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Should Businesses Behave Ethically?

According to a study on ethics by the Santa Clara University, a number of years ago sociologist Raymond Baumhart conducted a survey asking people about what they think of ethics. The results showed many people linking ethics to their feelings, their religion and standards set by the society (Manuel et al, para. 2). Manuel Velasquez and other authors of an article published by the Santa Clara University on business ethics pointed out flaws in the responses. They believed that feelings sometimes deviate from ethics because a person may feel to do something that is not right (Manuel et al, para. 4). Moreover, they argued that most religions advocate high ethical standards, yet these standards cannot be identified with religion because if they were, they would have only applied to religious people (Manuel et al, para. 5). Finally, saying that ethics are standards that a society set was proved wrong as the standards of behavior in a society can diverge from ethics, considering Nazi Germany which was a society that became morally corrupt (Manuel et al.). This was what ethics are not. Then, what are ethics? Ethics are the well founded standards that are backed up by consistent and well founded reasons. These standards include rights, obligations, honesty, fairness, benefit to society or specific virtues. For example, the rights may include right to life and right to freedom

whereas reasonable obligations may include abstaining from stealing and fraud (Manuel et al, para 7). The application of ethics is not limited and applies to a number of aspects including business behavior which is termed as business ethics.
Business ethics is the behavior adopted by a business and is concerned with how a business deals with the world at large. It involves the business taking responsibility for its activities and decisions and the impact on the outside world (Crystal, para 1), people within and outside of the business. Business ethics are involved in each department of the business including finance, human resource, operations as well as marketing. The issues concerning finance include misleading financial information, intentional omission of data, excessive salaries and fringe benefits to top level officers (“Ethical Issues in Business”).   Ethical issues concerning human resource include the treatment of employees when it comes to discrimination, wages and working conditions (“Ethical Issues in Business”). Moreover operations of the business can also raise issues such as use of child labor, animal testing and environmental damage (“Ethical Issues in Business”). Most businesses do not follow business ethics and are only interested in making money and increasing profits which is by no means wrong. What is wrong is the manner in which the businesses make these profits (Crystal, para. 2) that is, by following unethical

practices mentioned earlier. If they behave ethically for example by designing fair advertisements and offering higher wages, they experience high costs and therefore stick to their present unethical strategies to make higher profits. Then why behave ethically? Although following business ethics is expensive and no business is bound by the law to follow ethics, yet businesses should behave ethically because ethics will enable them to improve its operational performance, protect and enhance their image, and achieve long-term growth.
Ethical behavior by a business results in an increase in the operational performance of the business because of its impact on the human resource. A business when incorporates ethics in its human resource management, it makes optimal decisions based on the impact on and consequences for the human resource. Its decisions may lead to a more motivated workforce which results in increased productivity and performance (Sunken). Abraham Maslow, a professor of Psychology, argued that if needs such as job security and better working conditions are met, the workforce is motivated (“Maslow’s Hierarchy of Needs”). Consider a business which follows an ethical behavior and treats its employees fairly and does not be exploit them on decisions based on wages. It offers better working conditions and a safe working environment and offers employment contracts that enhance job security (“Ethical Issues in Business”). The employees

will be happier and motivated to perform their duties. This motivated workforce will continue to perform more productively for the business and increase efficiency (Sunken) and hence result in an improvement in the overall performance of the business.
In addition to increasing the productive performance of the business, ethical behavior can protect the image of the business. Unethical behavior towards the human resource such as not giving employees a fair wage and not improving their working conditions (“Ethical Issues in Business”) can lead to a number of serious issues. It will cost the business not only its performance but will cost it its reputation because such actions will lead to strikes by the employees and other trade union actions which will cause the image of the business to be deteriorated. Moreover the production processes of such businesses may involve unethical issues such child labor and product testing on animals (“Ethical Issues in Business”). Such firms may have to face pressure groups, animal rights activists and NGOs who may rise against such practices and businesses who apply them. The media, hungry for corporate scandals, will be quick to act in such cases and will portray an inhumane picture of the business in front of the potential consumers. This will result in a falling reputation of the business and adverse publicity. A recent report showed that GAP a major clothing retailer involved in a child labor

