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Chapter Outline, Social and Ethical Responsibility

(Note:  This Chapter Outline corresponds to Chapter 4 within Management:  Comprehension, Analysis, and Application, Gatewood, Taylor & Ferrell, 1st edition, 1995.  Numbers at right are the corresponding page numbers for your use in referencing.)

Executive Summary:  Ethical and social behaviors in an organization are an effect of leadership, the responsibility of management.  The ethical behaviors of individuals within an organization can be well predicted as they are largely a function of the culture and enviornment.  Therefore, managers are responsible for leading a culture and environment of ethical and social behavior through their use of signaling, authority and reward systems.  Business ethics goes beyond mere legalities; legal actions may well be unethical. 

Examples:  The Stanford Prison Experiment (Zimbardo); The Deadly Shock Experiment (Milgram)

The Current State of Business Ethics

"Prudential Insurance may end up paying $1 billion to policyholders who were coaxed into buying more expensive life insurance; Prudential has replaced more than 1,000 managers.  Three ADM executive will go on trial in 1998, charged with consirping to fix world wide prices for a livestock feed supplement.  Texaco agreed to pay a record $176 million to settle a racial discrimination suit."

"Nearly half of U.S. workers admit to taking unethical or illegal actions in the past year ... including cheating on an expense account, descriminating aganist co-workers, paying or accetping kickbacks, secretly forging signatures, trading sex for sales, and looking the other way when environmental laws are violated.  Surveyed workers were asked only to list violations that they attributed to "pressure" due to such things as long hours, sales quotas, job insecurity, personal debt, and balancing work and family.  It did not ask about reasons such as greed, revenge and ambition.  The top categories or behaviors reported were cutting corners on quality control, covering up of incidents, abusing or lying about sick days, lying or deceiving customers, and putting inappropriate pressures on others.  Workers say the best ways to curb ethical violations are better communication and serious committment by management to address the issue."

The source is USA Today, Fr/04/06/97, page 1.

HBS (Harvard Business School) requires a course in business ethics; it is the only required course marked as pass/fail.

In a recent survey of 40,000 Americans, 93% admitted to lying "regularly and habitually in the workplace."  The source is "Here's a Radical Idea -- Tell the Truth!", Fast Company, August‑September, 1997, p. 50.

The Sears Rip-Off
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Management rewards "maximize total repair revenue"


+ "you get exactly what you reward"



(so be very, very careful what you choose to reward)



The Greatest Management Principle in the World, Michael LeBoeuf


+ whenever given the choice between performance and measurement


people frequently choose the measurement


= multimillion settlement for deceptive overcharging of customers

Business Ethics


Actions deemed unethical by society are not necessarily illegal.
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Contrapositive:  Actions deemed legal by society are not 
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necessarily ethical



Example:  Cigarettes?, Gaming?


Ethical issues in business truly difficult to resolve
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There are many gray areas, borderline decisions and ambiguites
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regarding ethical business practices



Example:  Roger and Me



bad for Flint, good for GM, good for Mexico = good or




bad for society?



Example:  Nike's Jakarta factory - $2.50 a day ???




(it is, however, the minimum legal wage)


Actions are ethical or unethical depending on the culture in which 
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a business operates



Example:  Cost ledger account for bribes, taxing tips

Major Factors that Influence Ethical Decision Making
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Individual Moral Philosophy
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Hedonism
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One should seek self-satisfaction without 




regard to others or society




Seek pleasure, avoid pain.  "If it feels good, do it"




Example:  If you want cigarettes, steal 'em!  Its OK.



Utilitarianism






(99)




One should seek the greatest satisfaction for the




number of individuals




Assign a value (positive or negative) for every 




consequence for any/all affected individuals.  "If the




total is positive, do it."




Example:  If you want cigarettes and could get caught




and go to jail for a real long time, don't steal 'em.



Ethical Formalism
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One should focus on human rights and values and on




the intentions associated with a particular behavior




Examples:  The Golden Rule, Kant's Categorial Imperative




Example:  You wouldn't want someone to steal your




cigarettes, would you?  Don't steal 'em.


Work Relationships
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Some employees succumb to organizational pressures to 



behave unethically, rather than following their own values, 



rationalizing their decision by maintaining that they are simply 



"following orders  ("It's my job.")




Example:  Absence of Malice



Example:  The Milgram experiments



Through the use of modeling, signaling, authority and reward systems, 



management is extremely important in fostering ethical behavior.



The greater an individual's exposure to unethical behavior, the 



greater likelihood the individual will engage in unethical behavior



An individual's perceptions of the ethical behaviors of others is 



a stronger predictor of an individual's ethical behavior than an 



individual's personal belief regarding ethical behavior.


Opportunity
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Opportunity for unethical behavior is a stronger predictor of an 



individual's ethical behavior than an individual's personal belief 



regarding ethical behavior



The greater the reward for unethical behavior, the greater the 



likelihood the individual will engage in repetitive unethical behavior



The greater the punishment for unethical behavior, the lower the 



likelihood the individual will engage in repetitive unethical behavior

Whistle blowing
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Whistle blowing is when employees expose an employer's 



wrongdoing to outsiders such as the media or government 



regulatory agencies




Example:  Silkwood


The government maintains a program that provides significant 



financial incentive for whistle blowing connected with government 



contracts



Some 200 major US corporations have appointed ethics officers 



in an effort to encourage (internal) whistle blowing



Corporations, despite fear of legal action, often dismiss and/or



harass employees who blow the whistle

Shift towards Consumerism


Caveat emptor
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means "let the buyer beware"




ancient expression that burdens the consumer with any transaction 




irregularites (eg, dangerous or defective products)


JFK's 1962 Consumer Bill of Rights
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The right to safety



The right to be informed



The right to choose



The right to be heard

Relevant Readings

The Power of Ethical Management, Kenneth Blanchard & Norman Vicent Peale, 1988. 
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