Chapter 5- Ethics of Business: The Theoretical Basis
Section 5.1: Introducing the ethics of business
· Ethics is concern for society and it’s various institutions
· The traditional view of enterprise system is caused by businesspersons that are somehow less ethical than others.
· Materialism is caused by profit motivating force for business, business activity requires and rewards deception, business evades the law, businesspersons and mangers manipulate others.
· Business ethics has been the discussion in society and especially the media since the financial crisis and the economic downturn in 2008
· “Business Ethics”- is rules, standards, codes or principles that provide guidelines for morally right behaviour and truthfulness in specific situations. By Philip Lewis
Section 5.2: Assessment of ethical implications in business decisions
· The ethical implications that are decisions or actions can be assessed by individuals and/ or societal influences that are described as value judgments of purpose and moral standard of behaviour.
· “Value Judgment”- are subjective evaluations of what is considered important; are based on how managers intuitively feel about the goodness of various goals.
· “Moral Standard”- the means by which individuals judge their actions and the actions of others based upon accepted behaviour in society.
· “Levels of Ethical Assessment” – see page 94 figure 5.1 – level 2 is that most commonly used by managers and most individuals and level 3 represents a more systematic analysis or assessment of ethical implications.
Everyday Ethics 5.1:
In January 2007 TELUS Corp was offering a service to adult customers for adult content videos that are acquired by pay- per- download. The corporations received many complains by its consumers and corporate subscribers and was called for boycott. On February, 2007 the corporation dropped the service. The issue was between economic and ethical responsibilities even through it could have been good idea to invest on. 
Section 5.3: Influences on ethical behaviour
· “Individual morals” –managers make ethical decisions based on how they grow up by their family and home environment which influence his or her behaviour.
· “National and ethic cultures”- The traditions of a person’s country or an ethic group influence the ethical standards of a person.
· “Government legislation and regulation”- They influence the company using regulations that affect the industry that the business is in.
· “The legal system”- The law makes some behaviours of business illegal and managers most stay within the law.
· “Religion”- for some managers’ religion is important and the religious organizations are highly influencing the business.
· Colleagues or peers”- moral standards of other businesspersons can become a basis for on managers considers ethical issues.
· “Education”- the way the person is educated can be a reference point on how to act towards ethical issues.
· “Media”- The possibility of exposure influences decisions made my managers.
· “Corporate mission, vision, and values statements”- they identified the values that are held by the organization and reflected in the corporate culture.
· “Union contracts”- they specify what managers can and cannot do in action taking.
· “Competitive behaviour”- other managers’ behaviour affects the managers.
· “Activist or advocacy groups (NGOs)”- they can have an impact on the managers decision.
· “Business or industry organizations”- they can impact managers to make ethical decisions.
· “Professional associations”- lawyers, architects, engineers, and doctors develop ethical codes or guidelines to adhere to by their members.
Responsibility for ethics 5.1:
This talks about The Canadian Real Estate Association (CREA) and how it influences its members by having codes of ethical to follow. These are the codes that the members must follow: Code of ethics and standards of business Practice, Privacy code, Pledge of Competition, Principles of Competition.
· “Ethical Relativism” – The belief that ethical answers depend on the situation and there are no universal standards or rules to guide or evaluate morality.
· See page 97 for Table 5.1 which talks about distinguishing among values, morals, and ethics.
Sections 5.4: The theoretical basis for ethical conduct
· Businesspeople do incorporate morality into decision making, but it is commonly based on value judgements and moral standards. Formal ethics principles exist, but they are often described in very theoretical, abstract, and complex languages.
· “Self-interest ethic (Ethical Egoism)”- is individuals or corporations set their own standards for judging the ethical implications of their actions; only the individual’s values and standards are the basis for actions. 
· Self-interest is always there and cannot be ignored
· Self-interest not necessarily the same as: selfishness, greed, disregard for the rights and interests of others, hedonism, or materialism.
Everyday Ethics 5.2
This is about the Ponzi schemes which was promising high returns to investors. The investors were being paid from new investors and they did this by attracting new investors. This scheme was consider fraudulent and illegal in Canada. This was done by Charles K. Ponzi he’s Italian and came to Canada and the pyramid scheme caused by Bernard Madoff.
· This self-interest is described by Kaler’s gradations of self-interest and morality on page 100 figure 5.2.
· “Personal Virtues Ethic”- is an individual’s or corporation’s behaviour is based upon being a good person or corporate citizen with traits such as courage, honesty, wisdom, temperance, and generosity.
Responsibility for Ethics 5.2
This is talking about breaking the law with misleading statements which were caused by Premier Career Management Group (PCMG) who were found guilty. This caused the Federal court to stay that they violated the Competition Act.