scandal. After being exposed, the owners were forced to withdraw tens of thousands of clothing items out of the shelves of the retailers (“Exposed…”) which caused them to incur huge losses and an adverse publicity. The business will have to face the consequences in terms of falling profits as no one would want to buy a product or a service from a business that is involved in a scandal such as child labor. Ethical behavior can protect the business from this negative publicity and can save the business from incurring losses. As the business will not be involved in unethical activities such as the ones mentioned above, it will reduce the risks of strikes by employees and actions of other pressure groups and the image of the business will be protected from any sort of adverse publicity.
Simultaneously, protection from adverse publicity will enhance the reputation of the business and will guarantee success. A business that produces child labor free products, treats its employees fairly, and shows responsibility towards the society enhances its public image to a great extent which results in overall success. Public image is very important for businesses as it represents the way consumers view corporations (“Why Business Ethics are Important…”). For example, The Body Shop which claimed “we always strive to protect this beautiful planet and the people who depend on it. We don’t do it this way because it’s fashionable. We do it because, to us,

it’s the only way” (“About the Body Shop”). The reason for the success of this business was its enhanced public image. Since it was established, it endorsed social issues such as opposition to animal testing and protection of the planet. This established a wide customer base who shared the same values. The Body Shop established itself on the planet for being ethical and now has a total of 20,45 stores around the globe (“Our History”). The example of The Body Shop shows how ethical behavior leads to a business being recognized, how it public image enhances and how it achieves success.
Moreover, access to capital and other financial resources is another benefit businesses realize when they behave ethically which results in a sustained long term growth of the business. Ethics has an important relationship with investment. A number of issues are taken into account before investing in a particular business or in other words buying shares in it. Apart from the factors such as profits of the firms and the dividends that they provide, investors may also look at the image of the firm in the eyes of the consumers and the products that it is selling (“Why Business Ethics are Important…”). Therefore, a strong sense of business ethics will lead to higher investments or a higher number of shares sold which would be used by the business to expand and grow. Responsibility towards the shareholders and investors is also part of business ethics which 

implies that businesses with strong ethical behavior will be able to attract more investment from investors that are new in the market (“Why Business Ethics are Important…”). Investment is most definitely important to success as it results in growth of the business. Apart from investment in shares businesses may also avail opportunities of mergers and integrations as firms usually do this with other firms which are trustworthy. A strong ethical background will ensure reputation and will help the business merge with the best businesses in the industry (“Why Business Ethics are Important…”). Therefore ethics may well ensure the long term growth of a business which is one of the major objectives of any business.
Furthermore, ethical values can also serve as an insurance policy against the breakage of any law and can prevent potential lawsuits which may result in heavy fines and negative publicity. Ethical principles can be legal matters which have now become legislation such as the minimum wage law, employee discrimination act. Attention to ethical policies will prevent the firm from breaking the law (McNamara) and this will save any sort of fines and will prevent any lawsuit as there is an increasing number of lawsuits in regard to personnel matters.. Awareness of an actual or potential violation and not reporting it to the appropriate authorities can be considered as a criminal act the business will be found guilty (McNamara). The recent

Federal Sentencing Guidelines specify major penalties for various types of major ethics violations. However, the guidelines potentially lower fines if a business shows clearly that it has made an effort to operate ethically (McNamara). A business behaving ethically will be keen to detect any activity in the business which is violating its ethical conduct and will act upon it urgently and therefore abstain from breaking the law.
Conversely, most businesses are of the view that their main aim is profit maximization and ethics add to the costs of the business and therefore make it less profitable and should therefore be not followed. A business paying higher wages, offering better working conditions and taking time to ensure that its decisions are not harming the society increases its costs and reduces profits. Moreover, with no profits, the business will lose its value and the workers will lose their jobs (Hinders). According to Milton Friedman, an economist, businesses should solely be devoted to increase its profits (Mote). Managers and employees then have a responsibility to strive and increase profits. According to Milton Friedman the only moral act was seeking profits (Mote). Moreover Profits are the only reason businesses exist in the first place and without profits the business will have to shut down. However these businesses miss the major argument of the public image and its long term implications. A firm involved in unethical

