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HOW TO USE THIS BOOK

B Who is it for?

This book is suitable for MBA students, advanced undergraduates, masters students, as
well as participants on executive courses. It has been specifically written from an inter-
national perspective, so it can be enjoyed by students from any country, and can be
used effectively for courses in Europe, North America, Australasia, Asia, Latin America,
or Africa.

One of the main differences between this and many other business ethics textbooks
is that it adopts a broad perspective on business ethics and integrates issues of globaliza-
tion, corporate citizenship, and sustainability throughout. As such, it has been designed
to be used as a core recommended text for courses in business ethics, corporate responsi-
bility, business and society, or stakeholder management. It can also be successfully used
for modules focusing specifically on sustainable business, marketing ethics, supply-chain
ethics, and other specialist subjects.

H Structure of the book

The book consists of two parts, as shown in Figure A:

e Part A presents the key conceptual foundations of business ethics. This enables you
to gain a thorough understanding of the subject’s main theories and tools.

e Part B explores business ethics in the context of key stakeholder groups. Each chapter
explains the specific stakeholder relationship involved, the main ethical issues that
arise, and then how each stakeholder can be examined through the lenses of globaliza-
tion, corporate citizenship, and sustainability.

Most courses will tend to use Part A as a foundation and then selectively use chap-
ters or sections from Part B to suit the aims and structure of the particular course.
The book has been specifically designed to accommodate this modular approach, and
each of the sections in Part B can be used as a standalone component to support indi-
vidual courses.



Part A: Understanding Business Ethics

Chapter 1: Introducing Business Ethics

Chapter 2:
Framing
Business Ethics

Corporate Responsibility,
Stakeholders, and Citizenship

Chapter 3:
Evaluating
Business Ethics

Normative
Ethical Theories

Chapter 4:
Making Decisions
in Business Ethics

Descriptive
Ethical Theories

Chapter 5:
Managing
Business Ethics

Tools and Techniques of
Business Ethics Management

Part B: Contextualizing Business Ethics — The Corporate Citizen and its Stakeholders

as Stakeholders

as Stakeholders

as Stakeholders

as Stakeholders

Chapter 6: Chapter 7: Chapter 8: Chapter 9: Chapter 10: Chapter 11:
Shareholders Employees Consumers Suppliers and Civil Society Government and
Competitors Regulation
Shareholders Employees Consumers Csﬁpllgis/r Civil Society as Government
ompetitors Stakeholders as Stakeholders

Ethical Issues

Ethical Issues

Ethical Issues

Ethical Issues

Ethical Issues

Ethical Issues

Shareholders & Employees & Consumers & Suppliers/ Civil Society & Government &
Corporate Corporate Corporate Competitors & Corporate Corporate
Citizenship Citizenship Citizenship Corporate Citizenship Citizenship Citizenship

Shareholders & Employees & Consumers & C SuppI!ers/ Civil Society & Government &

L e L ompetitors & N .
Sustainability Sustainability Sustainability Sustainability Sustainability Sustainability

Chapter 12: Conclusion

Figure A Structure of the book
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HOW TO USE THIS BOOK

B Tools for teaching and learning

The book takes an applied approach to business ethics that emphasizes real-world appli-

cation. This means that it is grounded in the academic literature but has been written

with a strong emphasis on practical problems and real-life examples and illustrations.

Business ethics issues seem to be in the media almost every day, so there is no shortage
of current material to draw on. In fact, you are certain to have come across many of the
examples featured in the book at some time—and Crane and Matten provide you with a
way of linking those real-life events to the conceptual material that you will be covering
on your course. For a full description of the pedagogical features used in the book please
see pp. XX-XXii.

