Chapter 2: Business Ethics and Social Responsibility
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Responsibility toward the Environment
Responsibility toward the Customers
Responsibility toward the Employees
Responsibility toward the Investors

Implementing Social Responsibility Programs
Approaches to Social Responsibility
Managing Social Responsibility Programs

E. Social Responsibility and the Small Business
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1. Customers. Critical factors include charging fair prices, honoring warranties, and @eonomuc
standing behind product quality. a ojye,(,AS ‘h g t _ JI
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2. Employees. Treating workers fairly, making them a part of the team, and respecting ¥ P wechosing -- - -
their dignity promote a company’s reputation.
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Social responsibility refers to the overall way in which a business itself tries to balance its C"/‘f‘[ C/‘ 630 n z,e A

commitments to relevant groups and individuals in its social environment.
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A. The Stakeholder Model of Responsibility aS,uill (e Sadlall ilgadl
Most companies strive to be ethically responsible to five main groups:
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Investors. Managers must follow proper accounting procedures, provide
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appropriate information to shareholders, and manage the orgammtmn to protect
shareholder investments.
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4. Suppliers. Partnership arrangements with suppliers can enhance market image and
(2« fimm reputation.

5.

Local and International Communities. Contributing to local and global programs
has a positive impact on the community.

» C‘DnJ-QW\?orﬂlg, 5OCAG-Q Consciausnes? P '::.SL.;D')S "«_isl\
daxaialldalgaeall  Jadis 15La Areas of Social Responsibility,

A Responsibility toward the Environment 251l olai 2l 9 5usa

- severtad P'd(‘zln's combive o fower our of_ua,blf]/Cchw Cth'(’/! reum
1. AAir Pollution: Under new laws, many companies must install special devices to limit
pollutants they expel into the air.

2. Water Pollution: Increased awareness of chemical and waste dumping' and the resulting
dangers has led to improved water quality in many arcas of the country.

3. Land Pollution: Proper ‘toxic waste disposal and recycling programs are allowing —
companies to help restore land quality and to prevent further contamination.
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4. Green Marketing: Businesses are increasingly recognizing that looking after the Jﬂmxaj Pal-h
environment is good marketing. As a result, businesses are now concerned with a number heein
of environmental factors:

nly

2~ prvention of-
Pebure contamimat
Responsibility toward Customers (aSlgicull olad Zalgfus :

1. Consumer Rights: Consumerism is social activism dedicated to protecting the rights of COE?-WM B”d’)
consumers in their dealings with businesses. O Slgiinall Geia ellin

Unfair Pricing: Collusion occurs when two or more firms agree to collaborate on ‘
wrongful acts, such as price fixing; price gouging occurs when firms respond to increased C/J:@] } J.)/ b
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3. Ethics in Advertising: Consumers deserve to begiven product information that is trathful
and can be proven, as well as information that is not morally objectionable.”

C. Responsibility toward Employees asyill (0415 90 olai 2alg huun

1. Legal and Social Commitments:" Recruiting, hiring, training, promoting, and
compensating are the basis for social responsibility toward employees; aGyhistle-blov
is an employee who discovers and tries to end a company’s unethical, illegal, or
irresponsible actions by publicizing them. Most organizations now have whistleblower
policies to protect whistleblowers from retaliation.
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[1./I_m>pmper Financial Management: /Insider trading occurs when someone uses
confidential information to benefit from the purchase or sale of stocks. Misrepresentation
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of finances is where unethical managers project profits that they do not expect to get or
hide losses and expenses incurred to boost paper profits.
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Implementing Social Responsibility Programs dusaiall .l 19 5uuall il yutill Baalal Adas

A. Approaches to Socia] Responsibility

1. Obstru.ctionist Stance:,,a,lall syl Organizations do as little as possible fo solve social
Or environmental problems. ;e La Jil Jas3 5l dusaiall Tlypual! yolas cl,.b ollia

2. Defensive Stance:aeldall 359l Organizations will do everything that is required of
them legally but nothing more. silawdl oSyl Jio (yilally Liid p355 SIS, 800 2,

3. Accommodative Stance: duss 424 SagaThe organization meets its legal and ethical
requirements but will also

go further in cerfain cases. ;SI Jas3 5 59ilalls pAb oSl
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Proactive Stance: Ly § Jlad L4890 Firms that adopt this approach take to heart
the arguments in favor of social responsibility. Lusaiall 5 odghealls laa g 56<E lS,al) s
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KEY TEACHING TIPS

Managing Social Responsibility Programs

1. Managers must take steps to'foster social responsibility. Such steps include:

* Making social responsibility a factor in strategic planning.
* Developing a plan detailing the level of management support.
* Putting one executive in charge of the agenda.

* Conducting occasional social audits.

Explain how issues of social responsibility and ethics affect small business.
Social Responsibility and the Small Business LalgBas Lgaal Syasiall ol
LAasi daxating

1. Many big-business responses to ethical and social responsibility issues apply to small
businesses; differences are primarily differences of scale.
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