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THE WHAT, WHY AND HOW OF BUSINESS ETHICS
Introduction

Ethics in general can be defined around three core concepts. They are the concepts ‘good’, ‘self’ and ‘others’. Ethics concerns itself with what is good (or right) in my (the self’s) interaction with others. Behaviour can thus be considered to be ethical when it is not merely based on what is good for oneself, but also considers what is good for others. When ethics is applied to business we consider the implications of economic activity on the interests of all who are affected by such activity. Business ethics is about identifying and implementing standards of business behaviour that will ensure, at a minimum, business does not detrimentally impact on the interests of its stakeholders. At an optimum level, business ethics is about standards of behaviour that will enhance the interest of all who are affected by business.

It is not only people and business organisations that adhere to ethics. Specific groups in society also adhere to ethical standards. A profession is a typical example of a group of people who adhere to a set of ethical standards. The purpose of these ethical standards is to ensure that members of a profession act in accordance with the spirit and purpose of the profession as well as to the benefit of the clients and members of society whom they serve.
The importance of business ethics

Business ethics has gained unprecedented prominence in recent years. The stage has now been reached where businesses who neglect their ethics find themselves at a distinct disadvantage in the market. Sustained ethical commitment and performance improves the market valuation of businesses and cement their relations with their customers, staff and suppliers. It assists them in attracting the best talent to their workforce. Firms with good ethics reputations find it easier to attract investors. A commitment to ethics is a form of risk management as it counters fraud and corruption whilst protecting the reputation of the organisation.

Business ethics is considered to be the cornerstone of good governance. Good governance is not only based on ethical values, but an important part of corporate governance deals with governing the ethical performance of an organisation. Integrated sustainability reporting or triple bottom-line reporting, encourages businesses to not only manage and report on their financial performance, but to do the same with regard to their social and environmental performance. 

Managing ethics

In aspiring to build an ethical organisational culture, an organisation should also concern itself with the governance of ethics, or managing ethics. (See the King II Report on Corporate Governance in South Africa in this regard). The philosophy of managing ethics is to apply the belief that ethics can be managed in an organisation. This implies that one can not only rely on the assumption that people one interacts with in business will either naturally be 1. ethical (good apples) or 2. prone to behave unethically (bad apples). While this may be true, there are many inherently ethical people that (often unknowingly) do stupid things. By the same token there are people that for various reasons behave unethically. As we all know the law is not always adequate to deal with or prevent unethical behaviour in organisations. Nor can one make ethics the responsibility of schools, churches and families only – the reality is that there will be unethical behaviour in organisations. Ethics is also not always a clear cut issue – there are many grey areas (dilemmas). A challenge is thus to minimise grey areas. The aim of managing ethics is to proactively and actively manage the relation between what is good for oneself (an individual, group or organisation) and others (individual and collective internal and external stakeholders of the organisation). The process of managing the ethical performance of a business consists of the following steps: 

1. Ethics risk analysis

2. Codifying ethical standards

3. Implementing ethical standards

4. Reporting, auditing and disclosing ethical performance.

Ethics risk analysis consists of assessing (in an organised way) what an organisation’s stakeholders perceive its ethics risk to be. Since they have a vested interest in the sustainability of the organisation, stakeholders would want to know what the organisation’s ethics risk is. Negative risks are those factors that could negatively impact the business and alienate its stakeholders. These are also known as ethics dangers or threats. Positive risks, on the other hand, are opportunities the organisation could capitalise on – i.e. the organisation could utilise its reputation for being ethical to maintain and enhance stakeholders’ trust, increase its customer base, attract and retain talented employees, and be looked upon favourably by communities and governments.

Once an organisation knows what its ethics risks are, it can design, in a participative manner, codes of ethics and policies that support the code. The purpose of a code of ethics could vary from promoting reputation, preventing unethical behaviour and promoting ethical behaviour, to encouraging ethical decision-making and providing guidance in this regard. 

Implementing ethical standards is about making ethics real in a business by translating ethical values described in the code of ethics to everyday situations in the workplace. This can be achieved through following rules based (compliance) or values based (integrity) approaches, or a combination of these. Organisations also utilise ethics management structures (e.g. ethics officers, internal auditors, risk managers, HR line managers) to implement ethics management systems (e.g. ethics awareness and orientation campaigns, whistle-blowing, ethics training and integrating ethics in performance management). Once a business has succeeded in managing its ethics with a view to building a culture of ethics over time, it can formally report on its ethical performance to its stakeholders polled during the risk analysis.

Ethics talk and ethical decision-making

Two specific ways of inculcating ethical values in a business are ethics talk and equipping employees with ethical decision-making skills. ‘Ethics talk’ is an extremely powerful tool to entrench ethics in an organisation. Traditionally in the dog-eat-dog and lean-and-mean world of business, talking about ethics is seen to be unacceptable, especially in organisations obsessed with financial success. The fact is that although many people think about ethics, not many TALK about it in meetings and other discussions. Nor do people actually debate ethical issues often. An effort has to be made to get employees to talk about ethics. Ways of getting people to talk about ethics are: putting ethics on the agenda when decisions have to me made, creating forums where ethics can be discussed openly and freely, and by making ethics a part of managerial development and training. 

Codes of ethics are necessary but not sufficient tools to ensure ethical decision-making. A wide variety of ethical decision-making tools exist. All these decision-making tools have the objective of structuring a thinking process that will result in sound ethical decisions. One such decision-making tool consists of asking, in sequence, the following questions:

1. What are my options?

2. Are they legal?

3. Do they meet the organisation’s and profession’s ethical standards

4. Can my action be disclosed?

Conclusion

Given the extent to which being ethical can enhance an organisation’s reputation and consequently ensure stakeholder trust, an organisation cannot assume that individuals in the organisation will necessarily act ethically and do so consistently. In order to build ethical cultures over time, organisations have to manage ethics in structured ways through conducting proper ethics risk analyses, formulating codes of ethics and implementing these. Since codes of ethics and other policies alone cannot guarantee ethical behaviour, organisations also have to ensure that they build capacity in their employee’s skills repertoire to make proper ethical decisions. 
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