Social Context of Business Final Exam Review
The Ethics of Business
Business Ethics
· the rules, standards, codes, or principles that provide guidelines for morally right behaviour and truthfulness in specific situations
Major Ethical Systems
· Teleology
· Utilitarian benefits
· Act in a way that generates greatest benefit for largest number of people
· Cost/benefit
· Emphasis on consequences
· Utilitarian Ethic
· Ethic of Justice
· Deontology
· Universal duties
· Act in a way that a similar decision would be reached by others
· Moral obligation
· Emphasis on duties or rules
· Individual rights
· Ethic of caring
· Universal rules ethic
· Virtue Ethics
· Act in a way that is open, honest, truthful, proud
· Act with wisdom, temperance, humility, prudence, courage, justice
· Emphasis on moral character
· Personal Virtues
Assessment of ethical implications in business decisions
· level 1 assumes an awareness of moral or ethical implications of business decisions or actions
· level 2 is that ethical implications of business decisions or actions can be assessed by individual and/or societal influences. Most commonly used by managers, and most individuals
· Value judgements are subjective evaluations of what is considered important and are based on how managers intuitively feel about the goodness or rightness of various goods
· Moral standards are defined as the means by which individuals judge their actions and the actions of others based upon accepted behaviour in society
· Level 3 represents a more systematic analysis or assessment of ethical implications 
· The assessment is based on the use of fundamental ethical principles to evaluate the outcomes from decisions or corporate actions
Influences on Ethical Behaviour
· Influences become the base for an individual’s value judgements and moral standards that determine behaviour
· Influences on Individuals
· Managers often make ethical decisions based on the morals they acquire while growing up
· The family or home environment is a major influence, making the personal convictions of individual managers a source of ethical standards
· Corporate or Organizational Influences
· The culture of a corporation or organization influences how a manager behaves
· The behaviour of superiors and colleagues sets the tone or standard by which ethical decisions are made
· Economic Efficiency Influences
· Some managers assess the moral implications of a decision by its economic consequences, and a moral justification is based on the workings of a market system
· The corporation’s success is measured by its economic efficiency and competitive effectiveness, which leads to social betterment
· Government and the Legal System Influences
· In order to maintain fair competition, fair treatment of stakeholders, and a set of laws governing business transactions, there has to be a central authority that has the power to enforce basic rules of conduct
· Societal Influences
· Members of society form social relationships with those similar interests, customs, beliefs, or values
· Views of appropriate ethical behaviour may be influenced by a dominant culture, political views, and economic status
· Some stakeholders of business represent societal views including volunteer, charitable, religious, service, fraternal, cultural, and ethnic organizations
· Ethical relativism
· The belief that ethical answers depend on the situation and no universal standards or rules exist to guide or evaluate morality
The Theoretical Basis for Ethical Conduct
· Personal Virtues Ethic
· An individuals or corporation’s behaviour is based upon being a good person or corporate citizen with traits such as courage, honesty, wisdom, temperance, courage, fidelity, integrity, and generosity 
· Ethic of Caring
· Gives attention to specific individuals or stakeholders harmed or disadvantaged and their particular circumstance 
· Utilitarian Ethic
· Focuses on the distribution of benefits and harms to all stakeholders with the view to maximizing benefits
· Universal Rules Ethic
· Ensures that managers or corporations have the same moral obligations in morally similar situations
· Individual Rights Ethic
· Relies on a list of agreed-upon rights for everyone that will be upheld by everyone and that becomes the basis for deciding what is right, just, or fair
· Ethic of Justice
· Considers that moral decisions are based on the primacy of a single value: justice
Moral Reasoning
· A systematic approach to thinking or reasoning through the implications of a moral problem or issue
