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1. Principles of Business Ethics  
Ethics is a systematic attempt to study individual, group, organisational, social, market and 
global moral experience in such a way as to determine and prioritize desirable ends that are 
worth pursuing in formulating right rules that ought to govern human conduct and act on 
virtuous intentions and character traits leading to development of life.  
 
Morality on the other hand is the rules or the values that differentiate right customary, 
sociological practices and activities from the wrong ones. While we use ethics and morality 
interchangeably, in some sphere are diametrically different.  
 
Example 1: At the time of civil war, the fugitive slaves were incapacitated by cutting off their 
toes. While it was considered to be right from the existing sociological point of view, hence 
moral, it was not right from ethical standpoint, since ethics is more sensitive and reflective 
and systematic endorsement of the moral norms.  
 
Example 2: Henry Ford wanted to share a portion of the profit with their employees to 
improve their quality of lives. It was an ethical standpoint. But one of the investors, Dodge 
filed a suit against this decision and court stood by Dodge, since the manager has a fiduciary 
moral responsibility towards their shareholders first.  
 
The study of ethics can be made based on three levels of analysis:  

(a) Global: It focuses on global economic context; conflict between market and 
command economies   

(b) Organizational: company codes; ethical issues in mergers and acquisitions  
(c) Individual: lying, cheating and stealing at work  

 
Philosophy is the critical reflection of logically fundamental beliefs regarding what is real, true 
and of value and acting with reasoned commitments.  
 
Example 3: A person who believes god is real; truths are known by divine revelation 
contained in sacred writings, and have an ethical value that spiritual salvation is achieved 
after death believes in religious foundation of ethics. On the other hand, a person who 
believes that nature is real, truths are known through science and reason highest value is 



ethical integrity believes in secular foundation of ethics. Both the person can act ethically 
from different metaphysical and epistemological points of views.  
 
Management ethics is a descriptive and normality study moral awareness, judgment, conduct 
and character of all levels of managerial practices. It reduces tangible and intangible costs in 
management practices and improves individual, group and organisational performances 
through the following ways:  

(a) Simulation of moral imagination  
(b) Moral identification and ordering  
(c) Moral evaluation  
(d) Tolerating moral disagreement and ambiguity  
(e) Integrating managerial competence and moral competence  
(f) Eliciting sense of moral responsibility  

 
 
 

  
 
 
Rational business decisions are not only influenced by economic and legal factors, but also 
by moral factors. Managers may exhibit their ethical integrity from 4 specific approaches:  

(a) Outcome oriented (teleological theories): achieving good consequences or ends. 
Example: Production/ sales managers who focus on bottom line    

(b) Duty oriented (deontological theories): adhering to standards of right conduct. 
Example: internal process managers who monitor and co-ordinate different activities 
and strictly follow internal policies of the organization   

(c) Character oriented (virtue ethics theories): developing virtuous character traits. 
Example HR managers facilitating and mentoring human talents   

(d) Systems oriented (systems development theories): being motivated by ethically 
supportive, holistic context. Systems managers involved in innovating and brokering 
for resources to improve the system continuously   

 
Understanding of all the ethical theories is necessary for balanced ethical judgments.   
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1. Teleological theories  
If on balance more benefit than cost is achieved by the relevant stakeholder for pursuing a 
choice, teleological theory endorses goodness that choice. Managers who endorses this 
theory focus on productivity, organisational deadlines and profits without considering the 
means for achieving them. Types of teleological theories are: (a) ethical egoism; (b) 
utilitarianism; (c) eudaimonism  
A. Ethical egoism  
Ethical egoism refers to a choice that maximizes self-interest from an individual’s point of 
view, sometimes even at the cost of others. If no benefit is achieved by helping others, then 
it is not worth pursuing. Ethical egoism is different from psychological egoism. Psychological 
egoism refers to a state where people pursue some activity only when they get something in 
return. It is just the opposite of altruism which refers to sacrificing one’s self for the benefit 
of others. Taking the essence of both the concepts together, we may have enlightened egoism 
which refers to doing something for the others which would ultimately improve one’s own 
self-interest. For example, getting involved in community support programme within an 
organization may help an employee to enhance his image in the organization which would 
ultimately help him in his career advancement.  
 
According to the advocators of egoism or egoists, ethical behavior involves acting in self-
interest. Egoism has certain limitations. They are –  

 Due to their very nature, egoists are incompatible as an adviser or friend.  
 A business with fiduciary responsibilities can’t also be performed by them.  
 Two egoists can’t resolve any dispute between them.  
 Egoism as an ethical theory is impossible or absurd to formulate.  
 It can’t be promulgated as it can alert others and may cost the egoist himself.  

According to psychologists all human beings are egoists in nature. They work only to fulfill 
their self interest. But in reality, there are situations where this theory doesn’t hold good. 
Economists Adam Smith was one of the believers of egoism theory. 
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B. Utilitarianism  
It is a theory that holds that an action is ethical if it results in maximum satisfaction for the 
maximum number of stakeholders affected by it. For example, if I am a HR manager of an 
organization and decided the annual vacation schedule of the employees after soliciting their 
individual preferences, then my action would benefit a maximum number of employees. 
Most of the economic theories are based on this aspect since the sole motive of the 
business is maximization of investors’ wealth through growth in sales, market share and 
profit.  
 
