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WHY SHOULD BUSINESSMEN BE ETHICAL?

BILAL AHMAD RATHER
LECTURER
UNIVERSITY OF KASHMIR (NORTH CAMPUS)
KASHMIR

ABSTRACT

All of us agree that a businessman should understand Marketting and Finance, or for that matter, anything that affects his business. However, very few of us ask
the question, “Should he understand ethics” ? For the most part, the reaction to this question comes as, What reasons does a businessman have to be ethical ? He
is there to make profit and as long as he is doing so legally, he should be good. A businessman knows being Ethical is to be proactive towards the care and concern
of the stakeholders of a business and it is nothing that laws and regulations can force him to do. Rather, what laws can only do is to encourage his ethical conduct
and discourage the other side of it. However it lies upon him whether to actually adopt this conduct or go otherwise. Now many of us ask the same question, Why
should a businessman whose prime objective is to make money be worried about the Business Ethics, given that he already abides by the enormous laws designed
to regulate his business operations ? These laws and regulations dictate what a corporate entity can do and what it can’t. In this reading we try to answer this
question and learn what pushes an entrepreneur towards developing an ethical code of conduct for his business entity. Is it something that satisfies him personally
or he is really seeing something for his business in exhibiting high ethical standards? We will take a look at some companies that regularly adopt the ethical practices
and see how it helps them be succesful. The reading draws its input from various books, journals, research articles, annual reports,magazines etc.

KEYWORDS

business ethics, entrepreneur, stakeholders, ethical code of conduct.

INTRDUCTION

e start our reading with a statement made by John Hooker in One of his articles -WhyBusiness Ethics ? (Carnegie Mellon University, April, 2003).

John says there is something already odd about the questions ,”why should one be ethical” ? It is like asking, “Why are bachelors unmarried?” They

are unmarried by definition. If they were married, they would not be bachelors. It is the same with ethics. To say that one should do something is
another way of saying it is ethical. If it is not ethical, then one should not do it. In contrast to the statement made by John, Milton Friedman, the noted Economist
in his essay “The Social Responsibility of Business Is to Increase its Profits” says, a businessman should not care about ethics and social responsibility. The best
thing a businessman can do is to be a good businessman, that means to make maximum profits. They should be confined to finance and marketting rather than
waste time on ethics. Friedman no doubt had many takers, and the essay went so popular that business schools made it mandatory for their students to read it.
However, the corporate world knew there is something beyond what he suggested.
Abusiness is not working in the interest of the society, while only making profits, rather how it makes those profits and then distributes them to the concerned.This
is the reason we have ethics. Business Ethics is application of the moral principles to the conduct of a business, the concern about the right and wrong in every
aspect of your business while dealing with its stakeholders. Being ethical is being human and it is not forced on someone, rather it can just be encouaged by
rewards ,recognitions and image that an organisation carries over long run. The world has come up with enormous laws at regional, national and international
levels to regulate the corporate Entities . Say for instance, New York City government is considering laws that need the restaurants to display the caloric information
next to the food item they serve. The aim of the law is to protect the cunsumers from gaining abnormal weight and save them from obescity.To prevent the child
exploitation, some laws limit the advertisement you can show duing a Children’s TV program. The businesses strictly adhere to these norms and laws for the social
benefit. Now, since the laws are already there and a corporate unit finds no option but to obey and follow them, why would they still be concerned about whats
morally right ? Businesses do accept the legal word saying, “ All that’s not allowed is forbiden”, but doesn’t another legal standard say, “ All that’s not forbidden
is allowed”?(Schiffman et.al.)
The research findings on the subject suggest that all that’s not forbidden by law may not be in the best interest of the people, and for that matter, not even in the
interest of the company itself. This is the point where business ethics takes the turn away from the regulations imposed by law, because law may allow you certain
activities but they won’t be in the best interest of the society. For example, pre-Civil war slavery laws and the old apartheid laws of present-day South Africa
obviously deviate from what is ethical. Ethics is twofold and proves itself to be above the law, for in the first place it checks whether a particular conduct is alowed
and then assures it is in the fine interest of the concerned. But then we ask ourselves, why do I have be so much a saviour and think of the society’s best ? Can’t |
just go ahead making money by doing what'’s allowed and not burden my policy makers by something that seems absurd from the business perspective ?