H Chapter summaries

e Chapter 1 provides a basic introduction to the concept of business ethics and its
importance at both an academic level and in terms of practical management in differ-
ent types of organizations. As well as explaining the international perspective adopted
in the book, this chapter introduces two of the main themes of the book, namely glo-
balization and sustainability.

e Chapter 2 introduces ways of framing business ethics in the context of the corpora-
tion being part of a wider society. The chapter provides an overview of concepts such
as corporate social responsibility and stakeholder theory, and leads on to an analysis of
key contemporary concepts such as corporate accountability and corporate citizenship
which offer important conceptual space for understanding business ethics beyond its
traditional boundaries.

e Chapter 3 sets out the key normative ethical theories that can be applied to busi-
ness ethics problems, both in terms of traditional and contemporary theoretical
approaches. The main intention is to identify a pragmatic, pluralistic approach to
theory application.

e Chapter 4 provides an alternative way of addressing these questions of ethical deci-
sion-making by looking at how decisions are actually made in business ethics, and by
assessing the various descriptive theories in the literature. The main focus is on reveal-
ing the different individual and situational influences on how (and whether) business
people recognize and deal with ethical problems.

e Chapter 5 provides a critical examination of proposals for managing business ethics
through specific tools, techniques, practices, and processes. This is done by looking at
the importance of, and problems in, attempting to manage business ethics in the glob-
al economy, and the development over time of different ethics tools and techniques.



HOW TO USE THIS BOOK

Chapter 6 sets out the rights and responsibilities of shareholders, emphasizing the
ethical issues that arise in the area of corporate governance including insider trading,
executive remuneration, and ethics of private equity. It also highlights the different
corporate governance models across the globe, and the specific role played by share-
holders in socially responsible investment. It concludes with a discussion of alterna-
tive forms of corporate ownership as a basis for enhanced sustainability.

Chapter 7 examines ethical issues in relation to employees. It discusses the various
rights and duties of this stakeholder group, and presents the global context of workers’
rights. Moves towards corporate citizenship and sustainability in relation to employees
are discussed in the context of issues such as workplace democracy, work-life balance,
and sustainable employment.

Chapter 8 considers the ethical issues arising in the context of consumers. It examines
the question of consumer rights, the ideal of consumer sovereignty, and the role of
ethical consumption in shaping corporate responsibility. The chapter concludes by
examining problems and solutions around moving towards more sustainable models
of consumption.

Chapter 9 explores the ethical issues arising in relation to firms’ suppliers and competi-
tors. The chapter examines problems such as conflict of interest, bribery, and unfair
competition and moves on to discuss the global supply chain and ethical sourcing.
Finally, the challenge of sustainable supply-chain management and industrial ecosys-
tems are explored.

Chapter 10 considers the relationships between businesses and civil society organi-
zations (CSOs), addressing the changing patterns of relationships between these tra-
ditionally adversarial institutions. Key issues examined here include the ethics of
pressure group tactics, business—CSO collaboration, and social enterprise.

Chapter 11 covers government and regulation. Government as a stakeholder is a very
multi-faceted group, which we unpack at various levels, functions, and areas. The
chapter explores problems such as corruption and corporate lobbying and also exam-
ines the shifting relationships between regulation, government, and business, stress-
ing the increasingly important role played by corporations in the governance of the
global economy.

Chapter 12 provides a review and integration of the previous chapters in terms of key
topics such as corporate citizenship, sustainability, and globalization. It also discusses
the potential conflicts between different stakeholder groups discussed in Part B and
draws conclusions about the future relevance of business ethics issues.

Xix



GUIDE TO THE BOOK

Each chapter includes the following pedagogical features:

Having completed this chapter you should be able to:

Provide a basic definition of business ethics.
Describe the relationship between business ethics and the law.

Distinguish between ethics, morality, and ethical theory.

Evaluate the importance of business ethics as an academic subject and as
a practical management issue in organizations.

Specify ethical challenges in different types of organizations.

Describe how globalization represents a critical context for business ethics.

TV POTTTeC o DeTTerTTS ToT ToeT TToweTCoTges
and extra jobs for their citizens. Another argument for this extension
that if equity is to be extended to future generations, then logically
tended to all those in the current generation. Hence, one of the pri-
s of the World Ci ion on and Develop was
orld poverty and inequity. As we see it then, sustainability can be
sing three components—environmental, economic, and social.
this idea of sustainability as the long-term maintenance of systems
, economic, and environmental considerations as sufficient for de-
tial content of the concept, it is evident that sustainability as a phe-

and sociai
lesents a specific goal to be achieved. The framing of sustainability asa  coderations

encapsulated most completely in the notion of a ‘triple bottom line’.

