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UNIT 4     BUSINESS ETHICS

MORALITY AND ETHICS

Definition of Morals

Morals are the social, cultural and religious beliefs or values of an individual or group which tells us what is right or wrong. They are the rules and standards made by the society or culture which is to be followed by us while deciding what is right. Some moral principles are:

Do not cheat

Be loyal

Be patient

Always tell the truth

Be generous

Morals refer to the beliefs what is not objectively right, but what is considered right for any situation, so it can be said that what is morally correct may not be objectively correct.

Definition of Ethics

Ethics is a branch of philosophy that deals with the principles of conduct of an individual or group. It works as a guiding principle as to decide what is good or bad. They are the standards which govern the life of a person. Ethics is also known as moral philosophy. Some ethical principles are:

Truthfulness

Honesty

Loyalty

Respect

Fairness

Integrity

Primarily it is the individual, the consumer, the employee or the human social unit of the society who benefits from ethics. In addition ethics is important because of the following:

Satisfying Basic Human Needs: Being fair, honest and ethical is one the basic human needs. Every employee desires to be such himself and to work for an organization that is fair and ethical in its practices.

Creating Credibility: An organization that is believed to be driven by moral values is respected in the society even by those who may have no information about the working and the businesses or an organization. Infosys, for example is perceived as an organization for good corporate governance and social responsibility initiatives. This perception is held far and wide even by those who do not even know what business the organization is into.

Uniting People and Leadership: An organization driven by values is revered by its employees also. They are the common thread that brings the employees and the decision makers on a common platform. This goes a long way in aligning behaviors within the organization towards achievement of one common goal or mission.

Improving Decision Making: A man’s destiny is the sum total of all the decisions that he/she takes in course of his life. The same holds true for organizations. Decisions are driven by values. For example an organization that does not value competition will be fierce in its operations aiming to wipe out its competitors and establish a monopoly in the market.

Long Term Gains: Organizations guided by ethics and values are profitable in the long run, though in the short run they may seem to lose money. Tata group, one of the largest business conglomerates in India was seen on the verge of decline at the beginning of 1990’s, which soon turned out to be otherwise. The same company’s Tata NANO car was predicted as a failure, and failed to do well but the same is picking up fast now.

Securing the Society: Often ethics succeeds law in safeguarding the society. The law machinery is often found acting as a mute spectator, unable to save the society and the environment. Technology, for example is growing at such a fast pace that the by the time law comes up with a regulation we have a newer technology with new threats replacing the older one. Lawyers and public interest litigations may not help a great deal but ethics can.

Ethics tries to create a sense of right and wrong in the organizations and often when the law fails, it is the ethics that may stop organizations from harming the society or environment.

Key Differences Between Morals and Ethics

The major differences between Morals and Ethics are as under:

Morals deal with what is ‘right or wrong’. Ethics deals with what is ‘good or evil’.

Morals are general guidelines framed by the society E.g. We should speak truth. Conversely, ethics are a response to a particular situation, E.g. Is it ethical to state the truth in a particular situation?

The term morals is derived from a Greek word ‘mos’ which refers to custom and the customs are determined by group of individuals or some authority. On the other hand, ethics is originated from Greek word ‘ethikos’ which refers to character and character is an attribute.

Morals are dictated by society, culture or religion while Ethics are chosen by the person himself which governs his life.

Morals  are concerned with principles of right and wrong. On the contrary, ethics stresses on right and wrong conduct.

As morals are framed and designed by the group, there is no option to think and choose; the individual can either accept or reject. Conversely, the people are free to think and choose the principles of his life in ethics.

Morals may vary from society to society and culture to culture. As opposed to Ethics, which remains same regardless of any culture, religion or society.

Morals do not have any applicability to business, whereas Ethics is widely applicable in the business known as business ethics.

Morals are expressed in the form of statements, but Ethics are not expressed in the form of statements.

Examples

If the son of a big politician has committed a crime and he uses his powers to free his son from legal consequences. Then this act is immoral because the politician is trying to save a culprit.

A very close friend or relative of an interviewer comes for an interview and without asking a single question, he selects him. This act is unethical because the selection process must be transparent and unbiased.

A grocer sells adulterated products to his customers to earn more profit. This act is neither moral nor ethical because he is cheating his customers and profession at the same time.

VALUES AND ETHICS

Values and ethics in simple words mean principle or code of conduct that govern transactions; in this case business transaction. These ethics are meant to analyse problems that come up in day to day course of business operations. Apart from this it also applies to individuals who work in organisations, their conduct and to the organisations as a whole.

We live in an era of cut throat competition and competition breeds enmity. This enmity reflects in business operations, code of conduct. Business houses with deeper pockets crush small operators and markets are monopolised. In such a scenario certain standards are required to govern how organizations go about their business operations, these standards are called ethics.

Business ethics is a wider term that includes many other sub ethics that are relevant to the respective field. For example there is marketing ethics for marketing, ethics in HR for Human resource department and the like. Business ethics in itself is a part of applied ethics; the latter takes care of ethical questions in the technical, social, legal and business ethics.

VARIOUS APPROACHES TO BUSINESS ETHICS

Different Approaches towards Ethical Behaviour in Business:

There are different ways of thinking about ethical behaviour. Some situations offer clean-cut ethical choices. Stealing is unethical. There is no debate about it. There are other situations where two or more values, rights, or obligations conflict with each other and a choice has to be made.

