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Abstract: Individuals will accept external moral authority when it is independently filtered.
The problem is that most public service leaders do not follow a consistent approach to ethical
decision making and accomplishing ethical behavior in the bureaucratic organizations they lead.
While formal codes of ethics offer some standards of conduct and guidelines for ethical decision-
making, a more effective approach is to mesh code enforcement with a normative approach to
establishing an ethical climate. Public Administrative style, methods, hierarchy and training are
closely interrelated with ethics. Training alone is not enough. However, serious, sustainable
improvements of the public service without adequate education and training seem to be impossible.
Evaluation of training policies in every country in the region appears to be necessary. Public
servants must understand what is acceptable behavior, and, in the end, when the risk of detection
and punishment outweighs the gains. Modern people who have embraced scientific development
as truth do not judge goodness according to the will of God. They ask their own insight for advice
and often end up in conflict because insights differ. If we concentrate on the basis of the conflict,
we discover common ground that is often hidden or misconstrued.
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INTRODUCTION

In concept, business ethics is the applied ethics discipline that addresses the moral features of
commercial activity. In practice, however, a dizzying array of projects is pursued under its rubric.
Programs of legal compliance, empirical studies into the moral beliefs and attitudes of business
people, a panoply of best-practices claims (in the name of their moral merit or their contribution to
business success), arguments for (or against) mandatory worker participation in management, and
attempts at applying traditional ethical theories, theories of justice, or theories of the state to firms or
to the functional areas of business are all advanced as contributions to business ethics—even and
especially in its academic literature. These projects vary considerably and often seem to have little in
common other than the conviction, held by those who pursue them, that whatever each is pursuing is
business ethics.

This entry focuses generally on academic business ethics, more particularly on the
philosophically-informed part of business ethics, and most particularly on the constellation of
philosophically-relevant questions that inform the main conversation and ongoing disagreement
among academic business ethicists. It covers: (1) the history of business ethics as an academic
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endeavor; (2) the focus on the corporation in academic business ethics; (3) the treatment of the
employment relation in academic business ethics; (4) the treatment of

transnational issues in academic business ethics; and (5) criticism of the focus and implicit
methodology of academic business ethics.

Although academic instruction explicitly devoted to the relationship between ethics and
commerce can be found in U.S. business schools as early as the first three decades of the 20th century,
particularly in Catholic colleges and universities, creation of academic positions dedicated explicitly
to business ethics in U.S. business schools tracks closely waves of corporate scandal from the 1980s
to the present. In 1987, in the midst of the insider trading scandal on Wall Street, former Securities
and Exchange Commission head John Shad gave the Harvard Business School over $30 million for
the purpose of starting a business ethics program there. Subsequent philanthropy from a number of
sources financed the creation of prominent endowed chairs at the University of Virginia's Darden
School, the University of Pennsylvania's Wharton School, and other business schools. Today,
academic positions in business ethics, whether endowed chairs or ordinary faculty positions, are
found frequently in

U.S. business schools and in philosophy departments, as well.

ETHICS AND BUSINESS: THEIR INTER RELATIONSHIP

What constitutes business varies from society to society. To relieve a business of likely specific
problems, the business is to be decided by the people of the society and not by business or those who
run the business. The basic problem is that the ethical course of action is not always clear to
company“‘s managers. Business ethics is a studyof moral standards as they apply to business policies,
behaviour and institutions, and to the people who work within these organizations. Its function is not
only to analyze moral norms and values, but also to attempt application of this analysis to business.

Business ethics partly aims to analyse the presuppositions both moral presuppositions and the
presuppositions from a moral point of view of business. Since business operates within an economic
system, part of the proper task of business ethics is to raise questionsabout economic systems in
general and about the morality of a country™s economic system in particular. This, in turn, raises
questions about the appropriateness of using moral language to evaluate these systems.