· An approach to moral decision making includes the following steps, although variations to the sequence do exist
· Define the moral issue or decision
· Gather all relevant information
· Identify stakeholders involved
· Develop possible alternative solutions
· Consider the applicable value judgements, moral standards, and ethical principles
· Identify the distributions of harms and benefits to the stakeholders by each alternative with each ethical principle used
· Determine any practical constraints that might apply
· Decide on the action or decision to be taken that can be supported, explained, and defended if necessary
Corporate Ethics Programs
· Corporate ethics programs comprise some combination of the following
·  statement of values
· a description of beliefs, principles, and basic assumptions about what is desirable or worth striving for in an organization
· code of conduct and/or ethics
· Code of conduct explicitly states what appropriate behaviour is by identifying what is acceptable and unacceptable
· Code of ethics is a statement of principles or values that guide behaviour by describing the general value system within which a corporation attempts to operate in a given environment
· Types of Codes
· Corporate or business enterprise
· Professional organizations
· Industry and sector
· Single issue
· Codes from national and international bodies 
· ethics training
· ethics audits and consulting services
· ethics officers and committees
· ethics reporting systems
· No model or standard program has emerged, and programs vary by business enterprise
Why Ethical Programs Fall
· Managers are morally imperfect
· Self-interest
· Rationalization and self-delusion
· Threat of formal sanctions
· Threat or informal sanctions
· Tolerance to risk-taking behaviour
· Pressure in particular situations
Criticisms and Benefits of Ethics Codes and Programs
· Criticisms
· Unenforceable
· If enforced, penalties are insignificant
· Unnecessary, as most corporations already operate ethically
· Often idealistic
· Written in meaningless generalities
· Merely to prevent government legislation
· Mere response to public criticism
· Benefits
· Business practices more beneficial to society
· Alignment of corporate behaviour with values
· Heightened ethical sensitivity of employees and managers
· Avoidance of criminal acts
· Recognition of stakeholder impacts
· More favourable public image
Conflicts of Interest
· A situation in which an individual has a private or personal interest that is sufficient to appear to influence the objective exercise of that individual’s duties
· Types of conflicts
· Real
· Apparent
· Potential
· Examples
· Self-dealing; accepting gifts or benefits; influence peddling, using employer’s property; using confidential information; outside employment or moonlighting; post-employment; personal conduct
Ethics Officers and Ethics Committees
· Ethics Officers
· Independent manager
· Reports to the board of directors or CEO
· Review complaints or information from anyone in the organization or any stakeholder
· Studies situation and recommends action
· Responsible for the ethics program
· Ethics Committees
· Comprising management, employees, and outside stakeholders
Ethics Reporting Systems and Whistleblowing
· Corporations have established reporting systems so that they can become aware of issues and concerns relating to corporate ethical conduct or irregularities 
· Whistleblowing
· An act of voluntary disclosure of inappropriate behaviour or decisions of authority in an organization
Compliance-based versus Values-based Approaches
· Compliance-based
· Rule, laws, policies
· Conformity with externally imposed standards
· Prevent criminal misconduct
· Lawyer-driven
· Educational approach: policies and rules, legalistic
· Control: auditing, penalties
· Code of conduct
· Specific
· Prescriptions/directives
· Uniformity
· Enforceable statements of specific behaviour
· Values-based
· Values, ethics, guiding principles
· Self-governance to chosen standards; self-imposed
· Enable responsible Conduct
· Management-driven
· Educational approach: policies and rules, but also guidelines and awareness through leadership
· Employee discretion: increased
· Control: accountability, organizational systems, and decision processes
· Code of Ethics
· General
· Values/principles
· Judgement
· Empowering and aspiration
Challenges of Ethics in Business
· Indicating ‘just do the right thing’ is insufficient