M skill check

Triple bottom line analysis. To understand the simultg
and environmental impacts of business decisions is cruc
analysis helps to evaluate this performance and to manag

business goals but also to manage the trade-offs between t}

ETHICS IN ACTION 1.1

Ethical sex shops?

“Ethics' and ‘sex shops’ are two terms that are not usually found together. Many
equate sex shops with a degree of seediness and exploitation that should have no
place in ethical business practices. But a new breed of entrepreneurs have been chal-
lenging that assumption with the opening of a swathe of socially responsible sex
shops that take a different approach.

Ethical sex shops come in a variety of guises. Consider the launch in the mid-
20105 of supposedly ‘halal’ sex shops in Turkey and Saudi Arabia, aiming to market
approved products to Muslim customers that would lead to ‘the improvement of

No such thing as a free drink?

Jenna, a good friend of yours who studies at the same university, has been complain-
ing for some time to you that she never has any money. She decides that she needs
to go out and find a job, and after searching for a while is offered a job as a bartender
in the student bar at your university. She gladly accepts and begins working three
nights a week. You are pleased too, not only because it means that Jenna wil have
more money, but also because it means you will continue to see her regularly—ater
all, you are a regular customer at the barl

Jenna enjoys the extra income that the job brings. She also seems to enjoy the

Learning Objectives

Each chapter starts with a set of bulleted learning
outcomes, which indicate what you can expect
to learn from the chapter, including specific key
concepts and skills.

Key Concepts

A new feature in the fourth edition, in each chap-
ter there are definitions of key concepts that you
need to remember, all highlighted in the margin
for easy reference.

Skill Check

Another new feature, these are call-outs through-
out the text to indicate where there are key skills
that you will need to develop to become a busi-
ness ethics expert. These include academic skills
and practical business skills.

Ethics in Action

These are short articles, primarily drawn from
Ethical Corporation magazine, which showcase
current ethical problems faced by business, lead-
ing-edge initiatives, or high-profile scandals that
have hit the headlines.

An Ethical Dilemmma

These describe a hypothetical ethical scenario,
mainly derived from real-life incidents, and pro-
vide you with the opportunity to think about
what you would do in a typical business ethics
situation in a structured way.



ETHICS ON SCREEN 1

The Wolf of Wall Street

[An] exhilarating orgy of excess.

The amorality of modem business, and of
the finance industry in particular, has been
a common theme in Hollywood over the
years (see also Ethics on Screen 2 and 6).
The Wolf of Wall Street ramps up the inten-
sity with a romp through the coke-snorting,

Keith Uhlich, Time Out New York

ETHICS ONLINE 1
Ethical fashion for ethics girls

‘Want to buy a new pair of skinny jeans, but also
care about how much the workers were paid to
‘make them? Think there may be space in your
life for an iPhone case made from upcycled fire
hose and reclaimed parachute silk? Well, being
ethical does not have to mean being unfash-
ionable any more, at least not according to the

Unlike some ethical shoppingsites, such as
the Ethical Consumer organization's online
buyers' guides (which provide detailed score-
cards for a wide range of products in numer-
ous categories), Ethics Girls do not claim to
have a particularly robust research method-
ology. Their approach s style led rather than

Ethics Girls, a UK-based organization launched  research led, with an emphasis on lifestyle
online in 2007. The Ethics Girls website seeks, journalism and the promotion of positive

| caser -

Global McEthics: should McDonald’s ethics be standardized across the globe?

This case examines ethical criticisms of the US fast-food giant McDonald’s, and
explores demands for the company to extend its efforts to maintain legitimacy across
the globe. The case focuses on the problems of obesity and unhealthy eating that have
confronted the company, which are presented in the context of the broader critique
of the chain. These issues cover many of the key concepts around ethics, globaliza-
tion, and sustainability that are discussed in Chapter 1.

McDonald’s is truly a multinational corporation. By 2014, the firm was operating some

33,000 restaurants in 119 countries, semni over 64 million customers a daiv The mar-

THINK THEORY

Think about inequality in terms of the definition for sustainab)
what extent do you think inequality is relevant for the mainte
or environmental systems?

