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Business Ethics : An Overview 1

Meaning of Ethics

The word ethics is derived from the Greek word ethos which means

character. Ethics is the discipline which deals with values relating to human
conduct. From the stand point of a management, ethics may be defined as the
standards governing the usual conduct of the members of the management.
Ethics refers to contemporary standards or set of values that govern the actions
and behaviour of individuals. They provide basis for determining what is right
or wrong, good or bad in terms of given situation. Ethics may be defined as
a theory of morality when attempts to systematise moral judgements and
establish and defined basis moral principles.

According to Garret, ‘‘Ethics is the science of judging specifically human
ends and relationship of means to those ends. In some way it is also the art
of controlling means so that they will serve specifically human ends.’’

Thus, ethics is the science of human conduct, a study of right and wrong
in human relationship. Ethics concerns attempts to distinguish right from
wrong, good from bad and what constitutes desirable conduct in a particular
set of social circumstances. The Institute of Global Ethics defines ethics as
‘obedience to the enforceable’. The former Prime Minister Vajpayee’s call for
‘‘zero tolerance for corruption’’, in order to restore ethics, call cannot become
a reality unless we work with the foundation of human values. Professional
education is equally callous towards human values and ethics.

Features of Ethics

In the light of above, following are the features of ethics :

• Ethics is involved not only in business but in all human activities. There
is need for a science of ethics in every human endeavour.

• Ethics contains principles of personal and professional conduct. Being
the principles these are universally applicable and can be taught.

• Ethics is not coextensive with law even though law enshrines many
ethical judgements of a society. Ethics criticises law and custom to
obtain more perfect rules for the conduct of life. Law may permit things
which are unethical. Ethics is broader than law, customs and public
opinion.

• Ethics does not rest on feelings of approval and disapproval but in the
careful examination of the reality around us. It may, for example, be
unpleasant to fire a man but ethics may demand just this principles,
not feelings, give us ethics.
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• What constitute ethical behaviour in one society may be unethical in
others. For example, artificial birth control is mandatory in Russia and
China but a taboo in Catholic Christian societies.

• Existing norms and judgements may contain valuable insights but
ethics set out to criticise and test them in terms of ultimate norms.

• The term ethics and morals are often used interchangeably. But ethics
is broader than morals. Morals refers to any generally accepted customs
of conduct and right living in a society. There are customs having a
high degree of social acceptance. Morals indicate what people do, while
ethics represents what people should do.

• Ethics is said to be a normative science. A normative science seeks to
determine forms, ideals, standards or values. There are three, gener-
ally, ideals of human life, viz., Truth, Beauty and Goodness. They
correspond to three aspects of our experience, thinking, feeling and
willing.

Postulates of Ethics

Ethics is a science which deals with the ideals involved in the conduct of
human being. It deals with the standards of rightness and wrongness, good and
bad involved in conduct. But it should be noted that all types of behaviour or
conduct of men do not come under purview of ethics. Following are the
postulates of ethics :

• The fundamental postulate is freedom of will of the agent or doer. An
action done by the free-will of an agent is the expression of the nature
of character of that person. Such events that do not follow from the
free will of the agent, do not form the subject matter of moral judgements.
For example, relax actions, instinctive actions, accidents, etc., cannot
be said to be morally right or wrong. Hence, freedom of will is the most
fundamental presupposition of postulates of ethics.

• The second postulate of ethics is ‘reason’. Under this, only persons with
a properly developed rational faculty, i.e., with the power of distinguishing
good from bad are to be held responsible for their voluntary actions.

• Ethics holds that the doer of a deed must suffer its consequences. For
this, the personality of the agent must remain the same. In cases of
serious mental illnesses, he can no longer be said to be the same
person. Hence, he can not be held morally responsible for his acts.

An analysis of the foregoing discussion holds that before passing judgement
on a conduct, ethics requires that :

(i) The agent must perform the deed out of his own free-will and not be
compelled to do it by some powerful force.