OBJECTIVE OF THE STUDY

By the end of this reading, one should be able to answer the question, “What reasons does a businessman have to follow ethics? One should be able to explain
why ethics is so much of a game in business and why global companies are considering creating a separate department to look after the fair treatment of all
stakeholders, how ethical code of conduct within an organisation becomes the driving force for the success. Rather the objective of the present study is the
answer to the question, Why ethics ?

LITERATURE REVIEW

Companies have become increasingly aware of the advantages being ethically conscious has to offer, especially in the global economy. Companies find that ethical
business practices increase their competitiveness in their respective industries, helping to further substantiate the notion that a culture of ethics is crucial to
sustainable excellence (Alex Brigham, 2013). To say that one should do something is another way of saying it is ethical. If it is not ethical, then one should not do
it (John Hooker, 2003). Companies with codes of ethics are consistently recorded as being more admired by their peer group in the Most Admired Companies list
published by Management Today, than those with no code. Also the companies that train their staff in ethical standards financially out perform those that don't.
( Simon & Elise, 2004). It is good for staff morale to work in an open culture, with possible benefits of increased productivity and staff loyalty. These are vital
ingredients in the current climate when staff may be pushed to the limit. An organisation known for fair and responsible practice is likely to attract high quality
employees and ‘stand out from the crowd’ (Katherine Bradshaw 2010). Richard K. Davis, CEO of one of the America’s best known bank (US Bank) while addressing
the huge crowd including students, faculty and other bankers at Belmont university (2012) said, Ethics can be learned now. What | can’t drill into your head is
when a lot of people are doing little things wrong, you will want to draw the line on when it will end. You can draw the line in the sand now that you will adhere
to as you begin practicing business. Joseph Joshua (2000) in his article “Ethics in the workplace” lists the pottential benefits of an effective ethics programme and
they are:

= Recruiting and retaining top-quality people;

- Fostering a more satisfying and productive working environment;

- Building and sustaining your association’s reputation within the communities in which you operate;

= Maintaining the trust of members to ensure continued self-regulation;
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= Legitimizing open discussion of ethical issues;

- Providing ethical guidance and resources for employees prior to making difficult decisions; and

= Aligning the work efforts of staff with the association’s broader mission and vision.

When a company's ethical compass is pointing true north, everything else falls into line. This isn't to say that companies with great ethics don't fail. But it does
seem to indicate that companies without good ethics are far more likely to fail due to their inability to sustain or hear an inner voice to guide them through the
dark times to the light (Vivek Wadhwa, 2009). Although ethics is not the same as self interest, business executives often want to be assured that it is the same.
They want to make certain that “one can do well by doing good,” meaning that one can succeed in business by being ethical (John Hooker). Peter Drucker
(1981) observed, "There is neither a separate ethics of business nor is one needed", implying that standards of personal ethics cover all business situations.

BUSINESS ETHICS AT A GLIMPSE

Ethics is a practice that if followed can bring laurels to the business. It develops confidence between employer and the employee, between public and the
corporation. Ethics brings equality by enforcing the ethical code of conduct equitably on everyone, no matter who is involved in the violation. Today the
organisations provide the training to their employees to make sure ethical guidelines are well understood. As such, its mandatory for all the employees to attend
the intensive ethics training progammes run by their organisations. Caterpillar, A US based major manufacturer of mining and construction equipment is known
to hire an outside agency to provide ethical training to thousands of its employees (Thilmany, 2007). The government of United states has also been reported to
undergo the ethics training for the employees of various federal agencies anually and semi-anually ((United States Office of Government Ethics, 1994). Now we
may ask ourselves, why do organisations spend millions of dollars for an abstract concept like ethics, which many noted scholars like Milton Friedman don’t even
consider thinking about ? This money could be spent on some other business opportunity that could result in concievable benefit. This | believe is the right
argument. But given to the fact what ethics actually does to your business, this question becomes irrelevant. In the long run this investment in abstract brings
manifold returns and that too tangible and conceivable. This happens is many ways. We try to explain this under fllowing headings.