· It’s not easy to be ethical
· Unethical behaviour not just due to a few bad apples
· People always have been unethical 
· Most believe that they behave ethically towards others
· Despite designing and implementing comprehensive ethics programs and an active role by management in emphasizing ethical behaviour, misbehaviour will still occur
Ethics in the Workplace
Employees in the Workplace
· Employee loyalty
· Commitment by employees to the organization they work
· Employers can also demonstrate loyalty to employees
· Measuring loyalty can be difficult
· Loyalty can go to one’s self or one’s job, rather than the corporation
· Employee engagement
· The emotional and intellectual commitment of an individual or group to an organization that supports building and sustaining business performance
· Engaged employee behaviours
· Say
· Consistently say positive things about the organization
· Stay
· Intend to stay with the organization
· Strive
· Strive to achieve above and beyond what is expected in their daily role
· Workplace Privacy
· Privacy of personal information is regulated by the federal governments personal information protection and electronic documents act and other provincial legislation
· Discrimination
· The preferential (or less than preferential) treatment on bases not directly related to qualifications of the job or job performance
· Employment Equity
· The fair and equal treatment of employees
· Diversity Management
· Voluntary initiative beyond what is required by law to eliminate discrimination
The 10 Principles That Businesses Must Follow
1. Accountability
2. Identifying purposes
3. Consent
4. Limiting collection
5. Limiting use, disclosure, and retention
6. Accuracy
7. Safeguards
8. Openness
9. Individual access
10. Challenging Compliance
The Business Care for Diversity
· Research shows mixed or neutral results when looking directly at effect of diversity on performance, but you get higher performance from diversity when
· You need to make a complex, multi-faceted decision-making and implement it
· You invest time to understand and work with the diversity
· You manage diversity well
Consumer and Consumptions
· Consumer rights
· To choose, to be heard, to education, to redress, to be informed, to safety, to a healthy environment
· Consumer Sovereignty
· Consumers dictate goods and services to be provided
· Elements of democracy are present
· Consumers make their own choices
· Economic system operates more efficiently when consumers determine production
· Consumers and the Marketplace
· Concerns: higher information costs, misleading advertising, unsafe goods
· Consumers starting to demand increased attention to corporate social responsibility
Competitors and Competition
· Competition is necessary for an effective market economy and benefits the consumer
· But can lead to questionable practices
· Industrial spying, espionage, sabotage, eavesdropping, hiring competitors key employees
· Causes: cutthroat global economy, aggressive competitive tactics, and shorter product cycles
· Concentration of corporate power
· Concern over collaboration and higher profitability
· Government influence to encourage competition
· Canadian competition act
· Bid-rigging, predatory pricing, review of mergers, abuse of dominant position
· Factors determining competitive behaviour
· Entrepreneurship; deregulation and privatization; technology; decline of natural monopoly; mergers/takeovers; global trends in trade
Suppliers and the Supply Chain
· Supply Chain
· The route a product travels from the procurement of raw materials, the transformation into intermediate goods and the final products, and the delivery to consumer through a distribution system to its ultimate disposal by the consumer
· Extended producer responsibility
· An environmental policy approach in which a producer’s responsibility, physical and/or financial, for a product is extended to the post-consumer stage of a product’s life cycle
· Business-to-business
· Commercial activity where one corporation sells goods or services to another corporation rather than to consumers
· Buyers are increasingly recognizing suppliers who are committed to considering social and environmental responsibilities
Suppliers and the Supply Chain
· The supply chain is regulated by the Canadian Competition Act to prevent suppliers from taking advantage of their customers
· Exclusive dealing, tied selling and market restrictions
· Price discrimination
· Price maintenance