· “Ethic of Caring”-gives attention to specific individuals or stakeholders harmed or disadvantaged and their particular circumstances.
· Golden rule: Do unto others as you would want done to you.
Everyday Ethics 5.3
This talks about how Shoppers Drug Mart always cared about the community since of the time of its founder Murray Koffler. Then, it talked about “The tree of Life campaign” which is to raise money to support for local health charity and customers and employees were the ones that helped raise all that money since 2002.
· “Government requirements ethics”- The acceptance of a code of laws as the governing rules of society or as a contract with society that determines what is considered right or appropriate behaviour.
· The law represents the minimum moral standard.
· “Utilitarian Ethic”- Focuses on the distribution of benefits and harms to all stakeholders with the view to maximizing benefits.
· “The greatest good for the greatest number.”
Everyday Ethics 5.4
This talks about payday loans which are unsecured loans against the customer’s next paycheque. It started in mid-1990s and how today it has about 2 million customers. How it became an informal banking system and how it is usually unregulated.
· “Universal Rules Ethic”- Ensures that managers or corporations have the same moral obligations in morally similar situations.
· Treat people as means in themselves (i.e., with respect) and never as a means to one’s own ends.
· “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.
· Examples: Rights to safety, information, privacy, property.
Responsibility for Ethics 5.3
It talks about how people have the right to safety, to choose, to be heard, to be informed, to consumer education, to consumer redress, to a healthy environment, to basic needs.
· “Economic Efficiency Ethic”- Judges the moral implications of a decision by its economic consequences and provides the moral justification for a market system.
· Adam Smith: By focusing on efficient operations, profits are maximized, and society ultimately benefits.
· “Ethics of Justice”- Considers that moral decisions are based on the primacy of a single value: justice.
· Procedural justice – This involves the impartial application of rules or procedures.
· Corrective justice – Stakeholders are compensated appropriately for wrongs that are suffered.
· Retributive justice – This form is concerned that punishment should fit the offence
· Distributive justice – There is concern for how all stakeholders are treated. This form of justice is often applicable in business situations.
Responsibility for Ethics 5.4
This is talking about The Canadian Motor Vehicle Arbitration Plan (CAMVAP). Also is talking about how people were frustrated by not having accessible way to resolve disputes involving new car warranties. In 1994 CAMVAP was created to provide consumers with resources to justice without going to court.
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· “Moral Reasoning”- A systematic approach to thinking or reasoning through the implications of a moral problem or issue. There are steps to take to this approach:
· Define moral issue or decision
· Gather all relevant information
· Identify the stakeholders involved
· Develop possible alternative solutions
· Consider applicable value judgments, moral standards, ethical principles
· Identify harms/benefits to stakeholders
· Determine practical constraints
· Decide on action
· “Approaches to considering the ethical implications in business decisions” – on page 108 table 5.2
· “Kohlberg’s Stages of Moral Development” – on page 109 on table 5.3
· Pre-Conventional Level (Self)
· Stage 1 – Punishment and obedience orientation
· Stage 2 – Individual instrumental purpose/exchange
· Conventional Level (Others)
· Stage 3 – Mutual interpersonal expectations
· Stage 4 – Law and order orientation
· Post-Conventional Level (Humankind)
· Stage 5 – Social contract orientation
· Stage 6 – Universal ethical principle orientation
Section 5.6: Ethics in Business: Some Challenges
· Indicating ‘just do the right thing’ is insufficient (i.e., too open ended)
· It’s not easy to be ethical
· Unethical behaviour not just due to a few bad apples
· People always have been (and always will be) unethical
· Most believe (due to implicit bias) that they behave ethically towards others
· “Myths of Business Ethics”
· “It’s Easy to Be Ethical”
· Ethical decisions are complex
· Ethical theories are complex
· Moral awareness (ethical recognition, ethical sensitivity) is necessary
· Ethical decision making is a complex, multi-stage process
· Organizational context creates additional pressures and complexity
· “Unethical behaviour in business is simply the result of ‘bad apples’”
· First react is to look for culprit who can be punished and removed
· Most are followers when it comes to ethics; they engage in unethical conduct when directed by boss.
· Ethics cannot be taught or adults influenced. Not true.
· “Ethical leadership is mostly about leader integrity”
· Managers must lead others to behave ethically
· Hypocritical Leader = Strong moral manager and weak moral person
· “Ethics can be managed through formal ethics codes and programs”
· Compliance vs. integrity
· Ethical culture necessary every day
· Unethical Leader  = Weak moral manager and weak moral person
· Ethical Leader = Strong moral manager and strong moral person
· Ethically Silent Leader = Weak moral manager and strong moral person
· “People are less ethical than they used to be.”

