CHAPTER 4
SOCIAL AND ETHICAL RESPONSIBILITY

· Managers undertake all their activities in the context of defined moral and ethical norms. But the profit motive and the competitiveness fostered on free enterprise economic systems put pressure on managers. Sometimes it is possible to operate in less than ethical ways and still be within the law.
· This may gain an advantage for a manager. The line between ethical and unethical behaviour is not always clear. In this unit we will discuss the several approaches to analyzing ethical and moral issues in organization.
· Ethics refers to principles and standards that define acceptable conduct in the world of management. The acceptability of behaviour in management is determined by customers, competitors, government regulators, interest groups, and the public, as well as by each individual’s personal moral principles and values. Social responsibilities are a business obligation to maximise its positive impact and minimize its negative impact on society. Although they are often used interchangeably, the terms responsibility and ethics do not mean the same thing.

· Ethics relates to an individual’s or work group’s decisions that society evaluates as right or wrong; social responsibility is a broader concept that concern the impct of an entire management’s activities on society. The most basic ethical and responsibility concerns have been codified as laws and regulations that encourage management to confirm to society’s standards, values and attitudes. 

· Ethics, social responsibility and laws together act as a compliance system that requires that management and employees act responsibly in society.

1.0:
Ethical Responsibility
· Managers undertake all their activities in the context of defined moral and ethical norms. But the profit motive and the competitiveness fostered in the free enterprise economic systems put pressure on managers. Learning how to recognise and resolve ethical issues is a crucial step in evaluating ethical decisions in management. It is important to realize that ethics goes beyond legal issues.
· Ethical conduct builds trust among individuals and in any relationships, which validates and promotes confidence in the relationships. Well-publicized incidents of unethical activity strengthen the public’s perception that ethical standards and the level of trust in management need to be raised.

· Sometimes it is possible to operate in less than ethical ways and still be within the law. This may gain an advantage for a manager. The line between ethical and unethical behaviour is not always clear. In this unit, we will discuss the several approaches to analyzing ethical and moral issues in organizations. 

2.0:
Level of Analyses

· Managers facing ethical issues must be able to solve moral dilemmas. We must address three issues when faced with such dilemmas. First, ethical responsibility is of concern at three level of analysis. The systematic level includes the entire environmental relationship to ethical responsiveness. An organization can address the ethical issues in an obstructionist manner, denying wrongdoing, or ot can use legal rationalization to defend its actions. 
· An accommodative approach would lead to corrective action after the occurrence of unethical activity. Finally, the organization could adopt a proactive approach and attempt to forestall unethical activities. These illustrate systematic issues must be addressed.

· The organization level must also be considered. An organization relates internally with employees and investors. It also must consider the external constituencies with which it interacts through boundary-spanning activities. Finally individual behaviour is relevant to the issue of management ethics. How one choosers to act in given situations becomes the direct manifestation of the social responsibility and managerial responsibility of an organization.
3.0:
Recognizing Ethical Issues in Management
· Learning to recognize ethical issues is the most important step in understanding business ethics. An ethical issue is an identifiable problem, situation, or opportunity that requires a person or organization to choose from among several actions that may be evaluated as right or wrong, ethical or unethical.
· The best way to judge the ethics of a decision is to look at it from a customer’s or competitor’s viewpoint. Although many business issues seem straightforward and easy to resolve, a person often needs several years of business experience to understand what is acceptable or ethical. Whether an activity is ethical also depends on the culture in which a business operates.

· Business ethics issues can be categorized in the context of their relation to conflicts of interest, fairness and honesty, communications and business associations. A conflict of interest exists when a person must choose whether to advance his or her personal interests or those of others.

3.1:
Bribes
· Payments, gifts or special favours intended to influence the outcome of a decision are one potential source of conflict of interest. Fairness and honesty relate to the general values of decision makers. Businesspersons are expected to obey all applicable laws and regulation and not knowingly to harm customers, clients, or competitors through deception, misrepresentation or coercion.

· In the area of communications, false and misleading advertising, deceptive personal selling tactics, lying and product labelling may be ethical issues. In the area of business relationships, ethical businesspeople strive to keep company secrets, may obligations and responsibilities and avoid undue pressure that forces others to behave unethically.

