
Chapter THREE
Managing Ethics, Social Responsibility, and Diversity

Chapter Contents

2Overview of the Chapter


2Learning Objectives


2Key Terms


3Lecture Outline


14Learning Objectives Revisited


15Lecture Enhancers


17Notes for Topics for Discussion and Action


19Notes for Building Management Skills


20Notes for Management For You


20Notes for Small Group Breakout Exercise


21Notes For Managing Ethically


21Notes For Web Exercises


22Notes for You’re the Management Consultant


22Notes for Management Case


23Notes for Management Case in the News from the Pages of  Canadian Business




Overview of the Chapter


The way in which managers view their responsibilities to the individuals and groups that are affected by their actions are central to the discussion of ethics and social responsibility, and to the discussion of organizational performance as well. This chapter explores what it means to behave ethically. It describes how managers and organizations can behave in a socially responsible way toward the individuals and groups in their organizational environment.


The chapter also discusses sexual harassment, a behaviour that is both unethical and illegal and another critical issue that managers and organizations must control and respond to in a serious manner. Ethics, diversity, and sexual harassment are issues that make a managers’ job both more challenging and more complex.

Learning Objectives

1. Describe the concept of ethics, and the different models of ethics.

2. Describe the concept of social responsibility, and detail the ways in which organizations can encourage both ethical and socially responsible behaviour among their employees.

3. Define diversity, and explain why the effective management of diverse employees is both an ethical issue and a means for an organization to improve its performance.

4. Identify instances of sexual harassment, and discuss how to prevent is occurrence.
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Lecture Outline

A CASE IN CONTRAST: “Ethical Stances at Pembina and Bridgestone” describes how Pembina immediately set to cleaning up after an oil spill, accepting full responsibility, even though the company had just bought the pipeline that day.  Meanwhile, Bridgestone dragged its feet for months before admitting any responsibility for faulty tires.
I.
WHAT ARE ETHICS?
A.
Ethics are moral principles or beliefs about what is right or wrong.
1.
These beliefs guide individuals in their dealings with others and provide a basis for deciding whether behaviour is right and proper.
2.
Managers often experience an ethical dilemma when they confront a situation that requires them to choose between two courses of action.

a.
Managers must weigh the competing claims or rights of the various stakeholder groups.

b.
Sometimes, making a decision is easy because some obvious standard applies.

c.
In other cases, managers have trouble deciding what to do.

B.
Making Ethical Decisions

1.
Three models help determine whether a decision is ethical: the utilitarian (produces the greatest good for the greatest number), moral rights (protects individual right and privileges), and justice models (distributes benefits and harms in a fair, equitable, or impartial way).

a.
Each model offers a different and complementary way of determining whether a decision or behaviour is ethical.

b.
All three models should be used to sort out the ethics of a particular course of action.

2.
A practical guide is to answer the following questions:

a.
Does my decision fall within the accepted values or standards that typically apply.

b.
Am I willing to see the decision communicated to all stakeholders affected by it?

c.
Would the people with whom I have a significant personal relationship approve of the decision?

3.
An ethical decision is a decision that reasonable or typical stakeholder would find acceptable because it aids stakeholders, the organization, or society.

4.
An unethical decision is a decision a manager would prefer to disguise or hide from other people because it enables a company or individual to gain at the expense of society or other stakeholders.

C.
Codes of Ethics.

1.
Codes of ethics are formal standards and rules that managers can use to help themselves make appropriate decisions.

2.
An organization’s code of ethics derives from three sources in the organizational environment.

Figure 3.1: “Sources of an Organization’s Code of Ethics” shows the three sources from which a code of ethics is derived.

a.
Societal ethics are standards that govern how members of a society deal with each other in matters involving issues such as fairness, justice, poverty, and the rights of individuals.

b.
Professional ethics are standards that govern how members of a profession, managers, or workers, make decisions when the decision is not clear-cut. 
c.
Individual ethics are personal standards and values that govern how individuals interact with other people. 
D.
Ethics and Stakeholders
1.
The individuals and groups that have an interest, claim, or stake in an organization and in what it does are known as organizational stakeholders. 
2.
In order to survive and prosper, an organization must effectively satisfy its stakeholders.

a.
Stockholders want dividends.

b.
Managers and workers want salaries and stable employment.

c.
Customers want high-quality products at reason able prices.

