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[bookmark: _Toc15089699]Overview of the Two Companies
Theranos was a company that was termed as a health technology corporation. Its main purpose was to produce products which could perform a blood test and only a small amount was needed. This was seen as a breakthrough to the health sector since the advanced technology would be of aid to many people in the health sector. The company was founded by Elizabeth Holmes in 2003 who at that time was 19year old and a drop out of Stanford University (Hartmans, 2018). Holmes claimed that the test will only require 1 percent of the amount of blood needed for other tests and the tests were less expensive. Theranos raised more than 700million for it to venture into the business through investors and capitalists who saw an opportunity in its potential. The company was based in the United States, California.
Zenefits is a company in the United States whose main mandate is to offer cloud-based software as a service, to companies who need to manage their human resource with the main focus helping them with insurance coverage (Suddath, 2016). Zenefits was founded in 2013 and its main capital being San Francisco. It was stated by Parker Conrad in partnership with Laks Srini who helped the start-up organization to acquire insurance and manage their employees benefit in one place.
[bookmark: _Toc15089700]Ethical and Legal Issues of the Companies
[bookmark: _Toc15089701]Theranos Ethical Issues
Overconfidence led Holmes to overpromise people on changing the world. This is because the company was rapidly accumulating capital, employees and good press ratings. Loss aversion made it impossible for Holmes to admit that the products were nowhere close to what people were expecting (Griffith, 2017). She desperately needed people to believe in the hype that she had created. Admitting the truth was not an option for Holmes as she kept doubling down and continued lying. Failure to disclose the truth about the well-being of the company and lying to the investors and the world at large was unethical behaviour by the leadership of Theranos. Incrementalism was also another vice that kicked in and the little lies became bigger and bigger. Holmes was determined to achieve her goals and that explained her continuing lying about her products. Holmes gave herself a moral license to tell the lies so that she can reach her goal. Telling people lies for the sake of gaining befits such as prestige was unethical.
[bookmark: _Toc15089702]Theranos Legal Issue
The most significant legal issue associated with Theranos was fraud, Holmes had raised more than 700million from 2013 to 2015 by lying to the public and the investors of the company. All these finds came from deceiving investors by making it appears as if Thermos had officially developed a ready-portable blood analyzer which was ready for commercialization. The equipment could perform a full range of laboratory tests from a small sample of blood. Investors were deceived by Theranos making false misleading statements, technology demonstrations through the media and discussing how the company had a tremendous partnership with big companies and some government entities (Hartmans, 2018). Holmes did not correct any of the false or misleading statements and they continued advertising their technology even though none of the projects advertised was actually going on. This deception defrauded many investors raising legal issues whether the company was following the legal frameworks that governed the marketing of companies. It was illegal to continue telling people lies and taking their money under investment deception.
[bookmark: _Toc15089703]Zenefits Ethical Issues
The ethical issues that were associated with Zenefits were unfairness, a duty of disclosure and cheating. Before a company which deals with insurance can sell legally or advise people on insurance, they must pass an exam that is reinstated by the state. However, Zenefits discovered a way in which the employees could bypass the course by creating an extension from Google chrome that gave the permit to any insurance broker to sell insurance to people without genuinely undertaking the proper examination (Suddath, 2016). This was unethical because it was against the code of conduct that governs behaviour of business people and society at large. Zenefits was also unethical in two other ways; Smoking of cigarettes in the building is termed as illegal by the state but Zenefits allowed it. The company indulged in taking shots and parties during working hours after they had successfully closed a huge deal. Taking alcohol and smoking cigarettes raised ethical concerns on the morality of the employees and the leadership of the company.
[bookmark: _Toc15089704]Zenefits Legal Issues
	The legal issues associated with Zenefits were that every state in the country had a specific brokerage exam set. For instance, a person selling insurance in Texas has no authority to sell insurance in California unless the broker undertakes an exam. Zenefits, however, was selling insurance across the country and across states without taking the laid down procedures of examination and qualification of insurance companies. This created managerial chaos since they were unable to track who passed state exams or those who were to take reciprocal exams. That means that they committed insurance fraud to gain an advantage over other companies. This was against the set laws.
