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Section 1: The Challenge of Entrepreneurship
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What are they?

Where do they
come from?

Why we do it?

Flexibility

Ethics v Morals

Ethics

The rules of conduct recognized
In respect to a particular class of
human actions or a particular
group or culture.

Social system - External

Because society says it 1s the
right thing to do.

Ethics are dependent on others
for definition. They tend to be
consistent within a certain
context, but can vary between
contexts.

Morals

Principles or habits with respect
to right or wrong conduct. While
morals also prescribe dos and
don'ts, morality is ultimately a
personal compass of right and
wrong.

Individual - Internal

Because we believe In something
being right or wrong.

Usually consistent, although can
change if an individual's beliefs
change.




The "Gray"

Origin

Acceptability

Ethics v Morals

A person strictly following Ethical
Principles may not have any
Morals at all. Likewise, one could
violate Ethical Principles within a
given system of rules in order to
maintain Moral integrity.

Greek word "ethos”
meaning"character”

Ethics are governed by
professional and legal guidelines
within a particular time and place

A Moral Person although perhaps
bound by a higher covenant, may
choose to follow a code of ethics
as it would apply to a system.
"Make it fit"

Latin word "mos” meaning
"custom”

Morality transcends cultural
norms




Ethical Behavior

x Ethical behavior doing what is O O E Q& (
opposedto whatisO x O 61 C
x ReflectsAT O O A b @&dordakaidésandbeliefs

X |t Isimportant to considerthe perspectiveof
different stakeholders. the various groups
andindividualswho affect and are affected by
abusiness
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Key Stakeholders

External Stakeholders

Unions

Family

Creditors

Employees

Company
Founders

Customers

Special Interest
Groups

Internal Stakeholders

Suppliers

Community and
General Public
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Ethics and Social Responsibility

x Ethics. a branch of philosophy that
studies and creates theories about the
basic nature of right and wrong, duty,
obligation,andvirtue.

x Social responsibility: how an
organizationrespondsto the needsof the
many elementsin society.
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Business Ethics

X Businessethics: the fundamental moral
valuesandbehavioralstandardsthat form
the foundation for the people of an

organization as they make decisionsand
iInteractwith stakeholders
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Three Levels of Ethical Standards
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Organizational
Characteristics

Moral Management

Immoral Management

Amoral Management

Moral Management

Ethical norms

Motives

Goals

Orientation
toward law

Strategy

Management decisions, actions,
and behavior imply a positive and
active opposition to what is moral
(ethical).

Decisions are discordant with
accepted ethical principles.

An active negation of what is
moral is implicit.

Selfish. Management cares only
about its or its company’s gains.

Profitability and organizational
success at any price.

Legal standards are barriers that
management must overcome to
accomplish what it wants.

Exploit opportunities for corporate
gain. Cut corners when it appears
useful.

Management is neither moral nor
immoral; decisions are not based
on moral judgments.

Management activity is not related
to any moral code.

A lack of ethical perception and
moral awareness may be implicit.

Well-intentioned but selfish in the
sense that impact on others is not
considered.

Profitability. Other goals are not
considered.

Law is the ethical guide, preferably
the letter of the law. The central
question is, what we can do legally?

Give managers free rein. Personal
ethics may apply but only if
managers choose. Respond to
legal mandates if caught and
required to do so.

Management activity conforms
to a standard of ethical, or right,
behavior.

Management activity conforms to
accepted professional standards of
conduct.

Ethical leadership is commonplace.

Good. Management wants

to succeed but only within

the confines of sound ethical
precepts such as fairness, justice,
and due process.

Profitability within the confines
of legal obedience and ethical
standards.

Obedience toward letter and spirit
of the law. Law is a minimal ethical
behavior. Prefer to operate well
above what law mandates.

Live by sound ethical standards.
Assume leadership position when
ethical dilemmas arise. Enlightened
self-interest.
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Benefits of Moral Management

1. Companies avoid the damaging fallout
from unethicalbehavioron their reputation.
2. Dealingwith stakeholdersis much easierif
a companyhasa solid ethicalfoundationon

whichto build.

3. It Is easier to attract and retain quality
workers

4. It has a positive impact on a AT | DA
bottom line.

. It hasanimpactona AT | D Adbilhyt®
- preyadg valuefor its customers
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Why Be Ethical?

TABLE 2.2 Reasons to Run a Business Ethically and the Factors
That Drive Business Ethics

Top Five Reasons to Run a Business Ethically
1. Protect brand and company reputation
2. It is the right thing to do
3. Maintain customers’ trust and loyalty
4. Maintain investors’ confidence

5. Earn public acceptance and recognition

Top Five Factors That Drive Business Ethics
1. Corporate scandals

Marketplace competition

Demands by investors

Pressure from customers

Globalization

ok W

Source: The Ethical Enterprise: A Global Study of Business Ethics, 2005-2015 (American Management Association/
Human Resource Institute, 2006), p. 2.




-
1: Identify the personalmoral and ethical principles

that shapeall businesglecisions

2. Recognizehe ethical dimensionsinvolvedin the
dilemmaor decision

3. Identify the key stakeholders involved and
determinehow the decisionwill affectthem.

4. Generate alternative choices and distinguish
betweenethicalandunethicalresponses

5. Choose the & 0 S adihical response and
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