Why should business be ethical? 24 November 2023. (Steve Griffiths: DBA “Visions” Lecture 7).

Instead of PowerPoint I have written you an essay….sort of……………….
I am trying to avoid “death by PowerPoint”………..(Unknown, 2000)…..not a real reference…beware of jokes!!!!!!

Another  “joke”?????? …business ethics: the shortest book in the library!!! The last chapter in your functional management book? The last lecture in the semester?
Some questions which are difficult to find definitive solutions for:
· Do you/should you really care about ethics?
· How much does your personal ethical view influence your business behaviour?
· Are some cultures more ethical than others?
· Are women more ethical than men?
· Can we make progress in ethical development or are we basically the same good (or bad) people despite all the rules and regulations?
· Can you train/educate people to be more ethical?
· What does an international company do when managing ethics in different cultures? Which cultures does it operate with? Universalism v Relativism.
· Are some functional specialisms more ethical than others? HRM v Marketing? Finance v IT Support?
· [bookmark: _Hlk151659699]Can ethics change over time? Universalism v Relativism.

Authors have offered answers, but there is a lack of consensus. A full bibliography can be seen separately on the VLE.
Steve does not offer the definitive answers. There is no grade benefit in agreeing (or disagreeing with him).
The ethical dimension might be incorporated into any other module to give a wider perspective. 
A starting point might be to audit the company’s process of starting the ethical/CSR discussion. Many writers see this as a journey, with a fairly distant destination, which can change depending on social, legal and political drivers. See references to the Anderson Model (2000), which itself adapts ideas from management of change models especially Lewin, covered elsewhere.
For full reference list see the article:

Griffiths, S.L. & Jawad, C. (2012) CSR in SMEs: Assessing Ethical Risk, Proceedings of the 11th International Conference on Corporate Social Responsibility, Social Responsibility Research Network (SRRNet), Lahti, Finland, May 2012, ISSN 2048-0806. 
Uploaded on the VLE.
This was largely written by Steve, who was responsible for the mistakes …. Caroline did the hard thinking and hit the deadline! 

Business Ethics: An Oxymoron
The title may in some ways this seem to be a strange question.
Some think the term ‘business ethics’ is an OXYMORON.
Collins (1994) Gives an idealistic view of what business is about. “The traditional view of the management role, to maximize profits, clashes with ethics, but it ignores the interdependent nature of the business environment. Ethical theory suggests that the role of management is to create social value and build trust.”
Dawson (2020) with a video looks at different types of moral responses to challenges (muteness, myopia, etc.) https://www.mccombs.utexas.edu/Communications/Placeholder/business-ethics-not-oxymoron     
A University of York view on BE importance. https://online.york.ac.uk/what-are-business-ethics-and-why-do-they-matter/ 
Therefore, it depends on what you think business objectives are and how they can achieve them.
· There are those who think business is immoral or amoral. In this case the oxymoron is appropriate. (See Archie Carroll’s views on this).

· There are those who think that business wants to be ethical and is trying to do its best, being influenced by being in society.

· There are those who think that simply doing what it does naturally makes a valuable contribution to society.

Greed is good?
· “Liberal economists”, neoconservatives, laissez-faire views, would see regulation as interference, stopping fee enterprise and efficiency (in the long run). Discussion on who represents this perspective. It fits the Friedmanite view, see below. What is “enlightened self-interest”? If business is forced to do things that do not generate profit (paying higher than market rates of pay, cleaning the environment when there is no legislation or regulation in place, treating consumers and others as idiots…”This bag of nuts may contain nuts”! etc.), it will be owners that carry the burden and it might threaten bankruptcy. They also often refer to Adam Nozick https://www.youtube.com/watch?v=4yqgXuAycpg Nozick is very persuasive, since we all resent to some extent the state dictating to us.
[image: ]

· More interventionist authors state that business takes place in society and therefore must respect social interests. Pure free markets  are rarely “free”. This includes being free of political, moral, ethical, social commitments. It certainly means that markets very rarely resemble the free markets of theory. Therefore intervention and regulation are justified. (This includes the famous author Adam Smith in his Wealth of Nations, often quoted by neoconservatives, but it also contains advice to be sensitive to needs of society, often not quoted). The challenge is always to define how far we want intervention, state control and what can individuals expect to be free to choose?
[image: ]
R. Edward Freeman, is quoted by all interventionists. He seems to be a nice guy. Also a better beard than Nozick! Please DO NOT use this as an argument!!! https://www.youtube.com/watch?v=NyvKYb0j2gg

We will discuss these two polarities and not unsurprisingly we will see how they might be integrated or be compartmentalised, depending on circumstances. Beware of those who try to use emotions/emotive language to try to convert you. All sides are guilty.
See my example of “Bottled Water makes puppies blind” advert……

What is your reaction to the classic Gordon Gekko- Greed is Good speech:
https://www.youtube.com/watch?v=VVxYOQS6ggk 
I think it is very seductive. Watch the whole movie, if nothing else to see the “brick” mobile phones!!
Good ethics, is Good business”? 