3.
Managers are the stakeholder group that determines which goals an organization should pursue to most benefit stakeholders.

4.
Managers frequently have to juggle the interest of different stakeholders, including themselves.

5.
Managerial decisions that may benefit some stake holder groups and harm others involve questions of ethics.

E.
Ethics and National Culture
1.
Ethical standards accepted in Canada and the U.S. are not accepted in all other countries.

2.
In many economically poor countries bribery is standard practice to get things done.

3.
In the Canada and many other Western countries, bribery is considered unethical.

4.
A coalition of Canadian companies developed a new international code of ethics in 1997

Lecture Enhancer 3.1:  “Where Bribery is Business as Usual”

F.
What Behaviours Are Ethical?

1.
A key ethical decision facing managers is how to apportion harms and benefits among stakeholder groups.

2.
The decision about how to divide profits among managers, workers, stockholders, and customers is also an ethical issue.

3. Deciding how to apportion harms when things go wrong, such as employee layoffs, is another ethical issue.

4.
Managers also face ethical dilemmas when choosing how to deal with certain stakeholders.

a.
An organization that is a powerful customer to their suppliers is in a position to demand that suppliers reduce their prices.

i.
Before it was bought by Indigo, Chapters controlled between 40 and 70 percent of the Canadian retail book market. Because of its volume, Chapters demanded the lowest unit costs from publishers, usually a 50-percent discount. Some might argue that Chapters used its market share to act unethically towards publishers.

ii.
When California faced its energy crisis in early 2001, BC Hydro was accused of offering “power at very high prices when the state was most desperate.

b.
Customers are a critical stakeholder group because organizations depend on them for their survival. 
i.
Customers have the right to expect an organization to provide goods and services that will not harm them. 
c
.
Local communities and the general public also have a stake in whether the decisions that managers make are ethical. 
i.
The economic health of the downtown area and the level of prosperity all depend on choices made by managers. 
5.
Managers face many tough ethical choices as they deal with different, and sometimes conflicting, interests of organizational stakeholders.

Lecture Enhancer: 3.2:  “Blackmail—Japanese Companies Deal with Sokaiya.”

G.
Promoting Ethics.

1.
A survey by KPMG in 2000 found that nearly two-thirds of Canadian firms promote values and ethical practices, but over half did not appoint a senior ethics manager and only 14 percent evaluate employees for ethical performance.

H.
Establishing Ethical Control Systems.

1.
The most important step to encourage ethical behaviour is to develop a code of ethics that is given to every employee and published regularly.

2.
Next, provide a visible means of support for ethical behaviour.

a.
Organizations are increasingly creating the role of ethics officer, or ethical ombudsman, to monitor their ethical practices.

i.
The ombudsman is responsible for communicating, designing, monitoring and training ethics.

ii.
Because the ombudsman has organization-wide authority, members in any department can discuss unethical behaviour without fear of retribution.
b.
Guidance on the ethics of an action can be provided by an ombudsman or ethics committee.

3.
Developing an Ethical Culture.

a.
An organization can also make ethical values and norms a central part of its organizational culture.

i.
When organizational members abide by the organization’s values and norms, these become part of each individual’s personality.
ii.
High standards and strong values and norms help individuals resist self-interested actions.

b.
The managers’ role in developing ethical values and standards in other employees is very important.

i.
Managers become ethical role models.
ii.
If top managers are not ethical, their subordinates are not likely to be either.

c.
Codes of ethics and regular training help employees learn ethical values.

i.
In 2000, KPMG reported that 16% of Canadian companies gave no ethics training and one-third gave less than one hour per year.
ii.
If top managers are not ethical, their subordinates are not likely to be either.