· Refusal to deal
Regulation and Governance	
Market Regulation
· No need for government-imposed laws or regulations
· Laissez-faire approach
· Government does not interfere with business
· Consumers can force companies to behave in particular ways by refusing to purchase goods or services or through boycotts
Self-Regulation
· Corporate self-discipline regulation
· Mission, values statement, codes of conduct or ethics
· Industry self-regulation
· Voluntary codes
· Self-regulation involving stakeholders
· Negotiated self-regulation
· Mandatory self-regulation
Government Regulation
· Necessary, because can’t trust business to regulate itself
· Government provides countervailing power to business by reflecting society’s concerns
· Yet, criticized for being oppressive, ineffective, costly, rigid and weakly enforced

Scope of Government Regulation
· Is the protector of various societal interests against business exploitation
· Is the protector of business and producer interests
· Is the owner of business enterprises
· Directly manages large areas of private business activity
· Is a major purchaser of goods and services produced by businesses
· Is a major promoter and subsidizer of businesses
· Is a partner with business in some endeavours 
· Is architect of economic growth
· Is a supplier of debt capital to many businesses
· Is a rescuer of failed businesses
· Prescribes rules businesses must follow
Lobbying
· All attempts to influence directly or indirectly any government activity, and includes any attempt to influence legislators, their staff members, public administrators, and members of regulatory agencies
· Business lobbying attempts to influence
· Making or amending of legislation and regulations
· Making or changing of government policies or programs
· Government decisions in the awarding of grants, contracts, contributions, or any similar benefits
· Government appointments to boards, commissions, and any other public office
Corporate Welfare
· Any action by municipal, provincial, or federal governments that gives a specific corporation or an entire industry a benefit not offered to others
· Industries appear increasingly willing to advocate for and accept government assistance
Business Lobbying: Benefits & Criticisms
· Criticisms
· Practices unethical
· Business lobby too powerful
· Business has unequal access to government
· Cost of business lobbying passed on to consumers
· Benefits
· Offset the influence of other groups
· Opinions or perspectives must be made known to governments if informed decisions are to be made about public policies affecting businesses
The Corporate Agenda
· The real or imagined alleged domination of public policy or government programs by corporations or business organizations in their own best interests
· The corporate agenda might include
· Reduction of government involvement
· Deregulation of business and industry
· Reduced corporate taxation
· Enactment of free trade agreements and support for globalization
Impact of Changing Government Involvement
· Deregulation
· The reduction of government influence impact over the economy allowing for a freer and more efficient marketplace
· Pros
· More competitive business environment, resulting in higher productivity, more efficiency, and lower prices
· Cons
· Reduced environmental quality standards, greater financial uncertainty, and market control by monopolies
· Privatization
· Strengthening of the market at the expense of the state
· Provision of public service by the private sector
· Degrees of privatization
· Techniques or forms of privatization
Ethical Implications in Business-Government Relationship
· Appropriateness of government involvement and interference in business operations
· Matter of accessibility to government
· Favouritism to some corporations regarding loans, grants, or protection
· Endorsement of political candidates or parties can be perceived as expecting favors in future
· Lack of transparency in relationship between government and business
Corporate Governance
· The processes, structures, and relationships through which the shareholders, as represented by a board of directors, oversee the activities of the corporation
· For most corporations, the basic governance structure is this: shareholders vote for, and hence empower, a board of directors, who then have a fiduciary responsibility to look out for shareholders interests. The board hires a CEO, who is accountable to the board. The CEO hires a management team, and so on. 