ETHICS BEAUTIFIES THE WORK ENVIRONMENT

The ethical code of conduct is adopted to ensure that certain level of trust exists between various levels inside the organisation. The superior-subordinate relation
is defined on the basis of this trust. For example, your growth prospects inside the organisation doesn’t depend totally upon your hard and smart work, rather a
significant contribution to it comes from feedback your superior furnishes about you. Organisational politics is not the alien concept in the modern organizations,
even the world’s biggest corporate gaints are victim to this disease developing by human interactions and preferences. Your contribution to the organisation
doesn’t even show up, if your superior doesn’t attend to it. Now there could be thousand reasons for your boss not to recognize your work. He may, based upon
his personal preferences, want to attribute this work to someone else (organizational politics), or he may desert you because of your ethinicity or something he
doesn’t like (discrimination). Either way, you are the victim and no one wants to be victimized beyond a tolerance level. This victimization often leads to frequent
attritions, low employee morale, work avoidance (Theory X of Motivation) and abnoxious oganisational culture which is fetal to any business entity. However, if a
code of conduct is in the place that promotes the fair review of ones performance, unbiased evaluation and appraisals, a code that apeals the conscience of the
human, the tables can be turned. This will not just boost the morale of the concerned employee, but will serve as determining move to the evolution of a healthy
culture at the workplace. A culture that invites everyone to contribute the maximum and secure a fair share in the success of the organisation. ...... According to
the Better Business Bureau, 36 percent of employees in a recent survey said that they had become distracted at the office by incidences of poor ethics in the
workplace. Not only are unethical practices wrong in the objective sense, but they impact company success when employees are unable to focus on their work
because of unethical behavior or company practices. Better ethics result in employees with better focus, thus improving the company's productivity and bottom
line. When management does not pay attention to ethical issues, distracting situations can grow. Research found that workers witnessing an incident having
ethical concerns tell an average of eight other people. (Better Business Bureau: What Employees Say About the Need for Ethics)

ETHICS BRINGS PRAISE

The word priase has a very deep meaning in the corporate world. Priase entails acceptance by the people, of your products, processes, methods and for that
matter, acceptance of your business conduct. In this era of societal marketting concept, priase is what an entrepreneur demands from all the stakeholders.
Adopting an ethical code of conduct brings enormous praise for the business and this can very well be examplified by US Bancorp, one of the largest commercial
banks in USA. The company operates in 25 states of USA with almost 60,000 employees (Belmont University, 2012). Now what makes this company special on the
ethical parameters is, it doesn’t make any loans to the organizations that deal in pornography, weaponry, or other industries that run against the company’s ethical
standards. In recognition of his focus on business ethics, US Bancorp chairman and CEO Richard K. Davis has been honored with the Hendrickson Medal for Ethical
Leadership and was granted the title of “Banker of the Year” by American Banker Magazine. While most of the financial institutions were involved in rampant
unethical behaviour in the years following the US economic crises, US Bancorp has created a value for itself in the banking Industry by strenthening their ethical
standards. Indeed, Bancorp has proved itself as an ethical poster child for generations to come.

Besides, modern businesses are turning more towards the CSR programmes and the reason for them getting involved in these activities is that they don’t want
any public relation nightmares. The societal marketting concept, being the need of the hour demands a business to show its ethical face to the world and shun off
the double-dealing to enjoy the good reputation.

ETHICS ATTRACTS INVESTMENT

A person doesn’t invest in a particular stock following his gut feeling , rather there are many things he takes into account before selecting the fate of his hard
earned money. Besides the quantitative assessment of the company on the basis of net worth, sales of the previous periods and the like, an investor most of the
times prefers assessment of the company on qualitative basis. This may include the public image and the CSR programmess that the company is involved in. The
investor (Individual and institutional) today is informed and updated and before making any decision he takes all the relevant information about the concerned
company into account. An investor prefers knowing about the existing investors and the conduct of the business towards them. While the investor is at checking
the business conduct, he also likes to know about the rest of the stakeholders and their assessment of the company. Generally the company which is ethical shows
positive reviews from all parties of interest. The companies with strong reputations in the field of ethical business behavior are also companies that tend to attract
more investment from people that are new into the market.

