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1. Basics of Business Ethics  
The 3 C’s of Business ethics: 
1. Compliance: (The need for compliance of rules including): 
• Laws 
• principles of morality 
• policy of the company 
2. The Contribution (Business can make to the society): 
• The core values 
• Quality of products/services 
• Employment 
• Usefulness of activities to surrounding activities 
• QWL 
3. The Consequences of business activity: 
• Toward environment inside and outside the organization 
• Social responsibility toward shareholders, bankers, customers and employees of 

organization. 
• Good public image, sound activity- good image. 
 
2. Arguments for Studying Business Ethics 
Ethics Resource Center has conducted a National Business Ethics Survey with 3000 
employees to get their perception about ethical misconduct. It was observed that 
misconduct is more prevalent in large organization (with more than 500 employees) than 
the smaller one. It is also more in top-level management. Senior managers (about 77%) 
believe ethical misconduct have crippled the business systems lately, while 48% of the non-
managers seem to believe so. Peoples’ trust in different businesses is falling. However, as per 
the survey, people trust pharmaceutical companies more followed by grocery store and 
supermarkets. However, their trust is at minimum in auto dealers.  
A company may employ people with personal values to ensure its corporate citizenship and 
high ethical standards. However, a person’s own ethical standpoint in a particular situation 
does not matter from a business perspective. Every action should be judged from the long 
term goal of the business. There is always a conflict of interest between one’s own personal 
values and ethical decision from the point of view of the business. In fact, the values we have 
from our parents, schools, community may not be appropriate when we have to deal with 
product quality, pricing, competition and managerial decision. Some individual values (e.g. 



sexual orientation or alcohol addiction) may be beyond the business ethics policy decisions. 
But some businesses may have policies of their own on these issues as well. On the other 
hand, people from different culture and value orientation come to an organization. Hence, 
respecting their individual values is also important for the business concern. Individual values 
like truthfulness, openness, justice should be viewed in the light of the business. Here, we 
also make a distinction between ethics and legality. Law always has some loopholes and 
there are debates among lawyers regarding deceptive advertising, creative accounting and 
corrupt practices.  
 
Case:  Caraco Pharmaceutical Laboratory called up an entire batch of their heart disease 
related drug as in some of their batches, the size of the tablet varied and it may cause 
variation in dosage.  
 
Specific unethical behaviour  

 Abusive behaviour  
 Harassment  
 Accounting fraud  
 Bribery  
 Conflict of interest  
 Defective product  
 Employee theft, etc.  

 
Fields where ethics is compromised  

 Business  
 Accounting  
 Politics  
 Sports  
 Science  

 
Highly unethical companies  

 AIG 
 General Motors  
 Citigroup  
 Merrill Lynch  
 Exxon Mobil  
 Ford  

 
Highly regarded companies  

 Google  
 Johnson & Johnson  
 Sony  
 Coca-cola 
 Amazon.com 
 Microsoft  
 Toyota motors  

 
Cases  
1. Accounting fraud at Satyam Computer (inflated earning and assets of $1.4 billion)  



2. Insider trading of $6.7 million by Eugene Plotkin (Goldman Sachs) in collaboration with 
one Merrill Lynch analyst, 2 New Jersey postal staff, members of Business Week 
newspaper  

3. Accounting fraud of $97.5 million at AIG and restated earnings of $3.9 billion in 
collaboration with PWC through reinsurance scheme that came into surface due a class 
action lawsuit by a  select group of stakeholders  

4. Alaskan Senator Ted Stevens received $250000 in gifts from oil companies. US 
Department of Justice filed a motion against him in 7 counts. However, due to 
mishandling of evidences, the case was dropped but it costs him the election.  

5. Irv Lewis, the white-house advisor was convicted of obstruction of justice, false 
statement and a fine of $250000 was charged with a maximum 30 years prison term  

6. Falsifying experiments and misrepresenting data in scientific publications in Bell Labs  
7. Hwang-Woo Shook faked some research on stem cells  
8. Manny Ramirez was banned from 50 games for use of a steroid that increase 

testosterone  
 
9. Significance of Business Ethics  
• A larger section of the society believes that the unprecedented growth of business has 

an adverse effect on them. In fact, almost 75% of the residents from 20 leading economic 
nations believe that corporate houses influence the Government in framing policies in 
their favour. Business ethics may help to find out the reasons behind it.  

• Business has the potential to play an important social role by producing goods or 
services for consumption, creating employment opportunity, paying taxes and fastening 
economic growth. But whether these contributions are made and even if they are made 
whether it is at the cost of something else, that is decided by business ethics. In a survey 
by McKinsey (2008), it was observed that 50% of the corporate executives believe that 
contribution of the business in society is positive, whereas 25% think otherwise.  

• Business ethics helps to find out the causes and consequences of business malpractices 
that can inflict enormous harm to individual, to communities or economy at large. 
Hence, business ethics is important in improving human conditions (Michalos, 1988).  

• Different stakeholder groups expect the business to behave more ethically. It may 
sometimes create complexity and challenges for the organisation. Ethics may help to 
understand these challenges and fulfil the ethical expectations of the stakeholder groups.  

• Few business heads have received ethical education and training. A study of business 
ethics may help them to identify, diagnose, analyse and solve an ethical dilemma in 
business decisions and help them in ethical decision making.  

• Ethical violations have occurred several times in the recent years. A survey in the UK 
(with 1000 employees) and Hong Kong (with 2000 employees) reveals that 30-40% of 
the corporate houses in those two countries have committed fraud in their operation. 
Now, business ethics may help to find out the reasons behind these infractions and 
provide solutions from the point of views of the managers, regulators, and other 
interested parties.  

• It may provide us with the ability to assess the benefits and problems associated with 
managing ethics in organisations.  

• A study of business ethics may give us an insight into the complex problems of the 
society; helps to understand the modern society in a systematic way; takes us from the 
traditional framework of doing business to the modern ones.  

 