II.
SOCIAL RESPONSIBILITY.

A.
Social responsibility refers to a manager’s duty or obligation to make decisions that nurture, protect, enhance, and promote the welfare and well-being of stakeholders and society as a whole.

B.
Approaches to Social Responsibility.

Figure 3.2:  “Approaches to Social Responsibility” shows the range of approaches from low to high social responsibility
1.
The strength of organizations’ commitment to social responsibility ranges from low to high.

2.
At the low end is an obstructionist approach—disregard for social responsibility, willingness to engage in and cover up unethical and illegal behaviour.

3.
A defensive approach indicates at least a commitment to ethical behaviour.

a.
When making ethical choices, these managers put the claims and interests of their shareholders first, at the expense of other stakeholders.

4.
An accommodative approach is an acknowledgment of the need to support social responsibility.

a.
Accommodative managers try to balance the interests of different stakeholders against one another so that the claims of stockholders are seen in relation to the claims of other stakeholders.

b.
Managers want to make choices that are reasonable in the eyes of society.

5.
Managers taking a proactive approach:

a.
Actively embrace the need to behave in socially responsible ways.

b.
Go out of their way to learn about the needs of different stakeholder groups.

b. Are willing to use organizational resources to promote the interests of stockholders as well as other stakeholders.

C.
Why Be Socially Responsible?

1.
Several advantages result when managers and organizations behave in a socially responsible manner.

a.
Workers and society benefit directly because organizations bear some of the costs of helping workers.

b.
If all organizations in a society were socially responsible, the quality of life as a whole would be higher.

c.
Another reason for being socially responsible is that it is the right thing to do.

d.
Companies that act responsibly toward their stakeholders benefit from increasing business and see their profits rise.

2.
However, although some stakeholders benefit from managers’ commitment, other stakeholders, particularly shareholders, may think they are being harmed.

3.
How should managers decide which social issues they will respond to?

a.
All managers and workers should be alert and report unethical behaviour promptly.


4.
A social audit allows managers to take into consideration both the private and social effects of particular decisions.

a.
They rank various alternative courses of action according to both their profitability and their social benefits.




5.
Evidence suggests that managers who behave socially responsibly will most benefit all organizational stakeholders.

a.
Socially responsible companies, in comparison with less responsible competitors, are less risky investments, tend to be more profitable, and have better reputations.

b. Socially responsible companies are also sought out by communities.

Lecture Enhancer 3.3:  “Social Responsibility Reality Check at Levis”














III.
MANAGING AN INCREASINGLY DIVERSE WORKFORCE.

A.
An important management issue to emerge recently has been the increasing diversity of the workforce.

1. Diversity is dissimilarities—differences—among people due to age, gender, race, ethnicity, religion, sexual orientation, socioeconomic background, and capabilities/disabilities.

Figure 3.3:  “Sources of Diversity in the Workforce” shows that various types of differences encountered in the workforce

a.
Diversity raises important ethical issues and social responsibility issues.

b.
If not handled well, these issues can badly damage an organization.

2.
2001 Census:

a.
Visible minority makes up about 13% of the total population.
b.
The highest proportion is in B.C. with 22%, and second is Ontario with 19%.  The visible minority population in Toronto and Vancouver is about 37%.
c.
The number of women, minorities, people with disabilities, and gays and lesbians in the workforce is steadily increasing.

3.
Diversity Issues.

a.
It is a strong ethical imperative that diverse people should receive equal opportunities and be treated fairly and justly.

b.
Effectively managing diversity can improve organizational effectiveness.

c.
Embracing diversity encourages employee participation and different opinions and ideas.

