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1. [bookmark: _Toc419303684]


2. Executive Summary 





[bookmark: _GoBack]In this report, my main aim is to look at a case of unethical business practice being carried out or that has been carried out in the modern business environment. I will then attempt to apply critical concepts used for ethical analysis and use them to see how they relate to the case I am talking about. Then I will look to give recommendations on how similar cases can be avoided in the future.

The case I am going to mention is about Primark. In 2006, Primark underwent a watchdog investigation which found them to be using child labour as young as 5 and paying workers in their factories in Bangladesh as little as 3p per hour of work. There was also concerns regarding the environment the workers had to work in, which also involved a case where a factory collapsed with many workers inside. Although the government in Bangladesh has passed laws to prevent this, it is still rife in the modern business world as it is always near impossible for the laws to be regulated. 

During the report, I will find many concepts that we can apply this case against to see whether Primark should be allowed to continue working in this way. These theories include CSR Theory (Corporate Social Responsibility), Stockholder Theory of the Firm and Stakeholder Theory of the Firm. Once I finish that, I apply the theories to the case and give suggestions as to how Primark can improve its reputation, whilst keeping consistent with its profits, to improve as an overall business in all key areas. 





EXECUTIVE SUMMARY


CHAPTER 1 – ABSTRACT
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3. [bookmark: _Toc496043658]Introduction


3.1 [bookmark: _Toc496043659]Report Remit

Throughout this report, the main objective I am going to focus on is analysing a case of unethical business practice that has been done by a company. Once I have found the example of unethical business practice, I will apply a range of concepts designed for cases such as this, these include CSR theory, shareholder theory and stakeholder theory, to derive logical solutions to stop things like this happening in the future.   


3.2 Brief background on the case

[bookmark: _Hlk530319275]The case I am going to talk about is a previous incident involving Primark. In 2006, [footnoteRef:1]“Primark underwent an investigation by BBC Panorama which looked in to claims they were using sweatshops in Bangladesh”-Independent, paying workers just 3p an hour to manufacture their clothes. Many of these sweatshops were also found to be using children as young as 5 in the production line. Although a labour law has now been passed in Bangladesh to stop child labour, it was not until 2006 that the law was passed, meaning Primark spent many years going against the ethics of many people, despite them not actually breaking laws. This is common for many businesses as the decision must be made between being ethical, and maximising profits. Business Ethics is described as [footnoteRef:2]“the application of ethical reasoning to the situation of business organizations, including their role as employers… consist of arguments for identifying ethical or desirable management practice”-Oxford Reference. [1:  “Primark underwent an investigation by BBC Panorama which looked in to claims they were using sweatshops in Bangladesh”-Independent. Available from: https://www.independent.co.uk/news/business/news/primark-faces-new-claims-that-it-uses-sweatshop-labour-1833843.html (Accessed on 15th November 2018). ]  [2:  “the application of ethical reasoning to the situation of business organizations, including their role as employers… consist of arguments for identifying ethical or desirable management practice”- Oxford Reference. Available from: http://www.oxfordreference.com/view/10.1093/oi/authority.20110803095538143  (Accessed on 15th November 2018).] 



3.3 Concepts used for ethical analysis- CSR THEORY
[bookmark: _Hlk530321639]For a business such as Primark to avoid similar situations, I must analyse the responsibility of companies using theories that surround business ethics, the first is CSR Theory. CSR Theory or Corporate Social Responsibility is defined as [footnoteRef:3]“the responsibility of an organisation for the impacts of its decisions on society and the environment above and beyond its legal obligations, through transparent and ethical behaviour”. - GOV.CO.UK. In short, this means that businesses should be wary on how their activity affects other stakeholders, and not just the company’s profits. The main work surrounding CSR was done by Carroll (1991). Carroll believed that a company’s role in society was split in to four categories, and he showed this in a diagram. [footnoteRef:4]“Corporate social responsibility encompasses the economic, legal, ethical, and discretionary (philanthropic) expectations that society has of organizations at a given point in time”- Carroll (1991).  [3:  “the responsibility of an organisation for the impacts of its decisions on society and the environment above and beyond its legal obligations, through transparent and ethical behaviour”. - GOV.CO.UK. Available from: https://www.gov.uk/government/consultations/corporate-responsibility-call-for-views (Accessed on 16th November 2018). ]  [4:  “Corporate social responsibility encompasses the economic, legal, ethical, and discretionary (philanthropic) expectations that society has of organizations at a given point in time”- Carroll (1991). Available from: https://jcsr.springeropen.com/articles/10.1186/s40991-016-0004-6 (Accessed on 17th November 2018).] 




