Business Ethics

Policy

Ethics is a subject of social science that is related with moral principles and social values. 'Business

Ethics' can be termed as a study of proper business policies and practices regarding potentially
controversial issues, such as corporate governance, insider trading, bribery, discrimination, corporate
social responsibility, and fiduciary responsibilities. Businesses must abide by some basic principles. It
should provide quality goods and services at reasonable prices to their consumers. It must also avoid

adulteration, misleading advertisements, and other unfair malpractices.

A business must also perform other duties such as distributing fair wages, providing good working

conditions, not exploiting the workers, encouraging competition, etc.

Ethics-Definition
There are many definitions of business ethics, but the ones given by Andrew Crane and Raymond C.

Baumhart are considered the most appropriate ones.

According to Crane, "Business ethics is the study of business situations, activities, and decisions where
issues of right and wrong are addressed."

Baumhart defines, "The ethics of business is the ethics of responsibility. The businessman must promise
that he will not harm knowingly."

Features of Business Ethics There are eight major features of business ethics:

* Code of Conduct: Business ethics is actually a form of codes of conduct. It lets us know what to do
and what not to do. Businesses must follow this code of conduct.

*» Based on Moral and Social Values: Business ethics is a subject that is based on moral and social
values. It offers some moral and social principles (rules) for conducting a business.

* Protection to Social Groups: Business ethics protect various social groups including consumers,
employees, small businesspersons, government, shareholders, creditors, etc.

* Offers a Basic Framework: Business ethics is the basic framework for doing business properly. It

constructs the social, cultural, legal, economic, and other limits in which a business must operate.
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Voluntary: Business ethics is meant to be voluntary. It should be self-practiced and must not be
enforced by law.

Requires Education & Guidance: Businessmen should get proper education and guidance about
business ethics. Trade Associations and Chambers of Commerce should be active enough in this
matter.

Relative Term: Business ethics is a relative term. It changes from one business to another and from
one country to another.

New Concept: Business ethics is a relatively newer concept. Developed countries have more
exposure to business ethics, while poor and developing countries are relatively backward in applying
the principles of business ethics.

Principles of Business Ethics: The principles of business ethics are related to social groups that
comprise of consumers, employees, investors, and the local community. The important rules or
principles of business ethics are as follows:

Avoid Exploitation of Consumers: Do not cheat and exploit consumer with measures such as
artificial price rise and adulteration.

Avoid Profiteering: Unscrupulous business activities such as hoarding, black-marketing, selling
banned or harmful goods to earn exorbitant profits must be avoided.

Encourage Healthy Competition: A healthy competitive atmosphere that offers certain benefits to

the consumers must be encouraged.
Ensure Accuracy: Accuracy in weighing, packaging and quality of supplying goods to the consumers

has to be followed.

Pay Taxes Regularly: Taxes and other duties to the government must be honestly and regularly paid.
Get the Accounts Audited: Proper business records, accounts must be managed. All authorized
persons and authorities should have access to these details.

Fair Treatment to Employees: Fair wages or salaries, facilities and incentives must be provided to

the employees.



Business Ethics

Policy

Keep the Investors Informed: The shareholders and investors must know about the financial and
other important decisions of the company.

Avoid Injustice and Discrimination: Avoid all types of injustice and partiality to employees.
Discrimination based on gender, race, religion, language, nationality, etc. should be avoided.

No Bribe and Corruption: Do not give expensive gifts, commissions and payoffs to people having
influence.

Discourage Secret Agreement: Making secret agreements with other businesspeople to influence
production, distribution, pricing etc. are unethical.

Service before Profit: Accept the principle of "service first and profit next."

Practice Fair Business: Businesses should be fair, humane, efficient and dynamic to offer certain
benefits to consumers.

Avoid Monopoly: No private monopolies and concentration of economic power should be
practiced.

Fulfil Customers’ Expectations: Adjust your business activities as per the demands, needs and
expectations of the customers.

Respect Consumers Rights: Honor the basic rights of the consumers.

Accept Social Responsibilities: Honor responsibilities towards the society.

Satisfy Consumers’ Wants: Satisfy the wants of the consumers as the main objective of the
business is to satisfy the consumer’s wants. All business operations must have this aim.

Service Motive: Service and consumer's satisfaction should get more attention than profit-
maximization.

Optimum Utilization of Resources: Ensure optimum utilization of resources to remove poverty and
to increase the standard of living of people.

Intentions of Business: Use permitted legal and sacred means to do business. Avoid Illegal,

unscrupulous, and evil means.
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° Follow Woodrow Wilson's rules: There are four important principles of business ethics. These four

rules are as follows:

° Rule of publicity: According to this principle, the business must tell the people clearly, what it tends
to do.

° Rule of equivalent price: The customer should get proper value for their money. Below standard,
outdated, and inferior goods should not be sold at high prices.

° Rule of conscience in business: The businesspersons must have conscience while doing business,
i.e., a morale sense of judging what is right and what is wrong.

° Rule of spirit of service: The business must give importance to the service motive.

BUSINESS ETHICS - CHANGING BUSINESS LANDSCAPE

Size Matters

Due to globalization, organizations have now become interdependent and hence accountable for the
social, environmental, and political challenges that threaten to affect our shared future. There are about
80,000 multinational companies and ten times as many subsidiaries in the world now.

There are countless small and medium sized businesses.

This makes the businesses entities to have more responsibility for self-regulation to accompany the
process of globalization. However, organizations face many challenges too. The ethical challenges for
business organizations include:

° Labor Standards

° Human Rights

° Climate Change and

° Marketplace Integrity

The Digital World Internet is a hugely influential and effective media to publicize the perceived negative
impacts of a business. The consumers, employees and grassroots activists can now utilize digital means
if they find that business ethical standards are unacceptable. There are many pressure groups to police
the business organizations as well. International pressure groups such as Oxfam have changed their
traditional focus from the government policies to business principles of global companies. Hence, there

is pressure to opt ethical standards from all angles.
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There are many pressure groups to police the business organizations as well. International pressure
groups such as Oxfam have changed their traditional focus from the government policies to business

principles of global companies. Hence, there is pressure to opt ethical standards from all angles.

Responding to the new global challenges requires more than a short-term arrangement. Organizational

leaders need to respond to competing priorities such as returns to shareholders, and responsibilities to

the environment or community stakeholders.

v

Managing Director
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