B. The Ethical Need to Manage Diversity Effectively

1.
Two moral principles guide managers in meeting this imperative.

2.
Distributive Justice.

a.
The principle of distributive justice dictates that the distribution of pay raises, promotions, job titles, interesting job assignments, office space, and other organizational resources among members of an organization be fair.

b.
The distribution of these outcomes should be based on the contributions that individuals have made to the organization and not on irrelevant personal characteristics.

c.
Fifty years ago, overt discrimination against women and minorities was common; today, organizations are inching closer to the ideal of distributive justice.

i.
After a number of management-introduced initiatives at the Bank of Montreal between 1991 and 1997, women held 23 percent of the executive positions at the Bank of Montreal in 1997. Women hold 75 percent of the positions overall at the Bank of Montreal.
d.
In many countries, managers have a legal obligation to treat all employees fairly, and they risk being sued by employees who feel unfairly treated.

3.
Procedural Justice.

a.
The principle of procedural justice requires  managers to use fair procedures to determine how to distribute outcomes to organizational members.

b.
Procedural justice exists when managers:

i.
Carefully appraise a subordinate’s performance.

ii.
Take into account any environmental obstacles to high performance beyond the subordinate’s control.

iii.
Ignore irrelevant personal characteristics.

c.
Procedural justice is necessary to ensure ethical conduct and avoid costly lawsuits.

C.
Effectively Managing Diversity Makes Good Legal Sense

a.
Under the Canadian Human Rights Act, it is against the law for any employer or provider of service that falls within federal jurisdiction to make unlawful distinctions based on the following prohibited grounds: race, national or ethnic origin, colour, religion, age, sex (including pregnancy and childbirth), marital status, family status, mental or physical disability (including previous or present drug or alcohol dependence), pardoned conviction, or sexual orientation.

b.
Canada’s Employment Equity Act of 1995 lists four protected categories of employees: Aboriginal peoples (persons who are Indians, Inuit or Métis); persons with disabilities; members of visible minorities (non-Caucasian in race or non-white in colour); and women.

D.
Effectively Managing Diversity Makes Good Business Sense.

1.
The diversity of organizational members can be a source of competitive advantage.

2.
The variety of points of view that diverse employees provide can improve managerial decision making.

3.
Just as the workforce is becoming increasingly diverse, so too are the customers who buy the organization’s goods.

4.
Diverse members of an organization are likely to be attuned to what goods and services diverse segments of the market want.

5.
Consumer and civil rights organizations are demanding that companies think about diversity issues from a variety of angles.
E.
Increasing Diversity Awareness.

1.
It is natural to view other people from your own perspective.

2.
The ability to appreciate diversity requires people to become aware of other perspectives.

3.
Diversity awareness programs in organizations strive to increase managers’ awareness of:

a.
Their own attitudes, biases, and stereotypes.

b.
The differing perspectives of diverse managers, coworkers, and customers.

4.
Diversity awareness programs often have these goals:

a.
Providing organizational members with accurate information about diversity.

b.
Uncovering personal biases and stereotypes.

c.
Assessing personal beliefs, attitudes, and values and learning about other points of view.

d.
Overturning inaccurate stereotypes and beliefs about different groups.

e.
Developing an atmosphere in which people feel free to share their differing perspectives.

f.
Improving understanding of others who are different from oneself.

F.
Techniques for Increasing Diversity Awareness and Skills.

1.
Many managers use a multipronged approach to increase diversity awareness and skills.

a.
Films, printed materials, and experiential exercises can be used to uncover and hidden biases (systematic tendencies to use information about others in ways that result in inaccurate perceptions) and stereotypes (simplistic and often inaccurate beliefs about the typical characteristics of particular groups of people).

b.
Providing a forum for people to discuss their differing attitudes can increase awareness.

c.
Also useful are role-plays that enact problems resulting from lack of awareness.

2.
Managers sometimes hire outside consultants to provide diversity training or have their own experts in-house.

G

.
The Importance of Top-Management Commitment to Diversity.