John Stuart Mill was the founder of this theory. It is also known as Teleology or 
Consequentology. Utilitarianism involves bringing greater goods for greater number of 
people. So any action if brings maximum good for maximum number of person it is ethical 
operation. And the action would be treated as unethical if the reverse is true. This theory is 
based on cost benefit analysis. If total happiness by a large group of person for a particular 
action outweighs unhappiness the action brings it will be treated as desirable action and vice 
versa. This theory suffers from following limitations: 
a) This theory doesn’t use the concept of distributive justice. Whether total wealth is to be 

distributed in maximum number of people or it should be distributed in such way to 
ensure maximum good is not ascertainable. 

b) Concept of good is not clear in this theory. There are 2 kinds of goods – intrinsic and 
extrinsic. Extrinsic goods create intrinsic goods. But intrinsic goods are desired for their 
own sake. According to different theorists intrinsic goods can be 1 or many. Mill 
considered this good as happiness which comes from pleasure or satisfaction. But what 
satisfies a person or gives pleasure to him may not be good for him.  

c) Under this theory predicting certainty of good consequences of any particular action is a 
tedious job.  

d) This theory doesn’t consider morality of actions. If the consequences of any immoral 
action bring maximum good for maximum number of people it is rather acceptable as 
ethical practice under this theory.     

e) This theory doesn’t give much importance to ethical priority of the actor on the basis of 
relationship with the beneficiary.  

 
C. Eudaimonism  
According to this theory an action is ethical if leads to happiness of human beings. If a 
person maximizes his pleasurable utility to have a good time (excessive consumption of 
alcohol or drugs) it may give him pleasure for a limited time but ultimately he won’t be able 
to live a happy life which necessarily constitute health, safety, wealth, friendship, knowledge, 
good luck and virtue. For example, an HR manager may constitute a health and safety 
programme for all the employees. As it may improve human happiness, it is an ethical action 
from Eudaimonism point of view.  
 
2. Deontological theories  
According to these theories an action is ethical if the action itself fulfills the moral dictums 
irrespective of the benefits or cost coming out of it. For example, a secularist would always 
fulfill his promises; a religious person would follow the 10 commandments regardless of the 
personal benefits or cost.  
 
A. It is an important modern ethical theory. W.D. Ross, Immanuel Kant, John Rawl were 

some of the proponents of this theory. According to this theory, human being is 
different from other animals on many grounds. Not only they possess several 



alternatives to fulfill their inclination but also they can use those alternatives to fulfill a 
higher motive going beyond fulfillment of natural desires. Rules that guide deontologist’s 
performance are known as categorical imperative. There are two laws of categorical 
imperative. Under first law, every action should be guided by universal law irrespective 
of the consequences. If the action is unwarranted by the actor himself then it creates a 
will contradiction and is not supported by the universal law. The 2nd law of categorical 
imperative suggests, every human being is ends by themselves. So they shouldn’t used 
merely as means and the action should treat every person with equality, respect and 
dignity. From these two laws, it can be said that, deontology suggests acting according 
moral rules which are universally accepted and while performing this duties human rights 
should be maintained. But this theory also has certain limitations. These are –  

a) Certain individual situations where acting against moral principles can bring more 
happiness Deontology should not be applied there. 

b) Deontology also doesn’t logic behind following mere rules unless it brings overall social 
happiness. 

c) Under Deontology, actors have to perform their moral duties. But if duties contradict in 
some situation what should be moral decision is not answered by the Deontology 
principles.  

d) In a social system, human being has to use each other to sustain. But up to what extent 
this usage doesn’t cross the limit of exploitation has not been defined by Deontologists. 

 
Types of deontological theories: (a) negative and positive rights theories; (b) social contract 
theories; (c) social justice theories.  
A. Negative and positive rights theories  
Negative right theories advocates that an action is ethical if it prevents unwarranted 
interference from the Government or any other individual in exercising one’s right (right 
not to get killed by someone, right to privately use, sell or dispose own property without 
being interrupted by anyone else). Hence, excepting the stakeholder in question, all other 
have a negative duty not to prevent him from exercising his right. On other hand, as per 
positive rights theories, an action is ethical if it provides an individual to whatever he needs 
to exist (right to have a better healthcare, education, etc.). Hence, all other person and the 
Government have a positive duty to fulfill the needs of an individual. While there has always 
been some conflict in the global-economic front as to which duty should be practiced more 
rigorously. However, it has been accorded that the Government normally performs their 
positive duties. But they should also take adequate measures so that people can exercise 
their negative rights as well.    
B. Social contract theories  
According to this theory, an action is ethical if it conforms to the agreed upon norms, 
guidelines, contracts or rules that govern general well-being of the contracting parties. For 
example, US Commercial Code or UN Code of Conduct for Transnational Corporations 
incorporate guidelines for the contracting based on their agreement arrived at a consensus.  
C. Social justice theories  
According to this theory, an action is ethical if it reflects social justice in terms of 
distributive, retributive and compensatory dimensions. For example, if a non-smoker gets 
affected by a chain smoker, the theory advocates not only for the punishment of the later 
but also adequate protection to the former.  
 