For example, suppose that a police officer attends his brother’s wedding and finds some guests using drugs there, which is against the law. Should the officer arrest the drug users? Should he be loyal to his brother or to his job? It offers a difficult choice. Various approaches to ethical behaviour give some guidance in making some choices. Some of these approaches are:
1. Teleological approach:

Also known as consequentiality approach, it determines the moral conduct on the basis of the consequences of an activity. Whether an action is right or wrong would depend upon the judgement about the consequences of such an action. The idea is to judge the action moral if it delivers more good than harm to society. For example, with this approach, lying to save one’s life would be ethically acceptable.
Some of the philosophers supporting this view are nineteenth century philosophers John Stuart Mill and Jeremy Bentham. They proposed that ethics and morality of an act should be judged on the basis of their ultimate utility.

An act would be considered moral if it produced more satisfaction than dissatisfaction for society. It must be understood that this satisfaction or happiness should be for the society in general and not to the people committing the act or the people who are directly involved in the act.
For example, not paying the money to someone whom you owe may make you happy but it disrupts the social system of fairness and equity thus making the society as a whole unhappy. Accordingly, this would not be considered as a Similarly, a party who breaks a contract may be happy because it is beneficial to it, but it would damage the society’s legal framework for conducting business in an orderly fashion. Hence, it would not be an ethical act.
2. Deonotological approach:

While a “teleologist” focuses on doing what will maximize societal welfare, a “deonotologist” focuses an doing what is “right” based an his moral principles. Accordingly, some actions would be considered wrong even if the consequences of these actions were good. According to DeGeorge:
“The deonotological approach is built upon the premise that “duty” is the basic moral category and that the duty is independent of the consequences. An action is right if it has certain characteristics or is of a certain kind and wrong if it has other characteristics or is of another kind”.

This approach has more of a religious undertone. The ethical code of conduct has been dictated by the Holy Scriptures. The wrongs and rights have been defined by the word of God. This gives the concept of ethics a fixed perception. Since the word of God is considered as permanent and unchangeable, so then is the concept of ethics.
Holy Scriptures like those of the Bible, the Holy Quran, Bhagwad Gita and Guru Granth Sahib are considered to be the words of God and hence must be accepted in their entirety and without question. In similar thinking, though based upon rationality, rather than religious command, Emmanuel Kant, an eighteenth century German philosopher suggested morality as universally binding on all rational minds.
According to him, “Act as if the maxim of thy action were to become by thy will a universal law of nature.” This mode of thinking asks whether the rationale for your action is suitable to become a universal law or principle for everyone to follow. For example, “not breaking a promise” would be a good principle for everyone to follow. This means that morality would be considered unconditional and applicable to all people at all times and in all cases.
This approach suggests that moral judgments be made on the determination of intrinsic good or evil in an act which should be self evident. For example, the Ten Commandments would be considered as one of the guidelines to determine what is intrinsically good and what is intrinsically evil.
3. Emotive approach: 

This approach is proposed by A.J. Ayer. He suggests that morals and ethics are just the personal viewpoints and “moral judgements are meaningless expressions of emotions.” The concept of morality is personal in nature and only reflects a person’s emotions.
This means that if a person feels good about an act, then in his view, it is a moral act. For example, using loopholes to cheat on income tax may be immoral from societal point of view, but the person filing the income tax returns sees nothing wrong with it.
Similarly, not joining the army in time of war may be unethical and unpatriotic from the point of view of the society and the country, but the person concerned may consider war as immoral in itself. According to this approach, the whole idea about morality hinges on the personal view point.
An extension of Emotive theory puts focus an the integrity of the person. While the person is looking for his own “long term” benefit, he must have a “virtue ethics perspective” which primarily considers the person’s character, motivations and intentions.

Character, motivations and intentions must be consistent with the principles accepted by society as ethical. The advantage of this approach is that it allows the ethical decision maker to rely on relevant community standards, “without going through the complex process of trying to decide what is right in every situation using deontological or teleological approaches.”
4. Moral-rights approach:

This approach views behaviour as respecting and protecting fundamental human rights, equal treatment under law and so on. Some of these rights are set forth in documents such as Bill of Rights in America and U.N. Declaration of Human Rights. From ethical point of view, people expect that their health and safety is not endangered by unsafe products.
They have a right not to be intentionally deceived on matters which should be truthfully disclosed to them. Citizens have a fundamental right to privacy and violation of such privacy would not be morally justifiable.
Individuals have the right to object and reject directives that violate their moral or religious beliefs. For example, Sikhs are allowed to wear turbans instead of putting on a hat as required by Royal Canadian Police, because of their religious beliefs.
5. Justice approach:

The justice view of moral behaviour is based on the belief that ethical decisions do not discriminate people on the basis of any types of preferences, but treat all people fairly, equitably and impartially, according to established guiding rules and standards. All mankind is created equal and discriminating against any one on the basis of race, gender, religion, nationality or any such criteria would be considered unethical.

From organizational point of view, all policies and rules should be fairly administered. For example, a senior executive and an assembly worker should get the same treatment for the same issue, such as a charge of sexual harassment.