B Summary

In this chapter we have defined business ethics and set it within a number of significant
contemporary debates. First, we have shown the importance of business ethics to cur-
rent business theory and practice, suggesting that knowledge of business ethics is vital
in the contemporary business environment. Next, we have argued that business ethics
has been fundamentally recontextualized by the forces of globalization, necessitating
a distinctly global view of ethical problems and practices in business. Finally, we have
identified sustainability as a crucial concept that helps to determine and frame the goals
of business activities from an ethical perspective. In the rest of the book we shall revisit

Study questions g—

1. Critically evaluate the proposition that business ethics is an oxymoron.

2. “Business ethics is of no practical importance to managers. Debates about right and wrong
should be left in the classroom.” Critically evaluate this statement using examples where
appropriate.

What is the relationship between business ethics and the law?

»

“Business ethics do not really matter to small firm owners. They will get away with
whatever they can in order to succeed.” Critically examine why such a view of small firms
might be pervasive and whether it is likely to be accurate.

5. What s globalization and why is it important for understanding business ethics? Select
- : 1 o

[Key readings e

. Collins, J.W. 1994. Is business ethics an oxymoron? Business Horizons, September-
October: 1-8.
This paper is very readable and provides a good overview of the challenge facing
business ethics. It goes on to identify a route forward that emphasizes the importance
of managers in building trust and creating value.

N

. Cullum, L., Darbyshire, C.C. , Delgado, R., and Vey, P.C. 2005. Executives
behaving badly. Harvard Business Review, September: 106-7.
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Understanding
Business Ethics







Introducing Business
Ethics

Having completed this chapter you should be able to:

Provide a basic definition of business ethics.
Describe the relationship between business ethics and the law.
Distinguish between ethics, morality, and ethical theory.

Evaluate the importance of business ethics as an academic subject and as
a practical management issue in organizations.

Specify ethical challenges in different types of organizations.

Describe how globalization represents a critical context for business ethics.
Elaborate on different international perspectives on business ethics,
including European, Asian, and North American perspectives.

Explain how the ‘triple bottom line’ of sustainability is a key goal for
business ethics.

Key concepts and skills:

Concepts Skills

e Business ethics ¢ Defining business ethics

¢ Globalization e Comparative analysis of business
* Race to the bottom ethics

e Sustainability e Triple bottom line analysis
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H What is business ethics?

‘A book on business ethics? Well that won’t take long to read!”
‘You're taking a course on business ethics? So what do you do in the afternoon?’
‘Business ethics? I didn’t think there were any!’

These are not very good jokes. Still, that has not stopped a lot of people from responding
with such comments (and others like them) whenever students of business ethics start
talking about what they are doing. And even if these are not particularly funny jokes, nor
even very original, they do immediately raise an important problem with the subject of
business ethics: some people cannot even believe that it exists!

Business ethics, it is often claimed, is an oxymoron (Duska 2000). By an oxymoron,
we mean the bringing together of two apparently contradictory concepts, such as in ‘a
cheerful pessimist’ or ‘a deafening silence’. To say that business ethics is an oxymoron
suggests that there are not, or cannot be, ethics in business: that business is in some way
unethical (i.e. that business is inherently bad), or that it is, at best, amoral (i.e. outside
of our normal moral considerations). For example, it has been said that the ‘game’ of
business is not subject to the same moral standards as the rest of society, but should be
regarded as analogous to a game of poker, where deception and lying are perfectly per-
missible (Carr 1968).

To some extent, it is not surprising that some people think this way. A long list of
scandals have highlighted the unethical way in which some firms have gone about their
business. However, just because such malpractices take place does not mean that there
are not some kinds of values or principles driving such decisions. After all, even what we
might think of as ‘bad’ ethics are still ethics of a sort. And clearly it makes sense to try
and understand why those decisions get made in the first place, and indeed to try and
discover whether more acceptable business decisions and approaches can be developed.

Revelations of corporate malpractice should not therefore be interpreted to mean that
thinking about ethics in business situations is entirely redundant. After all, as various
writers have shown, many everyday business activities require the maintenance of basic
ethical standards, such as honesty, trustworthiness, and co-operation (Collins 1994;
Watson 1994; Duska 2000). Business activity would be impossible if corporate directors
always lied; if buyers and sellers never trusted each other; or if employees refused to ever
help each other. Similarly basic principles of fairness help ensure that people in business
feel adequately rewarded for working hard rather than being evaluated on irrelevant
criteria such as how good they are at golf or how nice their hair is.

