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detect corporate non-compliance tend to uncover crimes or torts
committed by employees against their corporation.s! |t has also been
maintained that overly costly controls are reduced or eliminated by
challenging employees to identify controls which have proven cost-
ineffective; this is a variation upon the contention system adopted by
IBM. Furthermore, the control function is also said to be a vita
component in monitoring the performance of personnel. Where a cor-
poration has action plans (eg., as to production or profits), and
individuals and sub-units are evaluated according to their performance
in implementing that plan, the control function is essential to provide
an accurate measure of achievement. From this perspective, compliance
is cost-effective because it is an integral function of routine
organisational controls

Sceptics may reject these considerations as inconclusive and contend
that compliance systemsare unwarranted until their worth can be shown
by more rigorous cost-benefit analysis To this two responses may be
made. The first is that it is impossible to quantify the costs of non-
compliance with any precision.52 Moreover, our legal system is not
based simply on financia analysisbut reflectsother social preferencess3
Thus price-fixing, misleading advertising and other violations are not
treated merely as commodities that can be bought in free market; they
areformsof behaviour that are prohibited and which cannot be reduced
merely to monetary terms >4 Given thesefactors, what companiesdecide
to do depends not so much on economic calculations as on down-
to-earth judgments, or “rules of action” as Bertrand Russell called
them. One commendable rule of action might well be as follows if
in doubt as to the worth of introducing a compliance system, hedge
bets by introducing a system and making it as efficient as possible.
Another rule of action, as adopted within a number of American
corporétions, is “do that which you will feel comfortable explaining
on television”. Secondly, to the extent that cost-benefit analysis is
possibleand relevant, reference may be made to Pashigian’scost-benefit
study of preventivelaw within corporatelaw departmentsin the U.SA.55
The study indicated that, given certain assumptions, preventive law
was cost-effective for the firms studied.

Another objection is that, although extensive compliance systems
are common in major American companies, the vast majority of
Austrdian companies are small and cannot afford to emulate the

51 Fisse and Brailhwaile, The Impact of Publicity on Corporate Offenders, 180.

52 Compare Prest and Turvey, " Cost-Benefit Analysis: A Survey™ (1965) 75 Economic
Journal 683 at 726 “ ... one can view cost-benefit anaysis as. .. a waste of
resources to measure the unmeasurable'”

33 See further Stone, “Corporate Regulation: The Place of Regulation” in Fisse, B.
and French, PA, eds. Corrigible Corporations and Unruly Law (1985), ch. 2.

34 See Nozick, R, Anarchy, Sate and Utopia (1974), ch. 2.
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