	IGCSE BUSINESS STUDIES



BUSINESS ETHICS

What are business ethics?

A set of values and beliefs that influence how individuals, groups and society behave.  This is applied to business.  They help to decide what actions are right or wrong in certain circumstances:

· Should products, which damage health, be withdrawn?

· What efforts should be made to ensure that the environment is not damaged by business?

· Is wheelchair access needed to a public building or a business organisation?

· Should part-time staff get the same employment rights as full-time?

Some firms are more socially responsible than others.  Corporate responsibility is the term used to describe attempts by individual businesses to behave ethically.

Different groups in society (or stakeholders) have different viewpoints and conflicts of interest may occur (i.e. is a loss of jobs or the closing down of a polluting firm the lesser evil – opportunity cost/social cost and benefit analysis).  It can be legal for a firm to act unethically.

Famous unethical businesses in the past

· BA against Freddie Laker

· Exxon for the Valdez oil disaster in Alaska

· Robert Maxwell pension fund fraud

Businesses are more and more developing voluntary codes of conduct i.e. Pepsi not selling in Burma due to the oppressive regime.

Advantages of business ethics

Consumers views – can be good for sales (Body Shop, Co-op bank)

Recruitment and retention of staff – treating staff better than employment laws dictate helps reduce the costs associated with high labour turnover (i.e. providing child care, more benefits and giving the firm a good reputation).

Improvements in motivation due to theory Y motivators.

Effects of ethical behaviour

Increasing costs – may have to turn down cheaper supplies from dubious sources or which have been tested on animals.  Reducing pollution has costs associated with it i.e. capital investment in new machinery.

Loss of revenue – may refuse to trade with companies in such industries as the fur or arms trade.  Will hope to offset this loss of revenue by gaining consumers if it publicises its corporate responsibility policy.

Conflict of interest – profit v ethics.  Shareholders/stakeholders may object to anything which clashes with the profit maximising objectives of a firm.

This topic comes up regularly on the new style exams.  A common question is:

“Do you think that private sector businesses should have social responsibilities?  Explain your answer.”  [5 marks] Paper 1 November 2004

The mark scheme for this question states
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Another example question is …
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