See my brainstorm on why business should be ethical.

Many arguments in favour of adopting ethics can revolve around protecting the organisation in the long run (a precautionary motive). In other words, do obey the law, do not cause scandals, don’t be untrustworthy…
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Beware the “Machiavellian organisation”. They will say the right things but not do them. http://ianchadwick.com/machiavelli/chapters-15-21/chapter-18-the-subtle-art-of-lying/

Pictures from BBC (2015) https://www.bbc.co.uk/news/magazine-34912959

The Italian diplomat and philosopher Niccolo Machiavelli wrote in The Prince, a founding bible of modern political science, that for the statesman, "occasionally words must serve to veil the facts".

[image: Niccolo Machiavelli]

“Everyone sees what you appear to be, few experience what you really are.”
― Niccolò Machiavelli, The Prince

“…he who seeks to deceive will always find someone who will allow himself to be deceived.”
― Machiavelli Niccolo, The Prince

“Of mankind we may say in general they are fickle, hypocritical, and greedy of gain.”
― Niccolò Machiavelli, The Prince


Is lying the same as “mistruth”, “obscuration”, “terminological inexactitude”, “misleading”, not telling the full truth and many other terms?

Can lying ever be ethical?

Can the truth be damaging?

Do we have to tell the whole truth?
[image: Charlton Heston as Moses in The Ten Commandments]

The idea that deception is wrong can probably be dated to the Bible, and the ninth commandment: "Thou shalt not bear false witness against thy neighbour".

Some criticise western business ethics as too dominated by the Judeo-Christian religious and ethical traditions. There is a wealth of business ethics research and policy data on Eastern, Asian, Islamic, Buddhist, Hindu and increasingly African perspectives. (Ask SG if you wish to explore some of these).


Motives for being ethical ARE the powerful drivers. (Please note there are others, which you must reference).

1. Objectives: Stockholder (Milton Friedman) Narrow v Stakeholder (R.E. Freeman) Broad Views.

a. Stockholder Theory (Narrow, ownership based…CSR)
[image: Stockholder Management stock illustration. Illustration of management -  94361511]

Obvious criticisms?

· Owners /shareholder/ stockholder are the ones that matter. Who are they? How do they make their views known? Managerial Capitalism? Resurgence of the stockholders? Enron haunts us all.

Gordon Gekko in Wall Street refers to this. He points out the implication of the divorce between ownership and control of business and the “fat cats” eating up all the profits on the board of directors.
 
https://www.youtube.com/watch?v=VVxYOQS6ggk 

· What about us non owners who are affected by the organisation? 

b. Stakeholder Theory (Broad, wide evaluation of impacts on those who feel they have a stake in the operation…)
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https://www.youtube.com/watch?v=4lEjv0vE6VY


Obvious criticisms?

Who are your stakeholders?

Pragmatic Objections:

· We can’t agree what it is.

· If we could, we can’t measure it.

· If we knew what it was and how we want to put it in action, it wouldn’t make any difference.


What about PUBLIC SECTOR and NOT FOR PROFIT SECTORS?

2. The Law and ethics

Henderson, V.E. (1982) The Ethical Side of Enterprise, Sloan Management Review, Spring, Vol. 23 No. 3, pp. 37-48. 


	
	Legal
	Illegal

	Ethical
	1. 





	2.

	Unethical
	3.





	4.



Can you think of examples to put into the boxes?
Answers?





	
	Legal
	Illegal

	Ethical
	1. Giving company donations to Charities (Corporate Philanthropy)
	2. Positive Action/Discrimination in favour of groups who were discriminated against in the past to ensure diversity in the workforce

	Unethical
	3. Targeting selling lifesaving drugs only to rich people.

	4. Selling marijuana 




Can we move examples from one box to the other? Why might this be good to do?
Box 1 might be criticised by Milton Friedman. He might move it to Box 3. Why?
Box 2, might move if the case of Article 153 of the Constitution of Malaysia was considered. It safeguards the special position of the Malays (the BUMIPUTERA). It goes on to specify ways to do this, such as establishing quotas for entry into the civil service, public scholarships and public education. This works to the disadvantage of Malaysian Chinese and Indian communities. The Malays would say it needs to be in Box 1.
· What about international laws?
· What about regulations? Are they the same?
· What about future laws?

4. Profit/Business objectives?

Profitable v Ethical Classification of Actions (modification of the “Enlightenment Matrix” in Cannon, 1996) 
Tom Cannon (1996) Corporate Social Responsibility, London, Pitman

	
	Profitable
	Unprofitable

	Ethical




	1.



	2.

	Unethical


	3.




	4.



Can you think of examples to put into the boxes?