Further, the investors feels up by investing in a company that has significant prospect of working in alliances and joint ventures with other related and non related
business. Being able to strike the alliances and joint ventures is taken as a sign of growth and it needs a company to join hands with good partners. The only way
to secure a space with good partners is to have a fair reputation in terms of what you have done in the past and in terms of your overall business conduct and this
reputation is possible only if your company has the strong tradition of the ethical business behaviour.

ETHICS HELPS YOU SURVIVE IN ADVERSE BUSINESS SITUATIONS

Ethics is not just one time phenomenon, rather it has to be in place everytime and everywhere in the organisation. Many companies start speaking the ethical
behaviour once they encounter some problem, which is a mistake. They should realise an image takes decades to build but can be lost overnight by one small
ethical lapse. Companies adopting the ethical culture find themselves safe from the econmic downturn with their image and integrity intact. Michael Beer the
author of the business ethics book High Commitment, High Performance, and a Harvard Business School professor, while working on the reasons that led to the
collapse of many of the Wall Street companies during the subprime mortgage crisis of 2008, says, many of these companies collapsed in part due to their propensity
to over prioritize profits at the expense of commonly accepted ethical practices. According to Beer, companies such as Bank of America and Citigroup have also
suffered in their business, besides other reasons, due to their parochial objectives which are focused only on increasing profits (a poor strategy in a time of high
unemployment and low consumer confidence). These behaviors indicate poor ethical judgment and show a disconnect between the companies and the customers
that they serve (Beer, Michael. High Commitment, High Performance., 2009.)

In contrast, many of the financial institutions and banks such as Charles Schwab and US Bancorp performed otherwise. These two organizations chose to avoid
the subprime mortgages that sparked the global financial collapse in 2008 because these high-risk loans did not fall in line with either’s ethical business practice
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policies. Due (in part) to these efforts in the line of ethics, Charles Schwab has consistently appeared as one of the top-rated securities firms on Fortune 500’s
annual list of America’s largest corporations (2012) , a distinction that is based on corporate revenues. Additionally, according to a recent survey conducted by
Fortune Magazine, Charles Schwab ranked #1 as the “World’s Most Admired Company” in the securities industry. (Ethics and Business Success -The Saylor
Foundation (Page 3 & 4)

CONCLUSION

The stakeholders of a business don’t find it wise to keep their relation going if the concerned business doesn’t follow the ethical standards. As a matter of exception
a particular stakeholder may find it beneficial for him to support unethical conduct of the business at some instant of time, but it doesn’t help him either in the
long run. In contrast to that, a company adhering to the ethical code of conduct enjoys praise and prestige in the long run, confidence and trust of the interest
parties in the short run. Spending resources to develop an ethical culture within the organisation is not a waste. The small Investment today brings manifold gains
in future.Ethics is one of those abstract qualitative factors that can’t be shown in the financial statements but has the extensive bearing on the profitability of a
business in the long run. It doesn’t care about the type of industry, size of the organisation or for that matter the line of business you operate in. As long as an
effective code of ethics is in place, success is inevitable.

Management has a detrimental role to play in building the ethical culture inside the organisation because it is the management that paves the way for how the
entire organisation works on daily basis. If the management philosophy is based on ethical principles, the leaders inside the organisation can guide whole team by
example and guide them to the right decision making . A business run on ethical practices attracts the workforce, helps in retaining them and creates the trust
between employer and the employee.The consistent ethical behaviour brings the reputation and image which serves as decision criteria for pottential investors
to invest in your company. Developing an image could be comparatively easy but retaining it needs an organisation to be ethical on all business aspects that could
be fair employee treatment, care for the environment, legitimate market practices and consumer concerns. An organisation must enjoin doing the right thing,
because it is the right thing to do.
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competition, a group of intellectuals felt the need to have some platform, where young
and budding managers and academicians could express their views and discuss the
problems among their peers. This journal was conceived with this noble intention in view.
This journal has been introduced to give an opportunity for expressing refined and
innovative ideas in this field. It is our humble endeavour to provide a springboard to the
upcoming specialists and give a chance to know about the latest in the sphere of research
and knowledge. We have taken a small step and we hope that with the active co-
operation of like-minded scholars, we shall be able to serve the society with our humble
efforts.
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