It would also be wrong to infer that scandals involving corporate wrongdoing mean that
the subject of business ethics was in some way naive or idealistic. Indeed, on the contrary,
it can be argued that the subject of business ethics primarily exists in order to provide us
with some answers as to why certain decisions should be evaluated as ethical or unethical,
or right or wrong. Without systematic study, how are we able to offer anything more than
vague opinions or hunches about whether particular business activities are acceptable?

Whichever way one looks at it, there appears to be good reason to suggest that busi-
ness ethics as a phenomenon, and as a subject, is not an oxymoron. While there will
inevitably be disagreements about what exactly constitutes ‘ethical’ business activity, it
is possible at least to offer a fairly uncontroversial definition of the subject itself. So, in
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a nutshell, we regard the subject of business ethics as the study of business situations,
activities, and decisions where issues of right and wrong are addressed.

It is worth stressing that by ‘right’ and ‘wrong’ we mean morally right and wrong,
as opposed to, for example, commercially, strategically, or financially right or wrong.
Moreover, by ‘business’ ethics, we do not mean only commercial businesses, but also
government organizations, pressure groups, not-for-profit businesses, charities, and
other organizations. For example, questions of how to manage employees fairly, or what
constitutes deception in advertising, are equally as important for organizations such as
Wikimedia, Seoul National University, or the German Christian Democrat Party as they
are for Facebook, Samsung, or Deutsche Bank (for detailed discussion of ethics in differ-
ent types of organizations see Business ethics in different organizational contexts, p. 15).

THINK THEORY

A good definition is an important starting point for any theory. The one we have given
for business ethics is mainly a definition of business ethics as an academic subject. If you
were trying to define an organization’s business ethics, what definition would you use?
Try writing it in the form, ‘An organization’s business ethics are . . .".

V1 Skill check

Defining business ethics. Establishing what you mean by business ethics is an
important skill for managing the issues in practice. Definitions help to provide
shared understandings and clarify the scope of what you are trying to achieve.

Business ethics and the law

Having defined business ethics in terms of issues of right and wrong, one might quite
naturally question whether this is in any way distinct from the law. Surely the law is also
about issues of right and wrong?

This is true, and there is considerable overlap between ethics and the law. In fact, the
law is essentially an institutionalization or codification of ethics into specific social rules,
regulations, and proscriptions. Nevertheless, the two are not equivalent. Perhaps the best
way of thinking about ethics and the law is in terms of two intersecting domains (see
Figure 1.1). The law might be said to be a definition of the minimum acceptable stan-
dards of behaviour. However, the law does not explicitly cover every possible ethical issue
in business—or for that matter outside of business. For example, just as there is no law
preventing you from being unfaithful to your significant other (although this is perceived
by many to be unethical), so there is no law in many countries preventing businesses from
testing their products on animals, selling landmines to oppressive regimes, or preventing
their employees from joining a union—again, issues that many feel very strongly about.

Similarly, it is possible to think of issues that are covered by the law but which are not
really about ethics. For example, the law prescribes whether we should drive on the right
or the left side of the road. Although this prevents chaos on the roads, the decision about
which side we should drive on is not an ethical decision as such.

Business ethics
The study

of business
situations,
activities, and
decisions where
issues of right
and wrong are
addressed.

@y

VISIT THE
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feature
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Ethics

Grey area

Figure 1.1 The relationship between ethics and the law

In one sense then, business ethics can be said to begin where the law ends. Business
ethics is primarily concerned with those issues not covered by the law, or where there
is no definite consensus on whether something is right or wrong. Discussion about the
ethics of particular business practices may eventually lead to legislation once some kind
of consensus is reached, but for most of the issues of interest to business ethics, the law
typically does not currently provide us with guidance. For this reason, it is often said
that business ethics is about the ‘grey areas’ of business, or where, as Trevifio and Nelson
(2014: 39) put it, ‘values are in conflict’. An Ethical Dilemma 1 presents one such situ-
ation that you might face where values are in conflict. Read through this and have a go
at answering the questions at the end.

AN ETHICAL DILEM

No such thing as a free drink?