1.
When top management is truly committed to diversity, top managers embrace diversity through their actions and example.

a.
If top managers commit resources to diversity, but as individuals do not value diversity, any initiatives they undertake are likely to fail.

2.
Some female middle managers quit and start their own businesses because they believe they will not be promoted further.
a.
The Bank Of Montreal has been proactive in aggressively promoting women to upper management positions.
3.
Managers can take a variety of steps to manage diversity effectively.

a.
They must make a long-term commitment to diversity.

b.
Effective management of diversity is an ongoing process.

IV.
SEXUAL HARASSMENT.

A.
Sexual harassment is apparently common in the workplace.

1.
There have been several notable cases of sexual harassment recently in the Armed Forces and on university campuses.
2.
A 1999 survey found that 48% of working Canadian women had experienced some form of sexual harassment in the previous year.

3.
The Supreme Court of Canada defines sexual harassment as unwelcome behaviour of a sexual nature in the workplace that negatively affects the work environment or leads to adverse job-related consequences for the employee. In 1987 the court ruled that:
a.
employers will be held responsible for harassment by employees;
b.
employers should promote a workplace free of harassment; and

c.
employers should have clear guidelines to prevent and investigate complaints.

4.
Although women are most frequently the victims, men can be too.
5
.
Sexual harassment is not only unethical, it is also illegal.

6.
Managers have an ethical obligation to ensure that they, their coworkers, and their subordinates never engage in sexual harassment, even unintentionally.
B.
Forms of Sexual Harassment.

1.
Quid pro quo sexual harassment occurs when a harasser asks or forces an employee to perform sexual favours to keep a job or avoid negative consequences.

2.
Hostile work environment sexual harassment is more subtle.

a.
Hostile work environment sexual harassment occurs when organizational members are faced with an intimidating, hostile, or offensive work environment because of their sex.

b.
A hostile work environment interferes with workers’ ability to perform their jobs effectively and has been deemed illegal by the courts.

C.
Steps Managers Can Take to Eradicate Sexual Harassment.

1.
Develop and clearly communicate a sexual harassment policy endorsed by top management.

2.
Use a fair complaint procedure to investigate charges of sexual harassment.

3.
When it has been determined that sexual harassment has taken place, take corrective actions as soon as possible.

4.
Provide sexual harassment education and training to organizational members, including managers.

VI.
SUMMARY AND REVIEW.

Learning Objectives Revisited

Learning Objective 1.  Describe the concept of ethics, and the different models of ethics.

· Ethics are moral principles or beliefs about what is right or wrong.

· Three models help determine whether a decision is ethical: the utilitarian (produces the greatest good for the greatest number), moral rights (protects individual right and privileges), and justice models (distributes benefits and harms in a fair, equitable, or impartial way).
· Managers frequently have to juggle the interest of different stakeholders, including themselves.

· Typically, unethical behaviour—behaviour that falls outside the bounds of accepted standards or values—occurs because managers put their personal interests above the interests of other stakeholders.

Learning Objective 2.  Describe the concept of social responsibility, and detail the ways in which organizations can encourage both ethical and socially responsible behaviour among their employees.

· Social responsibility refers to a manager’s duty or obligation to make decisions that nurture, protect, enhance, and promote the welfare and well-being of stakeholders and society as a whole.

· The strength of organizations’ commitment to social responsibility ranges from low to high.

· Several advantages result when managers and organizations behave in a socially responsible manner.

· 
· 
· 
· Promoting ethics and social responsibility involves:

· Establishing ethical control systems (such as codes of ethics and ethical ombudsmen).

· Developing an ethical culture, modeling it and providing training
· Codes of ethics are formal standards and rules that managers can use to help themselves make appropriate decisions, derived from societal, professional and individual ethics.

· Stressing the managers’ role in developing ethical values and standards in other employees.

Learning Objective 3.  Define diversity, and explain why the effective management of diverse employees is both an ethical issue and a means for an organization to improve its performance.

