ETHICS – EXAMPLE 6 (ANSWER)



[bookmark: _GoBack]Corporate social responsibility (CSR) is concerned with business ethics and the company’s accountability to its stakeholders, and about the way it meets its wider obligations. CSR emphasises the need for companies to adopt a coherent approach to a range of stakeholders including investors, employees, suppliers, and customers. Beth has paid little regard to the promotion of socially and ethically responsible policies. For example, the decision to not pay the SME creditors on the grounds that they could not afford to sue the company is ethically unacceptable. Additionally Beth pays little regard to local customs and cultures in its business dealings.

The stagnation being suffered by Beth could perhaps be reversed if it adopted more environmentally friendly policies. The corporate image is suffering because of its attitude to the environment. Environmentally friendly policies could be cost effective if they help to increase market share and reduce the amount of litigation costs it has to suffer. The communication of these policies would be through the environmental report, and it is critical that stakeholders feel that the company is being transparent in its disclosures.

Evidence of corporate misbehaviour (Enron, WorldCom) has stimulated interest in the behaviour of companies. There has been pressure for companies to show more awareness and concern, not only for the environment, but for the rights and interests of the people they do business with. Governments have made it clear that directors must consider the short-term and long-term consequences of their actions, and take into account their relationships with employees and the impact of the business on the community and the environment. The behaviour of Beth will have had an adverse effect on their corporate image.

CSR requires the directors to address strategic issues about the aims, purposes, and operational methods of the organisation, and some redefinition of the business model that assumes that profit motive and shareholder interests define the core purpose of the company. The profits of Beth will suffer if employees are not valued and there is poor customer support. Arrangements should be put in place to ensure that the business is conducted in a responsible manner. The board should look at broad social and environmental issues affecting the company and set policy and targets, monitoring performance and improvements.