The People Who Run Canadian Business
· Owners
· Direct ownership
· Indirect ownership
· Board of directors
· Elected by shareholders
· Must fulfill legal and fiduciary obligations
· Managers
· Top managers are hired by board of directors
· Oversee operations of corporation
Role of the Owner Stakeholder
· Owners, also referred to as investors or shareholders, are key stakeholders in a capitalist system as they provide a major portion of the capital to finance corporations
· Governing system
· The processes, structures, and relationships through which decisions are made
The Ownership of Canadian Business
· 
· Investors/shareholders
· Entrepreneurs
· Employees and managers
· Customers and consumers
· Producers 
· Mutual funds
· Pension funds
· Union sponsored investment funds
· Corporate ownerships
· Private equity firms
· Venture capital company
· Not for profit organization ownership
· Government ownership

Rights of Shareholders
· 
· Secure ownership registration
· Capability to transfer ownership
· Access to relevant corporate information
· Participation and voting at shareholder meetings
· Election and removal of board members
· Share in profits of the corporation
· Knowledge of extraordinary transactions or decisions
· Disclosure of dual-class decisions
· Rules and regulations to ensure transparent functioning of capital markets 
· Capability to exercise ownership rights
· Ability to consult other shareholders relating to their rights

Shareholder Democracy: Passive versus active shareholders
· Shareholder democracy
· The exercise of power by owners to ensure they are treated fairly and enjoy equally the privileges and duties of ownership
· Passive shareholders
· Do not attempt to influence the affairs of the corporation even though they have a legal right to do so
· Active shareholders
· Participate in the governance of the firm to the full extent allowed by law
Responsibilities of the Board
· Board of directors
· Group of individuals elected by shareholders to govern or oversee the corporation’s affairs
· Fiduciary duties
· Obligations of directors to shareholders that are prescribed by laws or regulations
Board Membership & Structure
· Independent director
· A director who is free from any interest and any business or other relationship which could, or could reasonably be perceived to, materially interfere with the director’s ability to act in the best interests of the corporation
· Board committee examples
· Audit
· Finance
· Human resources
· Pension
· Audit committee is required to have independent members
· Most experts recommend separation between the role of the board chair and the CEO
Responsible Investing
· Screening investments in corporations or mutual and pension funds for their response to social or ethical responsibilities as well as their financial or economic actions
· Use “positive” screens and “negative” screens
Corporate Governance and Performance
· Some research suggests that good corporate governance affects firm performance
· Effective boards
· Not too big/small
· Are accountable and independent
· Have experienced, knowledgeable and effective directors with the highest level of integrity
· Have clear roles and responsibilities
· Engage with stakeholders
· Diversity
OECD Principles of Corporate Governance
· Rights of stakeholders are to be respected
· Effective redress for stakeholders when rights violated
· Stakeholders should have access to information
· Stakeholders should be allowed to blow whistle on illegal or unethical practices to board
Environment
Managing Responses to Environmental Concerns
· Token responses
· Compliance with laws and regulations
· Comprehensive environmental management
· Sustainable development
Defining Environmental Ethic and Sustainable Development
· Environmental ethic
· The set of values or principles that govern a corporation’s practices relating to the government
· Sustainable development
· Development ensuring that the of resources and the impact on the environment today does not damage prospects for the use of resources or the environment by future generations
· Business Sustainable Development
· Adopting business strategies and activities that meet the needs of the enterprise and its stakeholders today while protecting, sustaining, and enhancing the human and natural resources that will be needed in the future
Market-Driven Environmentalism
· Standard environmentalism
· Government regulation occurs when it is a necessary remedy for market’s failure to provide environmental amenities
· Market Environmentalism
· Economic incentives created by market are more effective at protecting the environment than government intervention
· Emissions trading
· A system whereby corporations set targets for greenhouse gas reduction; if one corporation cannot meet the target, it purchases carbon credits from those that have met their targets
Business, its stakeholders, and the Natural Environment
· Environmental issues confront virtually all aspects of the corporation, from the input of resources to the manufacturing process, and from workplace conditions through to the way products are packaged and sold
Environmental NGO Influence
· Environmental non-governmental organizations (ENGOs)
· Groups that hold shared values or attitudes about the challenges confronting the natural environment and advocate for changes to improve the condition of the environment
· Such groups influence corporations through protests, blockades, boycotts, and annual shareholder meetings
Factors leading ENGOs to Target Firms
· Firm is the source of the environmental impact