· Diversity is dissimilarities—differences—among people due to age, gender, race, ethnicity, religion, sexual orientation, socioeconomic background, and capabilities/disabilities.

· Diversity raises important ethical and social responsibility issues.

· The number of women and minorities in the workforce is steadily increasing.

· Diverse individuals continue to experience unfair treatment in the workplace as a result of biases, stereotypes, and overt discrimination.

· Two moral principles guide managers in meeting the ethical imperative to manage diversity effectively—distributive justice and procedural justice.

· The diversity of organizational members can be a competitive advantage.

· Increasing diversity skills involves:

· Uncovering personal biases and stereotypes.
· Developing an atmosphere where people are free to share different perspectives.

· Learning to understand and appreciate differences.

· When top management is truly committed to diversity, top managers embrace diversity through their actions and example.

Learning Objective 4.  Identify instances of sexual harassment, and discuss how to prevent is occurrence.

· Sexual harassment seriously damages both the people who are harassed and the reputation of the organization in which it occurs.

· Quid pro quo sexual harassment occurs when a harasser asks or forces an employee to perform sexual favours to keep a job or avoid negative consequences.

· Hostile work environment sexual harassment is more subtle.

· Steps managers can take to eradicate sexual harassment including:

· Developing and clearly communicating a sexual harassment policy endorsed by top management.

· Use a fair complaint procedure to investigate charges of sexual harassment.

· When it has been determined that sexual harassment has taken place, take corrective actions as soon as possible.

· Provide sexual harassment education and training to organizational members, including managers.

Lecture Enhancers

Lecture Enhancer 3.1

WHERE BRIBERY IS BUSINESS AS USUAL


Transparency International, an anticorruption pressure group founded by a former World Bank official, ranks nations on the basis of the prevalence of bribery, as perceived by businessmen. The best and worst on the 1996 list:

	Most Corrupt:
	Least Corrupt:

	1. Nigeria
	1. New Zealand

	2. Pakistan
	2. Denmark

	3. Kenya
	3. Sweden

	4. Bangladesh
	4. Finland

	5. China
	5. Canada

	6. Cameroon
	6. Norway

	7. Venezuela
	7. Singapore

	8. Russia
	8. Switzerland

	9. India
	9. Netherlands

	10. Indonesia
	10. Austria


Lecture Enhancer 3.2

BLACKMAIL—JAPANESE COMPANIES DEAL WITH “SOKAIYA”


Ryuzaburo Tamenaga is amazed at how easy it was to shake down Japanese companies. The former racketeer would first become a token shareholder of a major company. Then he would dig up some dirt, such as an executive’s extramarital affair. All Tamenaga had to do was hint to officials that he might bring up that issue at a shareholder meeting. Japanese companies are so terrified of tarnished reputations they would hand Tamenaga envelopes filled with cash or shower him with expensive gifts to keep him quiet.


While Japan attempts to clean up such extortion, racketeers—known as “sokaiya”—are still a big factor in problems with corruption. The government is preparing reforms of its financial sector in an effort to attract more foreign investment. But investors may have second thoughts about putting their money in companies suspected of dealing with hoodlums. Many top managers are becoming aware that if they don’t clean house, their companies are not going to be able to compete in a global marketplace.


In 1997, America’s largest pension fund, the California Public Employees Retirement System, said it would stop dealing with Nomura Securities Co., Japan’s top brokerage company. The brokerage company and Kangyo Bank, a major commercial bank, were embroiled in a huge scandal involving sokaiya. Fourteen senior officials at the two companies, including a former president, have been arrested on suspicion of arranging a loan totaling $102 million or of funneling $435,000 in payoffs to the sokaiya.


Most sokaiya have links with gangs, and that gives them powerful leverage. At least three business officials have been killed in suspected sokaiya attacks in the past decade. But sokaiya rarely need to resort to violence: Japanese companies are so obsessed with appearances, that they offer cash several times a year to the nation’s estimated 1,000 sokaiya.