[bookmark: _Toc15089705]Stakeholders
[bookmark: _Toc15089706]Theranos Stakeholders; How they were Affected and their Reaction
Thernaos had different stakeholders, they included employees, investors, and corporations like Walgreen's Safeway and Capital Blue Cross who had partnered with Theranos from the beginning. They had invested money in the company and they had made a lot of contacts with the company (Griffith, 2017). The stakeholders were affected negatively after the company decided to close down Theranos laboratories since some of them had acquired contracts to use the devices and now they had to change back to their ways. The discontent continued to spread through the minority stakeholders who were users of the machines. The doctors that had patients who they had made medical decisions using the machines had to evaluate them afresh since some were based on false readings and faulty devices (Griffith, 2017). Many of the employees lost their jobs after the closure of the laboratories. Investors too lost their money go affected financially when the truth was revealed about the company. The reaction of investors after the decision to close down labs was immediate termination of all contracts that existed. Some employees moved to look for other jobs elsewhere.
[bookmark: _Toc15089707]Zenefits Stakeholders; How they were Affected and their Reaction
Zenefits stakeholders included all the employees that had been employed in the company and all the insurance companies who were involved in the buying of the company products. Other stakeholders include the employees who worked for the insurance companies that colluded with Zenefits in selling insurance policies since they sold policies using the company technology (Suddath, 2016). The company was charged with fraud and fined more than 7million by the state. This ordeal made the stakeholders lose trust in the company and every stakeholder withdrew their co-operation with Zenefits due to the fines and sanctions fines and sanctions imposed on them. Zenefits later laid off employees since it could not accommodate them. When the company decided to close down after the revelation of the truth, Stakeholders decided to retreat and stop their cooperation with the company.
[bookmark: _Toc15089708]Viable Alternatives to help Silicon Valley Companies Operate Ethically and Evaluation of Benefits and Drawbacks
[bookmark: _Toc15089709]Creation of a Utilitarian Culture.
Utilitalism focuses on making everyone happy. This includes stakeholders and employees. The company should maximize their happiness. Zenefits and Theranos pretty much lost their value when they decided to concentrate only on the benefits that they were acquiring from the activities that they were undertaking. Utilitalisim is consequentialism because it rests on the idea that the consequences or results of all actions are dependent on the law and policies that have the role of determining whether the actions are good or bad (Ferrell, et, al, 2015). In its legal requirement, develop in an organization needs to follow procedures where a majority of the board members set and know the conditions of their investments. This will help avoid conflict of interest when making company decisions and the company does not lose its independence and no member is allowed to act for their interests only the way Holms and the leader as Zenefits did..
[bookmark: _Toc15089710]The benefits.
Providing a clear and straight forward basis for testing and formulating company policies can go a long way in helping the public and potential investors to know the actual status of the start-up company and make better decisions without deception from the companies. Company policies on decision making are considered good if it takes consideration of stakeholder’s welfare. An organization policy should not be formulated if it does not promote total utility.
Another benefit is that this alternative provides an effective way of solving conflicts whether internal or external. Having utilitarian culture in companies during their start-up periods and even after they are established can go a long way in minimizing conflicts between company owners and investors as well as the federal or state law enforcement bodies.
[bookmark: _Toc15089711]Drawbacks.
 	Utilitalism does not provide a flexible and result-oriented approach when it comes to decisions that are to be made. This is because it supports the organization focusing on the results of their action after it has done. It does not first offer the evaluation of the consequences before the decisions are made and therefore, this alternative might not prevent ethical issues in start-up companies.
[bookmark: _Toc15089712]Deploying Kantianisim Method in the Organizations
	This is a technique t is mainly concerned with company rationality and the rationality of people who work with them and those involved in the business. The method also insists that an organization should do the right thing with the right motive. Evaluation of the business agenda should be done so that the company can know how much help they are installing to their target audience. For instance, Theranos actions were not of goodwill since Theranos was created with the sole purpose of helping people. However; it seems that the company main concern was getting rich quick since from the beginning Theranos was lying to the public especially to the patients who had great expectations from the product. On the other hand, Zenefits illegally helped brokers acquire insurance certificates without passing through the test and them allowing parties within the working hours was wrong (Ferrell, et, al, 2015). Business decisions always have an outcome and so it's important to always have legal personnel in the members so they can offer knowledge if the decisions made will bring conflict interest. In its legal requirement, develop in the organization where a majority of the board seats are not set of the conditions of their investments. This will help avoid conflict of interest when making company decisions
[bookmark: _Toc15089713]Benefits.