(ii) The agent must be in possession of fully developed rational faculty
which may help him distinguish between right and wrong, good and
bad.

(iii) The agent must not lose his normal personality, i.e., he must have
regular mental life.

Meaning of Business Ethics

Business ethics may be defined as moral principles or rules of behaviour
which should govern the conducting business enterprises. Business ethics are
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answered with what is right and what is wrong in the behaviour of business-
men. It provides a code of conduct which can guide businessmen in performing
their jobs. Ethical behaviour means adhering to moral principles and social
rules, and behaving in a way people ought to behave. It implies just and fair
conduct which goes beyond observing laws and government regulations.

In the field of business ethics there is variety of theories, approaches and
philosophies. Over the years, the subject of business ethics has expanded,
making it difficult to oversee the subject area. It is true that business ethics
is a fussy area. No universal set of ethical principles exists and what is right
and what is wrong often depends upon circumstances.

Many people are not in favour of business ethics movement. However,
business ethics matters because there are number of evidences that unethical
behaviour can cost a company its reputation, hard cash and reduce its stock
price. Moreover, the companies, that are ethical in nature can build trust
among shareholders, employees, customers and community. This proves to be
good for business.

What Constitutes Unethical Behaviour ?

Business men are often faced with the problems of deciding whether a
particular act is ethical or not. However, unethical behaviour is likely to occur
in organisations for various  reasons. There are certain cases which can be
described as unethical. At the individual level, the case may be of employees
failing to respect each other’s unique personalities. Unethical behaviour may
also occur because managers act in an unprofessional manner. They put their
own self interest before those of other members of the organisation. Some of
the unethical cases in an organisation are given below :

• Using company property for personal use.

• Keeping two sets of books to evade taxes.

• Bribing public officials to obtain undue favours.

• Overlooking safety violations to get the job done.

• Using false claims in advertisements.

• Revealing confidential information or trade secrets.

• Artificially inflating profits to get re-elected as directors.

• Understating educational qualifications to get low level job.

Indian entrepreneurs and executives fall in two categories. The vast

majority would prefer to operate ethically, but this group experience dharma

sankats, moral dilemmas in dealing with illicit demands of some political,

administrative, financial, legal and other functionaries, for getting the still

lingering permits, clearances of documents. The other group is a declining

minority who cynically exploit the others and sustain corruption for personal

gain. Business has to be ethical in all its dealings with all its stakeholders,

society nations, etc.

Dysfunctional Behaviour in Organisations

There are various socio-psychological factors which may account for why

individuals lose self-respect and personal motivation. Why they develop negative

attitude towards other members of an organisation. Sometimes, this negative

behaviour may be due to negative work experiences. Some persons are said
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to have a ‘‘character disorder’’ in the society. They have tendency to blame
others and refusal to accept responsibility for their own failures. They are
unable to understand why they should change their behaviour. We discuss
below the main forms of unethical behaviour by individuals.

Greed : Greed refers to a situation where an individual expects more than
his due. Greed is regarded as immoral behaviour by all religions. It lays
destructive effects on other people. Greed, despite universal oppose, is pervasive.
It occurs at all levels of human activity from the individual to the groups or
institutions. According to Worster, ‘‘The mentality of US agricultural industry,
that pursued unrealistic short-term pofits by promoting a ‘‘slash-and-bysh’’
policy of economic development that resulted in environmental destruction and
created long term soil erosion, water shortage, dustbowl conditions and the
extinction of wild life. It will take future generations decades to reverse the
effects of this short term strategy based on greed.’’

Worster has, thus, shown the effects of greed at institutional level and
criticised the ‘‘greed is good.’’

Employee Crime : There is a considerable rise in employee crime.
Following are the examples of employee crime :

(i) Bank officials who keep deposits to pay CFI outstanding debts and write
off the losses against the banks.

(ii) Store keepers who steals item from the store and sell the goods.

(iii) Managers are establishing their own businesses by making the use of
employer’s resources.