WHAT BUSINESS ETHICS CAN DO AND CANNOT DO: Business ethics can help people
approach moral problems in business more systematically and with better tools than they might
otherwise approach them. It can help them to see issues they might normally ignore. It can also drive
them to make changes that they might otherwise not be moved to make. However, business ethics
does not by itself make anyone moral. Business ethics presupposes that those who study it are moral
beings, and they wish to be even better,more thoughtful, and more informed moral beings. Business
ethics does not change business practices unless those engaged in the practices that require moral
change wish to change them. Business ethics can produce arguments to show that a practice is
immoral, but obviously only those in a position to implement the change can be able to bring them
about.

ISSN 2277-3630 (online), Published by International journal of Social Sciences &
Interdisciplinary Research., under Volume: 11 Issue: 02 in February-2022
15 https:/ /www.ﬁejournal.net/index.php /1JSSIR

Copyright (c) 2022 Author (s). This is an open-access article distributed under the terms of
Creative Commons Attribution License (CC BY). To view a copy of this license,
visit https://creativecommons.org/licenses/by/4.0/




1JSSIR, Vol. 11, No. 02, FEBRUARY 2022

MORAL REASONING IN BUSINESS: The pertinent questions that arise are: Is morality
simply a matter of individual choice? Is it culturally determined? Is the claim that there is a universal
morality applicable to all people and at all times, defendable? Certainly, some business practices are
held to be moral and proper and others improper. But the question to be asked is: Whether these
conventional norms should be held, whether some of them may

infact be improper? At times, conventional morality is challengeable and is attacked. A moral
law at times needs to be violated.

ARGUMENTS FOR AND AGAINST BUSINESS ETHICS

There may be objections toward application of moral standards to business. Let us see what
some of these objections are and what can be said against or in favour of applying moral standards to
business.

OBJECTIONS TO BRINGING ETHICS TO BUSINESS

The objection is that in perfectly competitive free market, the behaviour of people in business
organizations should not be subjected to moral standards. On this view, the people in business should
single mindedly pursue the financial interests of their firm without diverting their energies or their
firm“s resources into “doing good works”. In support of this view there may be advanced three
different arguments as also put by Velasquez (De George, 2002).

These are as mentioned below.

FIRST OBJECTION-ARGUMENT: The pursuit of business being profit, the society will
benefit most if managers do not impose their own values on a business and devote themselves to
produce ,.efficiently” what the society wants (or values). Arguments of this sort conceal a number of
such questionable assumptions that require quite lengthier discussion. However, briefly,first
assumption is that contrary to a point in the argument advanced, most industrial markets are ,,not"
“perfectly competitive”, and as such, therefore, to the extent that firms do not have to compete they
can maximize profits “despite inefficient production”. Second, it is a wrong presumption of the
argument that ,,any* steps taken to increase profits will “necessarily” be socially beneficial. In fact,
several ways of increasing profits actually cause injury to society: allowing bribery, fraud, tax
evasion, deceptive advertising, harmful production to go Psychology uncontrolled concealing product
hazards. Third, the argument assumes that by producing whatever the buying public wants (or values)
firms are fulfilling the want of ,,the whole* of the society. Infact, the wants of large segments of
society (the poor and disadvantaged) are not necessarily met because they cannot participate fully in
the market place. Fourth, the objection-argument is essentially making a normative statement
(“managers should devote themselves to the single-minded pursuit of profits”) on the basis of
unproved moral standards (“people should do whatever will benefit those who participate in
markets”). Thus, although the argument tries to ,,show™ that ethics does not matter, it can do this only
by assuming an ,,unproved” moral standard that at least appears mistaken.
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Second objection-argument for bringing ethics into business is that business manager (as loyal
agent of his employer) should single mindedly pursue the interests of his firm and should ignore
ethical considerations.

The argument can be, and often has been, used to justify a managers unethical or illegal
conduct. The loyal agent™s (managers) argument relies on several questionable and mistaken
assumptions. First, the argument tries to show that ethics does not matter by assuming an unproved
moral standard (“the manager should save his employer in whatever way the employer wants to be
served”). But there is no reason to assume that this moral standard is

acceptable as it stands; it would be acceptable only if it were suitably qualified (e.g., “the

manager should save his employer in whatever moral way the employer wants to be served”).

