Global Ethics 

Is greed good? Should modern businesses be concerned about ethics? Explain your perspective with reference to theory and practice.
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Introduction 

In today's business environment, the debate about balancing profit with ethical impact is critical. SHEIN, an online fast fashion retailer, exemplifies this issue. Freeman's Stakeholder Theory suggests that companies should consider all stakeholders' interests, not just shareholders' (Freeman, 1984). In contrast, Friedman (1970) argued that a company's main goal is to increase financial returns, with social benefits not being a mandatory pursuit. This highlights the tension between profit and ethics in corporate strategy.

SHEIN, scrutinized for poor labor practices and environmental harm (Chen, 2021), represents the challenges of fast fashion. This introduction sets up a discussion on how businesses can reconcile profitability with social responsibility, further examined in the subsequent essay focusing on CSR and ethical management in shaping modern corporate ethos.

Main body

The Foundations of Shareholder Theory

The Shareholder Theory, proposed by Milton Friedman in 1970, posits that the primary duty of business managers is to maximize profits for the benefit of shareholders. This view is based on the idea that businesses fundamentally belong to their shareholders (Friedman, 1970). Managers, as representatives of the shareholders, are both morally and legally obliged to focus on enhancing shareholder value while seeking the highest possible financial returns, according to this theory (Vargas-Hernandez and Gonzalez, 2018; Murphy and Smolarski, 2020). However, this focus on profit maximization has faced criticism for overlooking the broader impacts on all stakeholders involved in the business, often leading to corporate scandals and cases of financial mismanagement (Kusi et al., 2018). According to the theory, managers should promote shareholder interests while adhering to fair competition and avoiding deceptive practices (Nwanji and Howell, 2007).

Stakeholder Theory: Expanding Ethical Considerations in Business

In response to the limitations seen in the Shareholder Theory, the Stakeholder Theory was developed, primarily by Edward Freeman in 1984. This theory widens the scope of management's responsibilities from merely maximizing profits to also considering the interests and welfare of all stakeholders affected by business activities. This includes employees, customers, suppliers, and the community (Freeman, 1984). The foundational ideas for this theory were influenced by earlier research from the Stanford Research Institute and were further elaborated by scholars like Richard Mason and Ian Mitroff (Cordeiro and Tewari, 2015). Stakeholder Theory emphasizes the importance for companies to operate ethically, considering and balancing the legitimate concerns of all stakeholders in their decision-making processes (Vargas-Hernandez and Gonzalez, 2018; Murphy and Smolarski, 2020).

This theory was further developed by Donaldson and Preston (1995), who identified three unique perspectives: normative, instrumental, and descriptive. The descriptive perspective focuses on the actual behaviours displayed by corporations in their dealings with stakeholders. The instrumental perspective links better corporate performance with effective stakeholder management. The normative perspective delves into the ethical motivations and duties that organizations owe to their stakeholders, exploring how and why companies should consider their impacts on these groups (Donaldson and Preston, 1995; Theodoulidis et al., 2017). This framework helps to understand the various ways companies interact with different stakeholder groups and the implications of these interactions for both business ethics and performance.

Together, these theories provide a comprehensive framework for understanding corporate governance and managerial duties. They offer different viewpoints on the social role of businesses and how these roles should align with both profit-driven and ethical goals. This combined approach helps to explore how companies can balance financial objectives with their responsibilities to society and the environment, offering a deeper insight into the interplay between business practices and ethical considerations.

Ethical Foundations and Challenges in Modern Business Practices

Indeed, provides a detailed discussion on business ethics ("What Are Business Ethics? Definition, Types and Examples," 2023), defining them as a set of moral guidelines that influence an organization's actions across its entire operational range. This encompasses interactions with customers, how staff are treated, and dealings with the government and other businesses. Indeed, highlights the importance of these ethical principles in attracting and retaining quality customers and employees, as well as in maintaining the organization's reputation and legal standing (Indeed, 2023). According to Indeed, business ethics promote mutual respect between the organization, its customers, and its employees, while also protecting the business from legal issues. Codes of corporate ethics help regulate business behaviour by creating a moral framework that puts the interests of all stakeholders first (Indeed, 2023). These codes often address issues like insider trading, discrimination, social responsibility, and bribery, ensuring that the company operates responsibly and ethically.

Promoting a corporate culture that emphasizes integrity, fairness, social and environmental responsibility, loyalty, and respect adds another layer of importance to business ethics. Within an organization, personal responsibility might involve staff taking accountability for their specific roles and acknowledging their own limitations when necessary. On the other hand, corporate responsibility refers to the legal, contractual, and ethical duties that a company holds towards its clients, employees, and board of directors (Indeed, 2023). This framework ensures that both individuals and the company adhere to high standards of conduct.

In addition, as an illustration of the diverse facets that organisations must contemplate
in order to uphold ethical integrity, indeed classifies business ethics into seven distinct
categories. By classifying these concerns according to their geographic location and operational scope, this classification assists organisations in improving their ethical positions a whole (Indeed, 2023).