3. Virtue ethics  
Virtue ethics focus on wholesome readiness to act out of good intensions that justifies the 
character of an ethical person. Character is a combination of intension, inclinations and 



virtues that readies an individual or an organization to act ethically. Person with strong 
character imbibes intellectual, moral, emotional and social virtues that self-discipline them to 
go the right thing or do something which is good for them. On the other hand, persons with 
weak character traits will do something which is harmful for them or make excuses for 
being able to do the right thing. While character provides a moral foundation of one’s self, 
personality is an impression on the surface. For example, a manager may be fair but may not 
look fair. A proper inclination of character and personality is reflective of one’s true 
integrity. Virtue ethics focuses on team building, interpersonal relationships, and support 
character development, build employee morale, facilitate participative decision making, 
foster dispute resolution and recognize employees’ contribution on a regular basis.  
 
Greek philosopher Aristotle and his mentor Plato was the main proponent of this theory. 
This theory give lesser prominence to what a person should do, rather what he should 
become and achieve which objectives to sustain a good life. The characteristic traits of a 
person who lead a good life are known as virtue. A virtuous person should use their 
intuition and moral characteristics and form ethical principles to resolve their ethical 
dilemma. 
 
Types of virtue ethics: (a) personal; (b) work; (c) professional.  
A. Personal character ethics  
A person who has imbibed the virtuous characteristics (e.g. courage, moderation, justice, 
and self-discipline, sense of humour, reliability, benevolence, authenticity, caring, sincerity, 
understanding and wisdom) are bound to act ethically. For example, a person may loose his 
health, wealth or loved ones through no fault of his; but his prospects for living a happy life 
will remain the same the same if he retains his dignity.  
B. Work character ethics  
Virtuous characteristics in the workplace (e.g. competence, creativity, honesty, fairness, 
trustworthiness, co-worker appreciation, task completion, honor, loyalty, shared work 
pride, diligence, resourcefulness, levelheadedness, tolerance, dependability, civility, empathy, 
conscientiousness, discretion, patient urgency, cooperativeness and supportiveness, etc.) are 
reflective of the ethical performance of the work managers. For example, a manager under 
the pressure of global competitions, high productivity expectations and need for teamwork 
must exhibit a work character trait that would serve as role model for achieving 
organisational goals, and marinating stable human relations. As the organizations are 
becoming more professionals, the managers are enjoying technical autonomy, developing 
organisational networks and expecting to be treated in a more professional ways, 
expectations from work character ethics have increased manifolds.  
C. Professional character ethics  
Every profession has a code that determines the virtuous characteristics of the people who 
belong to that profession (e.g. credentialed expertise, licensed monopoly, self-regulation, 
collegiality, altruism, trust, truthfulness, autonomy, impartiality, loyalty, independence of 
judgment, and public service). Every person belonging to a profession must try to ethically 
resolve an issue within the profession, unless it is necessary to blow the whistle if it is going 
against the ethical code. For example, the manager in a firm of surgeons must identify the 
double billing of the firm in medi-care insurance and draw the attention of the members of 
the firm to resolve the issue. Individual moral performance may also influence the group’s 
morality.  
 
4. Systems development approach  



The approach maintains an environment where ethical conduct within a group or 
organization is correlated to the framework conducive for ethical performance. If the 
managers rely on the individual ethical orientation of the employees and does nothing for 
improving the ethical systems, it will create future ethical risk and the manager will be held 
responsible of moral and managerial failure. Hence, the managers should assess the need for 
an ethical system within the organization and implement morally supportive intra-
organisational systems with least deviations (recognition of exemplary moral performance 
or swift and fair enforcement of sanctions for the wrongdoers). The approach advocates for 
creative change management, entrepreneurial resourcefulness, respectful and sophisticated 
global negotiation, and collaborative networking with diverse global interest. Types of 
systems development approach: (a) personal improvement; (b) organisational; (c) extra-
organisational.  
A. Personal improvement ethics  
An action is considered to be ethical if it promotes the personal responsibility for holistic 
development, continuous and moral excellence. For example, A manager may promote his 
own expertise on coming up with new ideas based on the educational package provided by 
the company. The expertise may well be directed in achievement of organisational goals. In 
western and non-western traditions, family and friends provide resources for individual 
moral development.    
B. Organisational ethics  
An action is considered to be ethical if it is directed towards improvement of organisational 
processes with respect to procedural excellence, systemic justice, respectful caring and 
building of ethical culture. For example, a manager is appointed to improve reward and 
employee system within the organization as it may lead to organisational moral 
development.   
C. Extra-organisational ethics 
An action is considered to be ethical if it recognizes the ever increasing congruence 
between organisational and natural factors. For example, a manager must respect the 
collaborative partnership among all economic, political, legal, social, philanthropic and 
ecological constituencies in an organizational performance.   
 