Jenna, a good friend of yours who studies at the same university, has been complain-
ing for some time to you that she never has any money. She decides that she needs
to go out and find a job, and after searching for a while is offered a job as a bartender
in the student bar at your university. She gladly accepts and begins working three
nights a week. You are pleased too, not only because it means that Jenna will have
more money, but also because it means you will continue to see her regularly—after
all, you are a regular customer at the bar!

Jenna enjoys the extra income that the job brings. She also seems to enjoy the
work. You are rather pleased with developments since you notice that whenever you
go up to the bar, Jenna always serves you first regardless of how many people are
waiting.

After a short while though, it becomes apparent that Jenna is not enjoying the job
quite as much as she did. Whenever you see her, she always seems to have a new
story of how the bar manager has mistreated her. She tells you how she has been
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getting the worst shifts, always getting chosen to do the least-popular jobs (like
cleaning the washrooms), and being constantly reprimanded for minor blunders that
seem to go uncensored for the rest of the staff.

This goes on for a short while and then one day, when you are in the bar hav-
ing a drink with some of your other friends, Jenna does something that you are not
quite sure how to react to. When you go up to pay for a round of four drinks for you
and your other friends, she discretely only charges you for one drink. Whilst you are
slightly uncomfortable with this, you certainly do not want to lose the opportunity to
save some money, or even worse, to get your friend into any kind of trouble by refus-
ing. And when you tell your friends about it, they think it is very funny and congratu-
late you for the cheap round of drinks! In fact, when the next one of your friends goes
up to pay for some drinks, he turns around and asks you to take his money, so that
you can do the same trick for him. Although you tell him to get his own drinks, Jenna
continues to undercharge you whenever it is your turn to go to the bar.

This goes on for a number of visits. You are happy to get the cheap rounds at the
bar but you are not 100% comfortable with what is going on. You decide to at least
say something to your friend when no one else is around. However, when you do
end up raising the subject she just laughs it off and says, ‘Yeah, it is great isn’t it? They
will never notice, and you get a cheap night out. Besides, it is only what this place
deserves after the way | have been treated.’

Questions

1. Who is wrong in this situation—Jenna for undercharging you, you for accepting it,
both of you, or neither of you?

2. Confronted by this situation, how would you handle it? Do nothing, or ask Jenna
to stop undercharging you? If you take the latter option, what would you do if she
refused?

3. To what extent do you think that being deliberately undercharged is different from
other forms of preferential treatment, such as Jenna serving you in front of other
waiting customers?

4. Does the fact that Jenna feels aggrieved at the treatment she receives from her boss
condone her behaviour? Does it help to explain either her actions or your actions?

As we shall see many times over in this book, the problem of trying to make decisions
in the grey areas of business ethics, or where values may be in conflict, means that many
of the questions we face are equivocal. What this suggests is that there simply may not
be a definitive ‘right’ answer to many business ethics problems. It is often not just a mat-
ter of deciding between right and wrong, but between courses of action that different
actors, for different reasons, both believe are right—or both believe are wrong. Consider
the case of bottled water. Critics, such as The Story of Stuff Project’s Annie Leonard (2010),
argue that it promotes needless consumption, creates waste, and has been deceptively
advertised as superior to tap water. Proponents, such as Nestlé, contend that it meets
customers’ need for convenience, it encourages more healthy lifestyles (by substituting
for sugary drinks), and has a low carbon footprint compared to other bottled drinks
(Kitts 2013).

7
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With issues such as bottled water, as well as countless others including sweatshop
working conditions, executive compensation, or corporate tax avoidance, we can see
that business ethics problems tend to be very controversial and open to widely differ-
ent points of view. In this sense, business ethics is not like subjects such as account-
ing, finance, engineering, or business law where you are supposed to learn specific
procedures and facts in order to make objectively correct decisions. Rather, it is about
gathering relevant evidence, and systematically analyzing it through particular lenses
and tools (as discussed in more detail in Chapter 3) in order to come to an informed
decision that has taken account of the most important considerations. So studying
business ethics should help you to make better decisions, but this is not the same as
making unequivocally right decisions. Business ethics is principally about developing
good judgement.