Furthermore, to highlight the various aspects that organisations need to consider maintaining ethical integrity, indeed categorizes business ethics into seven distinct types. This categorisation helps organisations by organising ethical issues based on their geographic location and operational scope, which aids in enhancing their overall ethical stance (Indeed, 2023). This approach allows companies to better focus on specific areas of ethics that are most relevant to their operations.

SHEIN: Ethical Controversies in Fast Fashion

Since its inception in 2008 in China, SHEIN has grown rapidly to become a leader in fast fashion, serving over one hundred million customers globally. The company's quick product turnover, low prices, and trendy designs have led to significant success but also raised numerous ethical concerns (Two Teachers, 2023). A major issue with SHEIN is its environmental impact. As a fast-fashion brand, it produces large amounts of clothing, mostly from non-biodegradable synthetic materials. Additionally, SHEIN's manufacturing and shipping processes might harm air and water quality. Critics argue that while SHEIN has started using sustainable packaging and launched a "green" product line, these measures are not sufficient to significantly lessen the company's environmental impact (Two Teachers, 2023).

Additionally, the working conditions in SHEIN's factories have come under severe criticism. Many of these factories are in developing countries, known for lenient labor laws and very low wages for workers. Employees are often reported to endure unsafe working conditions for long hours. To adhere to ethical labor standards, SHEIN has introduced a supplier code of conduct. Despite these efforts, the company still struggles to ensure compliance across its entire supply chain (Two Teachers, 2023). This ongoing issue highlights the challenges in maintaining ethical practices in rapidly expanding global operations.

Moreover, SHEIN's marketing strategies have faced criticism for promoting cultural appropriation and unrealistic beauty standards. The company has been reproached for copying designs from smaller, independent designers and using images that objectify women. Additionally, it has been criticized for selling products with slogans that are considered offensive and show a lack of sensitivity (Two Teachers, 2023). This criticism highlights ongoing concerns about the ethical implications of SHEIN's promotional practices.

Despite these controversies, SHEIN continues to expand its international presence aggressively. While the company has addressed some of these ethical issues to an extent, many critics argue that additional actions are necessary to ensure that SHEIN operates in a socially and environmentally responsible manner. Consumers are encouraged to consider the broader implications of their purchasing choices and to support businesses that commit to ethical and sustainable business practices (Two Teachers, 2023). This approach helps promote a more responsible fashion industry.

A detailed investigation by Sixth Tone has highlighted serious ethical issues in the operations of Shein, a leading Chinese fast-fashion retailer. Founded in 2008 and based in Nanjing, Shein quickly grew to become a major force in the global fashion industry, known for offering trendy items at exceptionally low prices. Through its aggressive expansion strategy, Shein managed to overtake established industry leaders like H&M and Zara in the fast-fashion market of the United States by 2021 (Sixth Tone, 2021). This rapid growth has brought increased scrutiny of its business practices.


Despite its success, Shein has been criticized for its secretive business practices and the significant ethical compromises that appear to underpin its business model. The company's main production facilities in Guangzhou, often referred to as an "urban village," are characterized by cramped spaces, poor ventilation, and widespread labor violations. These facilities often operate without formal contracts and adequate safety measures, posing serious risks to employee health and safety. According to the report, many of Shein's products are made in unregistered small workshops that subcontract to larger factories, which may not have direct business dealings with Shein itself. The complex nature of this supply chain presents significant challenges in enforcing labor standards and ensuring fair working conditions. Additionally, workers in these settings often endure long hours with minimal breaks and harsh conditions, while typically receiving inadequate compensation for their efforts.

Furthermore, Shein's labor issues are compounded by its reliance on dispatch agencies to hire warehouse staff. These agencies are notorious for dubious payment practices and not providing workers with the legal benefits they deserve. Consequently, this limits workers' ability to stand up for their rights. This arrangement benefits Shein by obscuring the challenges faced by employees and reducing the company’s direct legal responsibilities, making it easier for Shein to avoid accountability (Sixth Tone, 2021).

According to Huang Yan, a professor at the South China University of Technology, Shein's labor practices represent a significant step backward for worker rights protection in the fast-fashion industry in China. Beyond placing pressure on the entire supply chain, Shein's "ultra-fast fashion" model perpetuates a cycle of reliance on temporary labor, which often results in exploitative practices (Sixth Tone, 2021). The ongoing dominance of Shein in the fast-fashion industry, supported by its secretive and rapid production methods, raises serious questions about the sustainability of these business practices and the ethical responsibility of modern companies to uphold transparent operations and fair labor standards.

Greenpeace Germany recently issued an advisory highlighting the presence of dangerous chemicals in clothing sold by Shein, a leading fast-fashion retailer. This report sheds light on additional environmental concerns associated with the company, particularly its failure to comply with EU chemical standards. The investigation revealed that 15% of the more than 40 Shein products tested contained chemicals exceeding the limits set by the Registration, Evaluation, Authorization, and Restriction of Chemicals (REACH) regulations of the European Union. Moreover, worrying levels of harmful compounds were found in about 32% of the products tested (ETX Daily Up, 2022).