Second, the loyal agent™s argument assumes thatthere are no limits to the managers duties to
serve the employer, when in fact such limits are an express part of the legal and socialinstitutions
from which these duties arise. An agent™s duties are defined by the law of agency (i.e., the law that
specifies the duties of persons (agents) who agree to act on behalf of another party and who are
authorized by the agreement so to act). Lawyers, managers, engineers, stock brokers, and so on all
act as agents for their employers in this sense. By freely entering into an agreement to act as
someone‘'s agent then, a person accepts a legal (and moral) duty to serve the client loyally, obediently,
and in a confidential manner as specified in the law of agency (Blumbey, 1973a).

The manager*s duties to serve his employer, then, are limited by the constraints of morality,
because it is with this understanding that his duties as a loyal agent are defined. Third, the loyal
agent”s argument assumes that if a manager agrees to servea firm, this agreement automatically
justifies whatever the manager does on behalf of the firm. However, this assumption is false:

Agreement to serve other people does not automatically justify doing wrong on their behalf.
For example, it is wrong for someone to kill an innocent person to serve or advance one*s own
interests.

Agreements do not change the moral character of wrongful acts. Ifit is morally wrong for a
manager to do something out of self-interest, then it is also morally wrong for him to do it in the
interests of his company even though he has agreed to serve the company. The assumptions of the
loyal agent”s (manager*s) argument, then, are mistaken.

THIRD OBJECTION-ARGUMENT FOR BRINGING ETHICS INTO BUSINESS: TO BE
ETHICAL IT IS ENOUGH FOR BUSINESS PEOPLE MERELY TO OBEY THE LAW

Business ethics is essentially obeying the law. It is wrong to see law and ethics as identical. It
is true that some laws require behaviour that is the same as the behaviour required by moral standards,
e.g., the laws that prohibit murder, rape, fraud,etc. In such cases, there is coincidence between law
and morality, and the objection to obey such laws is the same as the obligation to be moral. However,
law and morality do not always coincide. Some laws have nothing to do with morality because they
do not involve serious matters, e.g., laws of parking, dress codes, and other laws covering similar
matters. Other laws may even violate our moral standards so that they are actually contrary to
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morality. Thus, ethics is not simply following the law. Nevertheless, this does not mean that ethics
has nothing to do with following the law Our moral standards are sometimes incorporated into the
law when enough of us feel that a moral standard should be enforced by Psychology pressure of a
legal system. In contrast, laws are sometimes criticized and eliminated when it becomes clear that
they blatantly violate our moral standards. E.g., law permitting job discrimination and bribery in
business must be eliminated since they violate our moral standards. Therefore, morality shapes and
influences many of the laws.

Moreover, as most ethicists agree that a person has moral obligation to obey the law so long as
the law does not require clearly unjust behaviour. This means that, in most cases, it is immoral to
break the law. The obligation to obey the law can give rise to conflicts

when the law requires something that the business person believes is immoral. In such dilemma
cases, a person is faced with a conflict between the obligation to obey the law and the obligation to
obey his conscience.

Thus, the arguments attempting to establish that ethics should not be brought into business have
been found all wanting.

THE CASE FOR ETHICS IN BUSINESS
There may be quite some arguments for bringing ethics into business.

(1) One way to argue is that ethics should govern all voluntary human activities, and,
business is such an activity. Therefore, ethics should also govern business.

(2) Another argument is that business activities, like any other human activities, cannot
exist unless the people involved in the business and its surrounding community adhere to some
minimal standards of ethics. Business is a cooperative activity whose very existence requires
cooperative behaviour. First, any business will collapse if all of its managers, employees, and
customers come to think that it is morally permissible to steal, lie or break their agreements with the
company. Because no business can exist entirely without ethics, the pursuit of business requires at
least a minimal adherence to ethics on the partof those involved in business. Second, all businesses
require a stable society in which to carry on their business dealings, the stability of a society requires
that its members adhere to some minimal standards of ethics. The impossibility of conducting
business in society without ethics  a society in which lying, theft, distrust,cheating, and unrestrained
self-interested conflict became the norm_is shown by the way in which business activities break down
in Indian Psychological societies torn by strife, conflict, and distrust. Because business cannot survive
without ethics, it is in the interests of business to promote ethical behaviour both among its own
members as well as within its larger society (Michales, 1980, for a similar version of this argument).