Free-riding : Free-riding refers to behaviour that allows an individual to
enjoy the benefits produced by others’ efforts without contributing. It is regarded
as unethical behaviour because it threatens the exsiting cooperation among
the employees. It involves gaining a benefit at no cost to the person who enjoys
the benefits. There may be two forms of free-riding in an organisation. First,

when individuals do not participate in group activities, yet willing to draw some
benefits. Second, when an individual does not join a trade union but get all
those benefits which are enjoyed by union members after negotiation with the
management.

Lying : Lying is the opposite of truth. It is condemned by all religions
in the world. Lying refers to false statement which is made by an individual
to mislead the other. It is unacceptable because it is regarded as eroding the
self respect.

According to Hugo Grotius, ‘‘Lying may be permissible when it is directed
towards children, the insane, thieves and unrighteous persons or when it is
done for the public good.’’

The study of the ethics of lying made by Bok, explores the rationale of
‘white lies’, false excuses, non-authentic justifications, lies in a crisis, lies to
liars, lies to enemies, lies for the public good, lies to protect peers and elicits,
lies to the sick and dying and the moral effects of lying on both the liar and
the other people. Bok acknowledges that certain types of lying may be permissible.

Fraud and Embezzlement : Fraud and embezzlement may be committed
by either omission or commission. An act of omission refers to any failure to
disclose a significant fact that the law requires to be disclosed. An act of
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commission involves lying or making some form of material misrepresentation.
According to a report by Gronelli, the typical United States organisation loses
six percent of its total annual turnover due to malpractices by employees.
Hence, embezzlement and fraud are regarded as unethical.

Sexual Harassment : According to the United States Supreme Court,
men as well women may be victims of sexual harassment. However, the focus
is on women because they are the ones who are more sufferer from it. Sexual
harassment is illegal and it is wide spread. What exactly is meant by sexual
harassment ? The equal employment opportunity commission says that it is,
‘‘unwelcome sexual advances requests for sexual favours and other verbal or
physical conduct of a sexual nature.’’

Catherine Mackinon describes sexual harassment as, ‘‘sexual attention
imposed on someone who is not in a position to refuse it.’’ There are three
types of sexual harassment, such as :

(i) Sexual threats are the first type of its cruel form. For example, you
better agree to sleep with me if you want to keep your job. In this
case, you are depriving her of equal treatment on the job. Hence, it
is unethical.

(ii) The second type of sexual harassment is ‘‘sexual offers’’. ‘‘If you sleep
with me, I will give you a promotion quickly.’’ In this case, employer
is attempting to exploit his power.

(iii) The third category is the widespread and pervasive. This includes an
attempt to pressure the women for sexual favours, to pass sexist
remarks about woman’s body and clothing, posting of pictures of a nude
women, etc. All this constitute sexual harassment. Such behaviour is
humiliating and degrading to its victims. It interferes with her peace
of mind. However, occasional sexist remarks do not constitute sexual
harassment.

Bribery : Bribe refers to illegal and improper favours obtained in exchange
for the payment of money or something else of value. It is used to manipulate
people by using influence. Bribe may be defined as ‘‘offering, giving, receiving
of something of value for the purpose of influencing the action of an official

in the discharge of his public or legal duties.’’ The item of value may be direct
payment of money or property. It may be in the form of percentage after
completion of deal. It is customary in many countries and regions for moderate
payments to be made to public officials for issuing permits, licences, visas, etc.
These are small bribes to be paid to appropriate officials.

Bribery is unethical and wrong for two reasons; first, the person being
bribed violets his duty and secondly, harmful consequences may come from the
acceptance of bribe.

White Collar Crime : These are committed at the highest level. White
collar crimes involves manipulation of accounting records of legal documents
for personal gain, manipulation of company records including alteration of the
terms of a business contract with the aim of earning profit not agreed upon
by the other contracting parties.

White collar crime was legally recognised first in United States of America—
USA and later in other western countries in the 1970s as criminal activity in
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