The findings by Greenpeace highlight the dangers posed by these chemicals, affecting not only consumers in Europe but also workers at Shein’s manufacturing sites in China. The tests revealed alarmingly high levels of phthalates in certain items, such as shoes and boots, with concentrations reaching up to 685,000 mg/kg—far exceeding the REACH regulation limit of 1,000 mg/kg. This severe level of chemical contamination underlines the need for stricter regulatory oversight and a thorough review of safety standards within the global textile industry (ETX Daily Up, 2022).

The disclosures mentioned add to the ongoing discussion about the ethical and environmental impacts of the fast-fashion industry, which has been criticized for its labor practices and ecological effects. Greenpeace is calling for a thorough re-evaluation of the regulatory framework that governs e-commerce and advocates for a total ban on dangerous chemicals in textile production. The organization emphasizes the global nature of these issues and the shared responsibility to safeguard both consumer and environmental health (ETX Daily Up, 2022).

A report by Ethical Unicorn (2023) states that SHEIN is responsible for the annual release of approximately 6.3 million tons of carbon dioxide, mainly due to its reliance on virgin polyester, derived from fossil fuels. This emission level is equivalent to that of 180 coal-fired power plants. Despite claims of using recycled materials, a brief review of SHEIN’s inventory shows that only a small fraction of its products contains recycled polyester. This discrepancy underlines a significant gap between the company's stated commitment to sustainability and its actual practices. Moreover, SHEIN's labor practices have been heavily criticized for severe ethical violations, adding to its environmental impact. Further investigations have exposed that employees in SHEIN’s supply chain often suffer from terrible working conditions, which include excessively long work hours, inadequate pay, and poor living conditions. These conditions are not only hazardous but also reflect a disregard for basic international labor standards. The lack of transparency and concrete actions by SHEIN to improve workplace safety and fairness intensifies these issues, casting doubt on their commitments to social responsibility (Ethical Unicorn, 2023).


Another troubling issue relates to the presence of dangerous chemicals in SHEIN's products. Many items from SHEIN have been found to contain hazardous levels of toxic substances like lead, PFAS, and phthalates, and alarmingly, these chemicals have also been detected in children's clothing and products intended for pregnant women. This not only poses risks to consumer health but also shows SHEIN's lack of concern for following safety regulations and protecting its customers.

Despite announcing efforts to reduce its carbon emissions and improve energy efficiency in its manufacturing processes, SHEIN's initiatives have faced significant criticism for being insufficient and indicative of greenwashing. Experts are skeptical about the effectiveness of implementing a resale platform and other minor environmental efforts, arguing that these actions do not compensate for the broader environmental damage caused by the company's high-volume production practices (Ethical Unicorn, 2023).

Summary

SHEIN offers a revealing case study of the fast fashion industry, highlighting the complex debate over corporate greed and the ethical responsibilities of modern businesses. While profitability is tempting, companies like SHEIN need to address ethical concerns seriously. Failing to do so can lead to harmful impacts on both the environment and society.

First off, the ethical dilemmas posed by SHEIN's business practices underscore a stark contradiction between the pursuit of profit and the broader impacts of corporate actions. The company has faced significant ethical and environmental challenges that have impacted its rapid growth and profitability. For instance, SHEIN's vast production of clothing, characterized by the extensive use of non-biodegradable synthetic materials, significantly contributes to environmental degradation. Each year, the company's manufacturing activities release millions of tons of CO2 into the atmosphere, exceeding the emissions of hundreds of coal-fired power plants (Ethical Unicorn, 2023; Synthetics Anonymous, 2020). This issue raises serious concerns about the sustainability of such business models in the face of global environmental challenges.

A blatant disregard for worker welfare is clearly shown by SHEIN's labor practices, which have been linked to reports of dangerous working conditions, poor pay, and excessive working hours. These practices not only violate basic human rights but also contradict international efforts aimed at improving working conditions in the manufacturing sector (Sixth Tone, 2021; Human Rights Watch, 2022). The lack of transparency and accountability in SHEIN's operations makes it harder to tackle these issues and highlights the pressing need for more robust corporate governance and stricter regulatory oversight.

The dangers of unregulated production processes are highlighted by the presence of hazardous substances in SHEIN's products. These chemicals pose significant health risks to both consumers and workers, demonstrating the broader consequences of neglecting environmental health throughout the production cycle (ETX Daily Up, 2022; Greenpeace, 2022). This situation underscores the need for stricter controls and safety measures in manufacturing.

SHEIN has made attempts to reduce its environmental footprint, yet it remains uncertain how effective these measures will be. The company's actions are often seen as insufficient or superficial—merely superficial efforts at greenwashing to maintain public favor. To genuinely achieve sustainability, the fashion industry needs a significant transformation in both business models and production techniques, prioritizing long-term ecological and social benefits over short-term financial profits (Ethical Unicorn, 2023; United Nations Environment Programme, 2021).
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