Marks Registry. The registration certificates gives the registered owner the exclusive right to use the mark. This right does not have a time limit, so long as renewal fees are paid. 
Patents 

Patens are connected with inventions that have practical applications ( McIntyre and Miller, 1997) in order to get a patent on a product idea it must meet several criteria:

· It must be new and must never have been disclosed to the public in any part of the world. 

· It must be inventive; that is, it must not be obvious to a person with state of the art knowledge in the field concerned. 

· It must be capable of practical applications. This application could be in any kind of industry, including agriculture.

Countries have developed well-defined procedures for having patents granted, those for the UK, USA an Japan being compared in Table. 4.5.
A specification of the patent needs to be filled with the patent Office, which will usually take the form of drawings, a written description and a claim of the inventive steps covered by the patent application. The patent office would then do a search of existing patents, which could take several years to complete. If this does not reveal any prior patents then a patent will be granted and made public. 

A national monopoly is then granted to the organizer, typically lasting twenty years, as long as renewal fees are paid. Most countries observe the International Patent Co-operation Treaty, which recognizes the initial filing date in one country as binding in other countries. 

A large portfolio of patens form an important commodity for an organization to own. They serve several purpose:

· They provide a strong bargaining position when the company is negotiating with another company to carry out a joint operation, or to come to cross-licensing agreements on technology.

· They provide a competitive edge over other companies, often by keeping them out of a given field. 

· They protect the company from allegations that it is infringing another company’s patents. 

Every organization should have an internal process for filing patents. Employees should be educated on the importance of protecting the firm’s IPR, and should be encouraged to file patents.

A company may license some of its patents to others, often because they are in a better position to exploit them. This could be limited to a given application or payment of a fee, or a royalty one very product sold that was based on the IPR.

Often companies need to license their IPR to competitors. This arises when customers need two sources of supply before they are prepared to buy a product. Also, when a technology is new the company may wish it to be adopted as an international standard. It would then need to license others to gain their support. In these circumstances the originating company still has a competitive edge, since its competitor’s costs would be increased by the licensee fees involved. 
