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What is 'Business Ethics'

Business ethics is the study of proper business policies and
practices regarding potentially controversial issues, such as
corporate governance, insider trading, bribery, discrimination,

corporate social responsibility and fiduciary responsibilities. Law

often guides business ethics, while other times business ethics
provide a basic framework that businesses may choose to follow to
gain public acceptance.

BREAKING DOWN 'Business Ethics'

Business ethics ensure that a certain required level of trust exists
between consumers and various forms of market participants with
businesses. For example, a portfolio manager must give the same

consideration to the portfolios of family members and small
individual investors. Such practices ensure that the public receives
fair treatment.

The concept of business ethics arose in the 1960s as companies
became more aware of a rising consumer-based society that
showed concerns regarding the environment, social causes and
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corporate responsibility. Business ethics goes beyond just a moral
code of right and wrong; it attempts to reconcile what companies
must do legally versus maintaining a competitive advantage over

other businesses. Firms display business ethics in several ways.

Case Studies of Business Ethics

In the case of a company that sells cereals with all-natural
ingredients, the marketing department must temper enthusiasm for
the product versus the laws that govern labeling practices. Some
competitors' advertisements tout high-fiber cereals that have the
potential to reduce the risk of some types of cancer. The cereal
company in question wants to gain more market share, but the

marketing department cannot make dubious health claims on
cereal boxes, or it risks facing litigation and fines. Even though
competitors, who have a larger market share of the cereal industry,
use shady labeling practices, that doesn't mean every manufacturer
should engage in unethical behavior.

Another case study involves quality control for a company that
manufactures electronic components for computer servers. These
components must ship on time, or the parts manufacturer risks
losing a lucrative contract. The quality control department discovers
a possible defect, and every component in one shipment faces
checks. Unfortunately, the checks may take too long, and the
window for on-time shipping could pass, and that, in turn, delays
the customer's product release. The quality control department has
the option of shipping the parts, hoping that not all of them are
defective, or the company can delay the shipment and test
everything. If the parts are defective, the company that buys the
components might face a firestorm of consumer backlash, which
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may lead the customer to seek another, more reliable supplier.

Statistics from the National Business Ethics Survey

The National Business Ethics Survey comes out every two years. In
the 2013 edition, respondents saw an all-time low in unethical
behavior. Around 41% of employees saw misconduct on the job,
compared to 45% in 2011. The survey concluded that possibly an
uncertain economic climate led to less risk-taking in for-profit
businesses leading more managers and executives to act more
ethically. The survey found that 60% of misconduct on the job
occurred among managers, and 25% of employees blamed senior-
level managers for unethical behavior.

Related Articles

Financial Advisor

Asset Manager Ethics: Acting Professionally and Ethically

To aid managers in understanding the requirements for ethical and
professional behavior, we offer some basic guidelines.

Starting a Business? 5 Essential Tools
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By Royal Bank of Canada - Digital tools can help solve some of the

biggest small business challenges.

Personal Finance

Standards and Ethics for Financial Professionals

Scandals and fraud have hurt the reputation of financial
professionals over the years. Learn how to avoid these ethical
dilemmas while being in compliance.

Financial Advisor

Ethical Issues For Financial Advisors

Financial advisors may face ethical issues as part of their work.
Knowing the legislative, regulatory, and legal landscape — as
context for interactions with clients — is key.
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Investing In Unethical Stocks: The Pros And Cons For Traders

This article assesses the concept of unethical investment, paying
attention to its changeable definition and the pros and cons for

investors.
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Cereal Makers Grapple With World’s Obesity Crisis

Kellogg and other leading packaged food giants spend millions to
counter the growing war on sugar.

Small Business

How Conscious Consumers Are Changing Business

Thanks to the growth of conscious consumerism, corporations must
evolve or lose ground to new, ethos-based entrepreneurial models.
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Understanding The National Association Of Realtors

Not every real estate agent or broker is a realtor. Here's what the
difference is and why working with a member of the NAR might
matter to you.

RELATED FAQS

. Why is business ethics important?

No matter the size, industry or level of profitability of an
organization, business ethics are one of the most important ...

Read Answer >>

. How do business ethics differ among various countries?

Find out why business ethics differ between countries, including
laws relating to controversial topics that may differ from ...

Read Answer >>

. How does short selling help the market and investors?

Find out how short sellers provide a service to the market by acting
as a check against overvalued companies and exposing ...

Read Answer >>
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