3.2:
Plagiarism
· Taking someone else’s work and presenting it as you own is another issue related to business relationships.

It can be difficult to recognize specific ethical issues in practice. Whether decision makers recognize an issue as an ethical one often depends on the issue itself. Open discussion of ethical issue promotes trust and learning.
4.0:
Conceptual Models

The next issue necessary when solving moral dilemmas is a set of conceptual models of ethical reasoning. The literature supplies three basic approaches:
a.
The Utilitarian Model
It is concerned with potential benefits and harm from any particular action. It judges an act to be morally appropriate if it maximizes net benefits and minimizes overall harms for all parties.

b.
Kantian / Basic Rights Model
It asserts that all people have basic rights which must be respected. Thus, an action is morally correct if it minimizes the violation of the rights of all parties to a given situation.

c.
The Enlightened Self-Interest Approach
It combines elements of both of the previous models. The assertion here is that an action is morally correct if it increases the benefits for the interested parties without causing intention harm to, or unduly violating the rights of others, and only if these offset any resulting harms.
5.0:
Factors Affecting Managerial Ethics

a.
The Manager as a Person
· Family influences

· Religious values

· Personal standards and needs

b.
The Employing Organization

· Policies, codes of conduct

· Behaviour of supervisors

· Behaviour of peers

c.
The External Environment

· Government regulations

· Norms and values of society

· Ethical climate of the industry

6.0:
Improving Ethical Performance
The final issue of concern in resolving moral dilemmas is the set of steps one take to reach a reasoned, ethical conclusion. The Cooke article presents 7 steps which can help lead one to such a conclusion.

a.
Aware of the relevant facts of the situation.


b.
Recognize the ethical issues involved.


c.
Identifying the primary stakeholders is also necessary.


d.
Generating several alternatives of actions possible must occur.


e.
Each of the alternatives must be evaluated in terms of their ethical outcomes.


f.
Evaluating the practical constraints surrounding the situation.

g.
The manager must recommend an ethical course of action. It should be noted that this approach is similar to more generalized problem-solving models which we will discuss later.

7.0:
Social Responsibility Issues
· As with ethics, managers consider social responsibility on a daily basis as they deal with real issues. Among the many issues that managers must consider are their firm’s relation with employees, government regulators, owners, suppliers, customers and the community.
· A business must first be responsible to its owners and investors by striving to maximize their investment in the firm. A business’s responsibilities in this area include maintaining proper accounting procedures, providing all relevant information about the current and projected performance of the firm, and protecting the owner’s rights and investments.
· Employees expect businesses to provide a safe workplace, pay them adequately for their work, tell them what is happening within their company, listen to their grievances and treat them fairly. Major social responsibility issues in this area relate to safety, compensation, and equality.

· Consumerism refers to activities undertaken by independent individuals, groups, and organizations to protect their rights as consumers. Many of their desires were spelled out in John. F. Kennedy’s 1962 consumer bill of rights, which includes:
a.
The right to safety, which means the business, must not knowingly sell anything that could result in personal injury or harm.
b.
The right to be informed, which gives consumers the freedom to review complete information about a product.

c.
The right to choose, which gives consumers a variety of products and services at competitive prices.

d.
The rights to be heard, which assures consumers that their interests will receive full and sympathetic consideration when the government formulates policy and assures the fair treatment of consumers who voice complaints.

· One area of environmental responsibility concerns the rights of animals and the preservation of animal species and their habitats. Other environmental responsibilities deal with pollution. Water pollution results from the dumping of toxic chemicals and sewage into rivers and oceans; the burial of industrial waste in the ground, where it can filter into water supplies, and chemical spills.
· Businesses have responded to these issues by trying to eliminate wasteful practices and harmful emissions, reducing packaging, and recycling. Environmental responsibility requires tradeoffs. 

· A final area of social responsibility concerns businesses’ responsibilities to the general welfare of the communities in which they operate. Social responsibility issues in this area relate to charitable contributions to national and local organizations, donations of resources to educational programs, and programs dealing with the hard-core unemployed and homeless.
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