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UNIT 1 Business Ethics

. i~
Quotation 1:
“Goodness is the only investment that never fails.” o
—Henry David Thoreau
Quotation 2: Rt 3
. i A \
“If ethics are poor at the top, that behavior is copied down through the organization.”
- 3
- ° A _j . i _‘"-i
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R
1. Discussion , »

1) What is ethics? Draw up your personal code of ethics, and discuss your drawir
partner. ;

2)
aspects of ethical decisions that businesses need to make with your partner. -
=3l e 4
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EXTERNAL INFLUENCES

POPULATION . ECONOMIC WORLD SOCIAL
TRENDS CLIMATE AFFAIRS FACTORS
aND |, GOODS
; o OR
PRODUCTION MARKETING SERVICES
vy | ABOR |, \ /
L .
g | FINANCE =
CAPITAL “ [ 2
i i _FUNCTIONS, o
= Shorel ~ HUMAN ADMINISTRATION
LEGISLATION
par o - ES R ENVIRONMENTAL
GROUPS FACTORS
REGULATION
EXTERNAL INFLUENCES

(Source: Business Studies, 1999)

2. A Mini Case

In 1998, Coca-Cola set up a bottling plant in Perumatti in the southern state of Kerala,
India. Since then, local villagers have complained about the fall in the amount of water
available to them and have blamed the fall in supplies on Coca-Cola who, they claim, uses up
to a million liters per day at the plant. Coca-Cola claims that the shortage in the water is due
to the lack of rains in the region. Coca-Cola even sends round tankers of water to the region to
help the local community. Local farmers are claiming that their livelihood has been destroyed
since the building of the plant and that the number of people working on the land has dropped
considerably because they cannot survive.

Following the cleaning of the bottles, waste sludge is produced that Coca-Cola has been
disposing of on the land of local farmers, claiming it was a useful fertilizer. Following a BBC
program, samples of the sludge were analyzed by scientists at the University of Exeter in the
southwest of England and found to contain toxic chemicals including lead and cadmium, both
of which can be harmful to humans. It suggested that there was little or no benefit of the sludge

2 R GRS 2



as a fertilizer. Recent tests by the local state laboratories find that the levels of toxic chemicals
are within safety levels but that it should not be used as a fertilizer.

In a separate development, sales of Coca-Cola have been hit by suggestions that its
drinks produced in India contained higher levels of pesticide residues than was healthy! A
large number of bodies have joined in the local community’s campaign demanding the plant
be closed down and that tests be carried out on Coca-Cola to assess its safety. A lawsuit to
this effect was thrown out in August, which prompted Coca-Cola to issue an angry comment
claiming that the reports were scurrilous, unnecessarily scared large numbers of Coca-Cola’s
customers and put thousands of jobs in its plants throughout India at risk. Coca-Cola claims to
employ in excess of 5,000 people in the country, not to mention the many thousands that are
linked in some way to the product.

Questions:
1) What is the concern of the local community?
2) What is the claim held by Coca-Cola about its waste sludge?

3) Whatis Coca-Cola’s response toward the BBC program report? What do you think of it?




Text A

Only the Ethical Survive

Leadership in fairness and honesty makes good business sense.

Notes:
1. ipso facto: by the

fact itself HR 4% 3 5L A< B

2. sustenance: food
that people or animals
need in order to live &
Wy (defet dr ek i Y
R4 )

4 WE GRS

o

Many business executives think the culture of their organization
is what they want it to be. They conduct workshops to define
values and processes; they display missions and goals on posters
and in manuals; they conduct orientation sessions for new hires
that describe what the company stands for. I have even seen value
statements printed on the backs of business cards as reminders to

employees.

In reality, a company’s culture is defined by what the top executives
actually do. Employees model—that is, they emulate their boss’
behavior. They do what the boss does because they get paid by
the boss, recognized by the boss, and, eventually, promoted by the
boss. That makes the top leader, ipso facto', ultimately responsible

for the culture of his organization—including the ethical culture.

Of course, individual employees are responsible for their own
behavior and are driven by their own internal sets of values and
principles, by their own personal character, and their courage
to live by these values and principles. But, when sustenance’,
stature, and power are at stake, people will do what they have to
do to succeed. All too few have the courage to put themselves
and their families at risk based on principle, especially when the

consequences seem small, remote, or undetectable.

To encourage employees to act on principle, an organization must
be led by a chief executive who actually makes decisions not
only within business and legal boundaries but also within ethical
boundaries. In other words, the staff must see that the boss is
willing to accept ethical behavior as a constraint or a cost. They
have to see employees recognized and promoted who have modeled
ethical behavior even at a short-term cost to the bottom line. And