Answers?
	
	Profitable
	Unprofitable

	Ethical
	1. Making plastic toys but……….




	2. Telling customers about all the side effects and defects of our product…the whole truth

	Unethical
	3. Selling illegal drugs but………..




	4. Insulting Asian people potential customers or suppliers by calling them racist names.



Henderson and Cannon’s matrices can interact. They offer a quick way to clear heads on what could or should be done.

5. Is there a hierarchy of responsibilities?
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Carroll’s Pyramid of social responsibility.


Is it a hierarchy?

Can we dip in and out?


6. How wide should we go with CSR?

· See the old article Stark (1993). If we go too wide no one will listen to us.


https://hbr.org/1993/05/whats-the-matter-with-business-ethics  (Accessed 21-02-15)

	



· Crane & Matten (2022) Their view of Corporate Citizenship (CC)

Coined by practitioners, sees the corporation’s place in society, with other “citizens” with whom the corporation forms a community. “Citizenship ..focuses on rights and responsibilities of all members of the community, who are mutually interlinked and dependent on each other.” P62

1.  Limited View of CC- equates with corporate philanthropy
2.  Equivalent view of CC- equates with CSR
3.  Extended View of CC- acknowledges the extended political role of the corporation in society.

Corporate Shared Value (CSV)- https://hbr.org/2011/01/the-big-idea-creating-shared-value 



A big part of the problem lies with companies themselves, which remain trapped in an outdated, narrow approach to value creation. Focused on optimizing short-term financial performance, they overlook the greatest unmet needs in the market as well as broader influences on their long-term success. Why else would companies ignore the well-being of their customers, the depletion of natural resources vital to their businesses, the viability of suppliers, and the economic distress of the communities in which they produce and sell?
It doesn’t have to be this way, say Porter, of Harvard Business School, and Kramer, the managing director of the social impact advisory firm FSG. Companies could bring business and society back together if they redefined their purpose as creating “shared value”—generating economic value in a way that
also produces value for society by addressing its challenges. A shared value approach reconnects company success with social progress.
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· Corporate Social Responsiveness “the capacity of the corporation to respond to social pressures”.

What options are there?

·  Reaction- denial
·  Defence- fight the case, PR management.
·  Accommodation- complies with interest groups.
·  Proaction- goes beyond industry norms anticipates future expectation.


7. The emergency is so great we have no choice. Sustainability must be the goal.


APOCALYPSE NOW…..TOMORROW……IN 2099….WHO CARES?

Sustainability is DIFFERENT from ethics although they are related.

[image: UNESCO and Sustainable Development Goals]


History
 
The 2030 Agenda for Sustainable Development, adopted by all United Nations Member States in 2015, provides a shared blueprint for peace and prosperity for people and the planet, now and into the future. At its heart are the 17 Sustainable Development Goals (SDGs), which are an urgent call for action by all countries - developed and developing - in a global partnership. They recognize that ending poverty and other deprivations must go hand-in-hand with strategies that improve health and education, reduce inequality, and spur economic growth – all while tackling climate change and working to preserve our oceans and forests.
The SDGs build on decades of work by countries and the UN, including the UN Department of Economic and Social Affairs
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Weblinks:
https://www.investopedia.com/ask/answers/040815/why-are-business-ethics-important.asp 
https://www.redlands.edu/study/schools-and-centers/business/sbblog/2019/may-2019/3-reasons-why-business-ethics-important/
https://www.chartercollege.edu/news-hub/why-are-good-ethics-so-important-businesses
Quite nice on why scandals are bad https://www.wgu.edu/blog/ethical-dilemmas-how-scandals-damage-companies1909.html#close 

Your task is to put your organisation in context, incorporating a business ethics/CSR perspective. Solutions may be recommended in broad policies. The grade allocation does not allow you to dwell too much on this later aspect. However tying in strategy, objectives, strategic environmental analysis and policy choices in a logical flow is important. Beware of conclusions and recommendations NOT supported by previous analysis!
[image: Bust of Aristotle]
Please note that I will be expecting more detailed applications to your organisation, with evidence. My reference list above looks a little dated, but it does contain some classics. Applying the classical theories is not bad thing. Aristotle (Virtue Theory, see the session on organisations solutions) has not written much lately! However many academics have written about applications and updating him. 
https://www.bl.uk/collection-items/peter-drucker-modern-day-aristotle-for-the-business-community 
https://journals.sagepub.com/doi/10.1177/0170840604042409
https://www.guelphhumber.ca/news/taking-business-advice-aristotle
https://www.scu.edu/ethics/focus-areas/business-ethics/resources/advice-from-aristotle/
Do have a debate! However do back up conflicting arguments with evidence and thoughtful application. Socrates will be proud of you!
https://fortune.com/2020/08/25/socrates-business-management-advice-philosophy/

Best wishes

Steve.
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