3) Third argument for bringing ethics to business is by showing that ethical
considerations are consistent with business pursuits, in particular with the pursuit of profit. That ethics
is consistent with the pursuit of profit can be shown simply finding examples of companies where a
history of good ethics has existed side by side with a history of profitable operations. Such companies
have combined a good history of profit with exemplary ethical climates.
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However, the above mentioned claim-proposition that ethics is consistent with the pursuit of
profits is not fully demonstrated by certain individual companies. There may be many chance factors
that affect profitability, e.g., over-capacity in a particular industry, changing consumer tastes,
recessions, weather patterns, interest rates, etc. There are many difficulties involved in trying to see
whether ethical companies are more profitable than unethical ones. There are many different ways of
defining ethical, many different ways of measuring profit, many different factors that can affect a
company‘s profits, many different ways of deciding whose actions count as the actions of company,
and many different dimensions along which companies can be a compared. Despite these difficulties,
several studies in examining whether profitability is correlated with ethical behaviour, suggest that,
by and large, ethics does not detract from profit and seems to contribute to profits.

(1) Yet another reason (Fourth Argument) to think that ethics should be brought to
business is that in a situation when two parties in business are faced with a dilemma of choice as ,,to
cooperate™ or ,,not cooperate®, they must opt for mutual cooperation. For, if both cooperate with each
other, each of them will benefit.

.1. Academic business ethicists address questions that range across the functional areas of
business, giving rise to various recognized specialties in business ethics (e.g., marketing ethics,
finance ethics, accounting ethics). But despite the wide range of questions pursued, the bulk of the
academic literature and discussion is focused more closely on (and much of the function-specific
work is connected closely to) the large corporation whose ownership shares are traded on public
exchanges.

2. THE CORPORATION IN BUSINESS ETHICS

Although self-conscious, academic business ethics is of recent vintage, its intellectual roots are
found in the corporate social responsibility (CSR) and business-and-society literatures originating in
law and in business in the early and middle 20th century Academic business ethics displays its CSR
heritage in the peculiar constellation of concerns that pervade its literature. Those concerns surround
the business corporation, which Robert Solomon (1991) calls “the basic unit of commerce today.”

The corporate focus is evident in the titles of early works of academic business ethics that have
done much to shape the subsequent discussion in the field. Tom Donaldson's Corporations and
Morality (1982) and Patricia Werhane's Persons, Rights, and Corporations (1985) take business ethics
to be concerned centrally with questions about the corporation's proper role in and relationship to the
social order. These questions, taken up by the field and continuing to inform its main conversation,
are said to surround the “moral status of the corporation,” by which is meant typically one or both of:
(1) Is the corporation a moral agent, distinct from the persons who compose it? (2) Morally, how or
in whose interests ought the corporation to be managed?

IS THE CORPORATION A MORAL AGENT?

At law, the corporation is a person, distinct in its personality from the persons who bear
ownership shares in it (its shareholders) or conduct activities on its behalf (its directors, officers, and
other employees). Among the many manifestations of the corporation's separate legal personality are:
(1) Distributions of dividends from the corporation to its shareholders are subject to income taxation
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in the same way that gifts between persons are subject to income taxation. If the corporation were not
a separate legal person (as, for example, in U.S. and English law a partnership is not a separate legal
person from the partners who compose it) the distribution of dividends would not a be a taxable event
(because money would not be changing hands). (i) Corporations are subject to civil liability that is
distinct from that of its owners. Indeed, one of the principal motivations for organizing business
activities in the corporate form is that corporate assets are legally separate from the personal assets
of the corporation's shareholders. Shareholder liability for corporate debts is limited to whatever
assets owners have contributed to the corporation in return for their ownership stakes. (iii)
Corporations are subject to criminal liability that is distinct from that of its owners, directors, officers,
or employees.