activities will lose its reputation in the long run because the more people become aware of its activities the more the image deteriorates resulting in a failing business. For example Arthur and Anderson, which was once one of the world’s top five accounting firms. It was increasing its profits by receiving money for shredding documents of an energy giant Enron. After being found guilty in the corporate scandal involving this unethical financial behavior with Enron, Arthur and Anderson lost much of its business due to the multimillion lawsuits by investors and shareholders and was subjected to an official ban (“Anderson Guilty in Enron Case”). Now would any firm hire Arthur and Anderson for its audit considering the image of the firm in the market? The firm lost all its reputation and hence it ‘was’ and not ‘is’ one of the top accounting firms in the world. This suggests that the problem is not in increasing profits, businesses exist to make profits in the first place. The problem is with the behavior of the business while making them. An ethical behavior may lower profits in the short run but in the long run the profits made due to a better image will outweigh this loss in earnings.
Besides the profit argument, the strongest argument by those who oppose business ethics is that a business is not bound to follow an ethical conduct as long as it is not breaking the laws set by the state. Following an ethical conduct is considered optional

by businesses as they are doing what they are supposed to do making money, without breaking the law. However, James Fieser, in his research in the University of Tennessee pointed out two major problems resulting from restricting ethics to law. According to him a business may be practicing something which is legal yet unethical. There will be a period of time before that particular business practice will be identified and restricted by the government. Once prohibited, the business will have to switch from that practice which may cause it to face high costs. For example, in the past, drug companies could make exaggerated claims about the miraculous curative properties of their products but the government regulations prohibited any exaggerated claims (Fieser). Due to this, they would have had to face high costs such as removing advertisements from billboards, newspapers and national television. This problem will continue if the business does not take its decisions on ethical grounds before following a particular business practice and may be even subjected to lawsuits if they do not change that particular practice when recognized as against the law. The second problem identified by James Fieser is that only certain countries have laws that include moral obligations, such as the United Kingdom, and the business in these countries can carry on with their activities without breaking the law or being unethical. However, the situation may be

different for some developing countries with less sophisticated laws and regulatory agencies where the laws do not include moral obligations (Fieser). Certain practices, although legal, in such countries will be considered highly unethical and will affect the business’s image adversely and consequently result in falling reputation.
However, one should not fail to consider the benefits brought by ethical behavior. One importance benefit being ethical values not only helping the business achieving its objectives of profits and reputation but also helping in managing other departments in the business. A business following ethics will have ethical programs that would identify values and would make sure that organizational behavior is in adherence to those values. This will be very useful for different other programs within the business such as quality management, strategic planning and diversity management (McNamara). Quality management places high importance on certain operating values for example trust among employees, reliability, measurement and feedback (McNamara). If a business has set ethical values the process of quality management will be more reliable and the business will be able to offer better quality to the consumers enhancing its image and increasing its profitability. Moreover ethics management techniques may be useful for managing strategic values such as expanding market share (McNamara) and will make strategic decisions

with utmost care while considering the broader effects. So ethics in business has a broader effect and is not limited to reputation, profits and growth.
In the modern world it is now becoming a requirement for owners to incorporate ethics into their businesses. This is because of the fierce competition taking place in the global market and consumers preferring firms with an ethical behavior. Business ethics enhance the public image and the reputation of the businesses in the world for example the case of ‘The Body Shop’ which continues to be successful because of its strong ethical behavior. Moreover, employees become more motivated and increase productivity and overall performance of the business. Whenever faced in with a dilemma regarding the effect of a particular decision, managers or the owners should take an ethical stance as it is the best solution to the given problem. Although it will increase the cost of the business in the short run, but the business will increase its profits in the long run due to enhanced reputation and goodwill and save costs by reducing its risks of breaking the law and being subjected to lawsuits. 
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