Use of an approach that is straightforward, it is based on reason making and it applies to everyone in an organization since its moral decisions depend on the motives, consequences or laws provided. The alternative explains that the morality of an organization should be a duty to all stakeholders and that it's not about following leaders feelings since what can be good for one is not good for another. It proposes equal treatment of individuals in a company to avoid biases.
[bookmark: _Toc15089714]Drawbacks.
The alternative tends to support the notion that, breaking the law should be acceptable if a situation arises. This type of approach brings about a conflicting duty between morals because doing wrong should not be a choice during certain situations. All situations present in an organization should be done in the right way to avoid law-breaking.
Describes that every organizational situation are unique and this makes it not- applicable in complex situations. It explains to an organization what actions are good to be followed but does not give sufficient guidelines on the right thing to do in particular situations.
[bookmark: _Toc15089715]Using Virtue Ethics in the Leadership of the Companies.
	The authenticity of an organization is determined by the legitimacy the leader has. A leader’s character is essential since it shows virtuality to the subordinates. Virtuality in a company is paramount; a company needs to embody varieties of virtuous and good character traits to avoid vicious traits from emerging. Unethical moves create an impression that is hard to erase. There are a couple of traits that make a company strike if they are applied.  Dignity, generosity and integrity are among the traits required in an organization.  All this should be presented in a company and a business should be founded through these virtues (Ferrell, et, al, 2015). Both of the company had the exact opposite of the virtues, Theranos, was founded by deceit and instead of Holmes coming out and telling the truth so that the problem can be fixed she continued to support the products. On the other hand Zenefits created a fraudulent system and they continued lying about it.
[bookmark: _Toc15089716]Benefits.
Motivates people to work on morality and it states what to do when an organization is faced with an ethical dilemma. It also maps on moral reasoning. It distinguishes between the right course of action when the company is faced by an ethical dilemma and explains what type of characteristics that should be followed.
Focuses on organization ethical build and building the people involved to focus to be better people and develop moral reasoning in a situation that requires decision based on ethics.
[bookmark: _Toc15089717]Drawbacks.
	Does not give a distinguish answer on what virtues should be used in the certain ethical dilemma and this creates a conflict as to whether an organization should act according to virtually since they do not give clear reasoning on where they led to.
[bookmark: _Toc15089718]Best Alternative Recommendation
[bookmark: _Toc15089719]Using Virtue Ethics in the Leadership And Management of the Companies.
A leader should be able to gain trust from different stakeholders in the business. The act of individualism in the organization will create an atmosphere that will lead to the fall-out of the company. Creation of a culture of openness and welcome dissent is advisable since the internal constructivism is one of the many recommendations to a company. Too often founders or leaders are commonly blinded by their enthusiasm to create a vision that they have created forgetting that people may offer some knowledge of what that vision need for it to prosper. After some time, leaders suddenly fallout of their touch of vision once it does not work out and this makes the business lose their ethical bearings and opt to embrace unethical activities. It is always important to embrace Intel’s self-criticism.
Virtual leaders will able to manage external and internal stakeholders since they paint a picture that illustrates the models of an effective leadership which shows that the organization is going to be successful and this creates a motivation to the stakeholders and the probability of them breaking the rules or takes shortcuts that may expose the organization into risks are minimized.
Learn from immediate organizations or distant models can therefore go a long way in helping the Silicon Valley Startup Companies communicate to the world around them that they are keen on observing and maintaining high standards of ethics in their business operations and dealings. Too often organizations believe that they offer unique service that is needed by their target consumers. They believe that the uniqueness of their business does not need leadership values or morals. An organization should always be open to other ideas; they should learn how great corporations have succeeded through the guidelines of their ethics. A leader should also embrace the weakness and strength of the organization so that it can evaluate and asses.
The above mentioned can be made possible if the leaders of companies take responsibility for their actions. A great saying illustrates that it's lonely at the top, great leaders of startup companies should know when they have made mistakes and accept them. They should also take it upon themselves to address them and fix them instead of lying to the stakeholders and yet the company is headed in the direction of doom. Taking responsibility prevents any problems that may arise in the future and it also provides a directive to what should be done for the organization.
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