	Chap 23
	        Conflict between Business/Society


Ethics are moral standards that govern the actions of people.

1 . WHAT IS BUSINESS SOCIAL RESPONSIBILITY

#BUSINESS ETHICS

This is concerned with honesty, justice and fairness within the business environment. Businesses are ethical/unethical in their dealings with employees, customers and the government through the following:

	Ethical practice
	Unethical practice

	· They pay for wages
	· They pay poor wages

	· They provide for reasonable conditions at work
	· Poor working conditions/poor goods produced

	· They produce quality goods at fair prices
	· They do not pay taxes

	· They pay taxes to the exchequer
	· Buy raw materials from less well off countries…exploiting young people

	
	· They contribute to the pollution of rivers/lakes


2. WHY FIRMS BEHAVE IN AN UNETHICAL MANNER
Causes of unethical practice:

1. Competition – some firms do take an active part in unethical practices as they attempt to keep ahead of their main rivals

2. Company climate –  companies may push their own employees into high performance situations. This may cause some employees to cut corners

3. Greed 
4. Low ethical standards
	Code of ethics – framework outlining the principles in which a business operates. All members of staff must follow this code of ethics in the performance of their duties within the company


3. THE CHARACTERISTICS OF A SOCIALLY RESPONSIBLE BUSINESS

Are the company’s responsibilities to those with whom it comes into contact? A business has a responsibility to consider the effects of its decisions on those associated with the business. This includes those associated directly and indirectly with the business. These groups are called stakeholders.

Businesses have a social responsibility to a wide number of stakeholders:

	1-Suppliers


	2-Government


	3-investors 


	-Honouring contracts

-Paying bills on time
	-Paying taxes

-Abiding by legislation
	-Ensuring that their investment is secure

-Providing the highest possible rate of return




	4-Employees


	5-The environment
	6-Society
	7-customers

	-Creating a safe working environment

-Creating & maintaining employment

-Providing adequate working quarters
	-Producing environmentally responsible products

-Packaging must be capable of recycling
	-Minimising social costs (traffic congestion, noise, pollution)
	- Producing goods that are safe at fair prices

- Using advertising that is not misleading




4. BUSINESS AND ECOLOGY

Businesses have a responsibility to the environment. The main environmental issues include:

Destruction of Natural Resources

Ozone Depletion

Pollution

· Destruction of the ozone layer

· Chemicals/oils being dumped into the water systems

Energy consumption

· Oil/gas are limited energy supplies and are will be quickly exhausted, unless they are conserved & used more efficiently

Sustainable development

· Using socially responsible approach when using natural resources to help satisfy the needs of the present day generation (e.g.) using wind/solar powered energy instead of the usual gas/oil products

3rd world exploitation

· Many of the poorer third world counties are being denied their own raw materials

5. Characteristics of Environmentally conscious company

A- Awareness – understanding how important the environment is and promoting this awareness towards employees, knowing what damage your own firm can possibly do to the environment.

B- Sensitivity – towards all environmental issues in firm’s decision-making. This includes conducting a social audit, which is a checklist in which a firm measures if it is being socially responsible towards its stakeholders.

C- Consultation – communication with all stakeholders when developing policies that affect the environment

D- Openness – being open to ideas towards developing new methods for dealing with environmental issues.

E- Honesty – towards all matters affecting the environment, even when things do not go as planned

Costs for Businesses being socially responsible

1. Cost of developing code of ethics/carrying out social audits

2. Increased cost of equipment to help reduce pollution levels

3. Environmental Protection Agency (EPA), can bring offenders to court, fines can result

4. Cost of disposing of dangerous and toxic waste

5. Poor publicity – firms that engage in environmental destruction get bad reputations and can be seen to lose out on financial gains

6. Cost of developing new environmentally responsible products

Opportunities for Businesses being socially responsible

1. Better public image – Irish firms “green image” in the EU can be seen to be a valuable marketing tool.

2. Employees – these firms find it easy to attract employees and if they are treated fairly they will be more motivated working in the business.

3. Banks/building societies – are sensitive to environmental issues so firms that have a similar mindset will be looked upon more favourably when they are looking for loans.

4. Customers – responsible businesses attract responsible customers and as a result remain loyal to the company

5. Cost reduction – using clean & safe production systems will help to reduce costs in the long term as if they start responsibility it will not lead to any hiccups occurring.

Managing Social Responsibilities 

· The reaction strategy
A business reacts when the problem occurs. This can be seen as the management not believing to spend money in this area as the believe it to be unnecessary.

· The accommodation strategy

Firms that agree to put things right when they initially find out about them. When the problem is sorted out they go back to putting environmental issues last on the list of things they must do. Short-term solutions.

· The pro-active strategy

A firm that anticipates the problems before they occur. These firms start as they mean to go on. These firms are the minority, as they do not wait for the problems to catch them out.

Definitions

1. Social Audit- this is a checklist against which a business can measure its ability to be socially responsible.

2. EPA (Environmental protection agency)- In Ireland the EPA is set up to monitor all environmental issues. The EPA can penalise firms that can be seen to be damaging the environment.