[bookmark: _Toc505857148]Figure 2‑1 - [image: https://media.springernature.com/full/springer-static/image/art%3A10.1186%2Fs40991-016-0004-6/MediaObjects/40991_2016_4_Fig1_HTML.gif]
 
Above is a diagram created by Carroll to show the different aspects a business will have to look at when thinking about their legal and ethical responsibilities. The diagram is split into four sections, the first being the ‘Economic Responsibilities’ of a business, Carroll describes these as being required by society, as a business will not be allowed to operate legally if it is not able to sustain a profit within the market. The main economic responsibility is to remain profitable. The second layer of is ‘Legal Responsibilities’. This is also deemed as being ‘required’ by society, business such as Primark must make sure it stays inline with all legislation in the market, for the business to continue. [footnoteRef:5]“include laws and regulations and in effect reflect society’s view of ‘codified ethics’… Businesses are expected and required to comply with these laws and regulations as a condition of operating”. – Archie B Carroll. The third layer is ‘Ethical Responsibilities’. This says that a business should do what is just and fair and avoid doing harm in the market and to other stakeholders. This section is designed as being ‘expected’ by society. Although not legally enforced, it is expected that a company looks in an ethical manner and does not take advantage of legal loopholes. This section relates to the case I am researching, as although Primark did not break their legal responsibilities, due to there being no law to stop the practice of child and underpaid labour, they did go against their ethical responsibilities by taking advantage of the cheaper labour in Bangladesh. The final tier on the pyramid is the ‘Philanthropic responsibilities’ and this is seen as ‘desired’ by society. Philanthropic responsibilities are things such as the business giving back to society, hence being a good corporate citizen. This could be through things such as charity work, using profits to give back to communities and rewarding long standing customers. Although not a requirement for a business, it may benefit a business to follow their philanthropic expectations as they would the other three layers of the pyramid.  [5:  “include laws and regulations and in effect reflect society’s view of ‘codified ethics’… Businesses are expected and required to comply with these laws and regulations as a condition of operating. Available from: https://jcsr.springeropen.com/articles/10.1186/s40991-016-0004-6 (Accessed on 17th November 2018). ] 



3.4 Concepts used for ethical Analysis-stockholder Theory of the firm

One of the other ethical analysis tools is the stockholder theory. Stockholder Theory was coined by Milton Friedman (1970), Friedman argued that [footnoteRef:6]“the social responsibility of business is to increase its profits”. Friedman had three main arguments against social responsibilities for businesses, firstly that as a business is not a living entity, only humans have a moral responsibility for their actions and so a business what not be concerned with this. Friedman also says that managers of a corporation should focus solely on the interest of the shareholders and ignore other stakeholders where possible, meaning profit is the only concern and should be maximised in whatever ways necessary (within lawful reason). Finally, Friedman states that the social issues and problems within society are not the businesses concern and should be focused on by the state. This theory backs up Primark’s defence, as they were fulfilling their economic responsibility to their shareholders by ensuring the maximum profit was made by paying the cheapest fees possible to suppliers. [6:  “the social responsibility of business is to increase its profits”. - McAleer, S. Teaching Business Ethics (2003) 7: 437. https://doi.org/10.1023/B:TEBE.0000005711.70399.51 Accessed on 17th November 2018).
] 


3.5 Concepts Used For Ethical Analysis- Stakeholder Theory of the Firm
The other important theory was created by Edward Freeman, 14 years after Friedman’s Stockholder theory, in 1984. The theory is called ‘Stakeholder Theory’ and Freeman went against a lot of arguments in the previous theory, stating a business should focus on more than profit. [footnoteRef:7]“A person, group or organization that has an interest or concern in an organization”. Whilst Friedman argued a business should only be run in the interest of owners, Freeman claimed that other stakeholders have a legitimate claim on the organization. [footnoteRef:8]“Freeman (1994) suggests that most theories of business rely on separating “business” decisions from “ethical” decisions”.  Primark would have to be focused on other stakeholders and how their business activity affects more than just their profitability and owners.  [7:                 “A person, group or organization that has an interest or concern in an organization”. –    Available from:  http://www.businessdictionary.com/definition/stakeholder.html (Accessed on 17th November 2018).]  [8:  “Freeman (1994) suggests that most theories of business rely on separating “business” decisions from “ethical” decisions”. – Stakeholder Theory, The State of the Art. Available from: https://books.google.co.uk/books?hl=en&lr=&id=xF8-WN1QlIMC&oi=fnd&pg=PR7&dq=edward+freeman+stakeholder+theory&ots=ZWyXX-sx8M&sig=dfYUAIqJP1gEULKTYfiLGhlMm9o#v=onepage&q=edward%20freeman%20stakeholder%20theory&f=false (Accessed on 17th November 2018). ] 



3.6 Solutions to stop unethical business practice in the future
It is important that some suggestions are now given to Primark to ensure they do not carry out anything like this again. Firstly, they could potentially look to work closer with the governments of the countries like Bangladesh, to improve legislation and help to get wage standards raised in these countries. Primark could look to work closer with the other stakeholders, using Freeman’s model, and follow Carroll’s diagram to help the company be a better corporate citizen. 

3.7 [bookmark: _Toc496043664]Conclusion
To conclude, in future Primark should consider all aspects of the business to maximise its profits, whilst also following the ethical expectations of society, as by being ethically responsible, it will improve the reputation of Primark and may potentially improve business performance in the long run. 


SECTION 1


CONCLUSION


[bookmark: _Toc305165507]
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