Defining morality, ethics, and ethical theory

Some of the controversy regarding business ethics is no doubt due to different under-
standings of what constitutes morality or ethics in the first place. Before we continue, it
is important for us to sort out some of the terminology we are using.

In common usage, the terms ‘ethics’ and ‘morality’ are often used interchangeably.
This probably does not pose many real problems for most of us in terms of commu-
nicating and understanding things about business ethics. However, in order to clarify
certain arguments, many academic writers have proposed clear differences between the
two terms (e.g. Crane 2000; Parker 1998b). Unfortunately though, different writers have
sometimes offered somewhat different distinctions, thereby serving more to confuse us
than clarify our understanding.! Nonetheless, we do agree that there are certain advan-
tages in making a distinction between ‘ethics’ and ‘morality’. Following the most com-
mon way of distinguishing between them:

Morality is concerned with the norms, values, and beliefs embedded in social
processes which define right and wrong for an individual or a community.

Ethics is concerned with the study of morality and the application of reason
to elucidate specific rules and principles that determine morally acceptable
courses of action. Ethical theories are the codifications of these rules and
principles.

According to this way of thinking, morality precedes ethics, which in turn precedes
ethical theory (see Figure 1.2). All individuals and communities have morality, a basic
sense of right or wrong in relation to particular activities. Ethics represents an attempt
to systematize and rationalize morality, typically into generalized normative rules that

Ethics ... to produce ... that can be i
rationalizes ethical applied to a Potential
. morality ... . theory ... Ethical Siveiom solutions to
Morality > Ethics > > -
theory ethical
problems

Figure 1.2 The relationship between morality, ethics, and ethical theory
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supposedly offer a solution to situations of moral uncertainty. The outcomes of the codi-
fication of these rules are ethical theories, such as rights theory or justice theory.

A word of caution is necessary here. The emergence of the formal study of ethics has
been aligned by a number of authors (e.g. Bauman 1993; Parker 1998b; Johnson and
Smith 1999) with the modernist Enlightenment project, and the idea that moral uncer-
tainty can be ‘solved’ with recourse to human rationality and abstract reasoning. As we
shall show in Chapters 3 and 4, this has come under increasing attack from a number of
quarters, including feminists and postmodernists. However, it is important at this stage
to recognize that ethics is about some form of rationalization of morality. The importance
of this distinction will hopefully therefore become clearer, and will certainly become
more pertinent, as we start to examine these and other theories (in Chapter 3), as well as
assessing how they feed into ethical decision-making in business (in Chapter 4). Indeed,
contributing to the enhancement of ethical decision-making is one of the primary aims
of this book, and of the subject of business ethics more generally. In the next section, we
shall briefly review this and some of the other reasons why studying business ethics is
becoming increasingly important today across the globe.

B Why is business ethics important?

Business ethics is currently a very prominent business topic, and debates surrounding
the subject have attracted a lot of attention from various quarters, including consumers,
the media, non-governmental organizations (NGOs) and, of course, companies them-
selves. This attention to ethics confronts organizations whatever line of business they
might be in.

Ethics in Action 1.1, for example, provides an illustration of how the sex industry
has responded to ethical concerns with the emergence of ‘ethical sex shops’, which have
positioned themselves as responsible alternatives to the more seedy operators that the
industry is primarily known for.

There are many reasons why business ethics might be regarded as an increasingly
important area of study, whether as students interested in evaluating business activities
or as managers seeking to improve their decision-making skills. Consider the following:

1. Business has huge power within society. Business affects almost every aspect of our
lives, and can even have a major impact on the democratic process of government.
Evidence suggests that many members of the public are uneasy with such develop-
ments. For instance, one recent poll revealed that a large majority of the US population
believe that lobbyists (71%), major companies (67%), and banks and financial institu-
tions (67%) have too much power.? This raises a host of ethical questions and suggests
we need to find new answers to the question of how we can either restrain this power
or ensure that it is used for social good rather than exploitation of the less powerful.

2. Business has the potential to provide a major contribution to our societies.
Whether in terms of producing the products and services that we want, providing
employment, paying taxes, acting as an engine for economic development, or solv-
ing complex social problems, business can be a tremendous force for good. How, or
indeed whether, this contribution is actually realized in practice goes to the heart of