INTEGRATING VALUES AND ETHICS

The implication for teaching at the college and university level is that instructors need to
understand the ways in which values and ethical frameworks are relevant to their course content. To
create understanding and properly extend the learning of students, instructors need to make clear their
perspectives on moral literacy. As discussed in the preceding section, valuation processes can be
relevant to leadership as conscious and unconscious influences on the cognitive processes of
individuals, as rubrics or codes for responding to problematic situations, and as meta-values around
which to establish consensus on shared objectives and purposes.

3. THE EMPLOYMENT RELATION IN BUSINESS ETHICS

Falling neatly out of concern about the power of large, publicly traded corporations is a concern
about the terms of employment they afford. The discussion of the employment relation in academic
business ethics has crystallized into a debate over the relative moral merits of at-will employment
terms and just cause employment terms, especially in light of the place each occupies in employment
law.

Most of the discussion of the employment relation in academic business ethics concerns the
fairness of the at-will doctrine and whether other terms of employment ought to be substituted for it
through public policy initiatives. Indeed, the debate makes little sense outside the public policy
context. On broadly Kantian grounds, Werhane (1985) argues that arbitrary dismissal is incompatible
with respecting employees as persons. Respecting employees as persons demands that they be
supplied with good reasons when adverse action is taken against them. Thus, at-will employment (or
at least, dismissal without cause undertaken in accordance with the at-will doctrine) is incompatible
with recognizing and respecting the employee's personhood.

The debate over at-will employment is a debate not about what employers and employees ought
or ought not to do, but instead about the merits of taking the terms of employment continuation out
of the realm of contract and into the realm of public policy. In that sense, it is more like the debate
over the minimum wage. The at-will doctrine neither commends nor incentivizes a managerial
practice. Instead, it apportions the legal risk of arbitrary firing in a way different than just cause rules
do. Which apportionment is better may tell us much about the public policies we ought to have, but
it doesn't tell us how we ought to conduct business.

4. CONCLUSION
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The main conversation in academic business ethics is focused on the large, publicly traded
corporation. It owes its prescriptions mainly to normative political philosophy, rather than moral
theory. It speaks more to public policy toward business (and especially the large, publicly traded
corporation) and the institutions of capitalism than it does to ethical business conduct, i.e., what one
ought to be doing when one is doing business.

To be sure, there are cases of corruption that respond to the unethical nature of the corrupt
individual. But for the most part, the unethical behavior stems from the environment in which
individuals must interact. Convoluted regulations and weak rule of law foster a culture of

corruption and informality both in the private and public sectors.

In the public sector, convoluted regulations and weak rule of law provide ample opportunities
for public officials to accept bribes without punishment. In the private sector, those two factors push
some people to do business informally as a means to survive and others to profit far more than they
would if the possibility of bribery did not exist. The result is an increasingly unequal society, in terms
of the opportunity to create wealth and improve living standards.

To fight corruption and informality, it is essential to understand that corruption is a symptom-

-of overregulation, lack of rule of law, a large public sector--not the root of the problem. The
perceived problem is unethical/corrupt behavior of the private sector, which leads the government to
press more on private-sector activities. The real problem is the government action/regulations causing
undesired behavior of the private sector. The optimal solution would be to eliminate burdensome
regulations so that unethical behavior does not occur.

Countries must advance economic freedom in all possible areas of the economy, with particular
emphasis on regulations affecting small and medium business, in order for corruption and informality
to decrease. The Index of Economic Freedom is an excellent guide to identify what is obstructing
economic activity and, therefore, perpetuating poverty.

Countries must also preserve the independence and effectiveness of the judiciary to punish
corrupt actions. Economic freedom with a strong rule of law will foster a culture of investment, job
creation, and institutional respect--all essential factors in massively improving the living standards of
ordinary people.
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