· Extent of the consequences of the firm’s actions
· Denser relationships among firm’s ENGOs
· Larger the firm
· Greater influence of the firm
· Previous interactions with ENGO
· Firms brands are well known
Measuring and Reporting on Environmental Sustainability
· Type and amount of materials used
· Source of energy and efficiency of use
· Source and quality of water
· Impact on biodiversity
· Reduction of emissions, effluents, and waste
· Product design that minimizes impact
· Compliance with environmental laws
· Use of efficient transportation
Globalization
Defining Globalization
· Globalization
· A process of decreasing constraints on the interactions among the nations and peoples of the world
· Economic Globalization
· The integration of fragmented markets into a global economy
· Political Globalization
· The process by which world power relationships change, and there is a loss of sovereignty by the states
· Social or cultural globalization
· The emergence of a worldwide cultural system
Globalization and the Implications for Business
· Damage to the environment
· Support for oppressive regimes
· Criticism of marketing practices
· Arms trade
· Treatment of employees
· Treatment of indigenous peoples
· Genetic modification of plants and animals
· Corruption and bribery
Institutions of Globalization
· Supranational institution
· An international organization that transcends national boundaries where the member states share in decision making on particular issues pertaining to the members
· The world bank
· Provides financial and technological assistance to developing countries
· World Trade Organization
· Coordinates agreements reducing trade barriers
International Non-governmental Organizations
· INGOs are groups that hold shared values and attitudes about the issues relating to globalization and advocate for changes to improve conditions in developing countries
· INGOs put pressure on corporations and governments
· INGOs are also referred to as transnational non-government actors or transnational social movement organization
Globalization and Canadian Business and Society
· Pressure to forge international links
· Must meet challenges of global restructuring
· Attract more investment in natural resource plants
· More direct investment abroad
The Debate over Globalization
· Supporters
· Trade leads to more efficient production of better goods and services
· Better opportunities for employment and higher incomes
· Standard of living has increased
· Transfer of capital, technology, intellectual property, skilled labour
· Opponents
· Benefits received by only a few
· Creates unemployment
· Increased poverty and inequality
· Causes periodic financial crises
· Destroys local environment
· Destroys cultures
· Violates human rights
· Questionable payments made
· Disrespect of intellectual property
Special Challenges of Global Business – Human Rights
· Human rights
· The fundamental rights and freedoms to which all individuals, groups, and societies are entitled
· Child labour
· Forced labour
· Discrimination
· Environment
· Working conditions
Special Challenges of Global Business – Corruption
· Corruption
· The abuse of entrusted power for private gain 
· Making questionable payments, or bribes, to government officials to influence their decisions
· Three types of bribery assessed included
· Bribery of high ranking politicians or political parties
· Bribery of low level public officials to speed things up
· The use of personal or familiar relationships to win public contracts
Sustainability and Strategy
Sustainability Strategy
· A plan that views economic, ethical, social, and environmental responsibilities more intensively and integrates corporate social responsibility into all facets of the corporations operations
Strategic Management
· The process through which a corporation establishes its missions and objectives, analyzes the environment and resources capabilities in order to formulate strategy, creates the organizational systems and processes needed to implement the strategy, and devises mechanisms for evaluating performance
Sustainability Strategy and Purpose
· Vision
· A statement of what the corporation wants to become or where it wants to be at some date in the future
· Mission
· An enduring statement that specifies in broad, even philosophical, terms the organization’s “reason for being” and what distinguishes it from similar organizations
· Values
· The basic assumptions about which ideals are considered desirable or worth striving for
Sustainability Strategy Foundation
· Assessment of the external environment in which the corporation operates
· Understand when and how this environment influences the corporation
· Assessment of internal resources and capabilities
· Allows corporation to determine its ability to take advantage of opportunities in the environment and to overcome any threats
· Establishment of objectives
· The ends the corporation seeks to achieve through its existence and operations
· CSR strategy options and selections
Sustainability Strategy Implementation
· Designing the corporations structure
· Allocating resources
· Developing information and decision making processes
· Managing human resources
Sustainability Strategy Evaluation
· Important to have continuous monitoring and reviewing of the strategic management process
· It has become important to incorporate social policies into the strategic management process
· Business legitimacy depends on it
· Government can legislate compliance regulations
· [bookmark: _GoBack]Business’s success and continues existence are interrelated with social policies

· 