One trick sokaiya use is approaching companies to buy advertising space in their magazines that only contain the front and back covers, with blank pages in between. Sometimes officials pay to make sure their ads do not appear in the magazines. Some companies subscribe to hundreds of these publications, which cost about $90 a copy. Others even assign officials to deal with sokaiya and entrust these workers with special sokaiya funds. These officials rarely turn down sokaiya demands or call the police.


In Japan, nearly all shareholder meetings, of “sokai,” are held on the same day—June 27 in 1997—to thin out sokaiya ranks. Some 10,000 police officers are mobilized. But skilled sokaiya manage to collect several million dollars a year without even showing up at the share holder meetings. Accepted as a necessary evil, sokaiya activities weren’t even made illegal in Japan until 1982.


Today sokaiya still face little chance of being caught, with only about 30 arrested each year. Even if they are convicted, the maximum penalty is only six months in jail or a fine of about $2,600.

Lecture Enhancer 3.3

SOCIAL RESPONSIBILITY REALITY CHECK AT LEVIS


The experiences of Levi Strauss Associates define the ethical minefield in which a huge, socially aware global company has to tread. Levi’s social conscience has a long history: after the San Francisco earthquake of 1906, the company placed newspaper ads to tell employees their jobs survived, even if their workplace had not. The company early and forcefully advocated integration in the early 1960s and established ambitious minority-hiring goals in 1967.


When the company went public in 1971, Levi’s advised potential investors that it would not sell its conscience with its stock. After the Haas family took the company private again in 1985, Levi’s once more spelled out its beliefs in mission and aspiration statements. Among them was a promise to provide all employees with the chance to grow and advance in an open corporation. 


But reality caught up with the company in the 1980s. Sales and cost pressures prompted Levi’s to take some manufacturing outside the U.S. The company shut down a plant in San Antonio, Texas, amid criticism that the dedication to its work force had faded like its jeans.


Levi’s is still high on the list of socially responsible companies. Says chief operating officer Robert Haas: “It’s really important to be clear about what your values are. People tend to respond more strongly to values the agree with. And when you do take difficult actions, do it in a way that is most sensitive to the needs of the stakeholders and reduces both the reputational damage and the disruption that is a consequence of whatever action you have to take.” 


The Council on Economic Priorities, which tracks the corporate social and environmental performance of hundreds of companies, gave Levi’s a Corporate Conscience Award for International Commitment in 1994 for “unprecedented commitment to nonexploitive work practices in developing countries.”

Notes for Topics for Discussion and Action

1. 
Why is it important that people and organizations behave ethically?


It is the responsibility of the people and organizations to protect and nurture the resources under their control. If they behave unethically, they are benefiting at the expense of society or their stakeholders. If they do not behave ethically, this might result in misused resources leaving little resources left to produce goods and services in the future for ourselves and our children. Unethical behaviour can cause harm to others. Behaving unethically in the short run can have serious long term consequences such as a tarnished reputation which leads to a decrease in customers and stockholders. This ultimately results in a decline in business from customers and financial resources from stockholders purchasing stock.

2.
Ask a manager to describe an instance of ethical behaviour that he or she has observed and an instance of unethical behaviour. What caused these behaviours and what were the outcomes?


Ethical Behaviour: A manager of a retail store observed her employee chasing a customer who forgot to take the change from his purchase. This behaviour could have been caused by the organizational culture of the store, which mandates honesty and the pledge that, “the customer comes first.” This type of behaviour results in a positive image for the store and its employees. This store experiences a high rate of repeat customers.


Unethical Behaviour: The same manager overheard an employee arguing with a customer who claimed that they purchased damaged merchandise. The employee had rung the original sale and was sure that the damage occurred after the customer left the store. The employee became very nasty in response to the customer’s complaint. Since the retail industry believes that the customer is always right, the manager considered this unethical behaviour, reprimanded the employee in front of the customer and made them apologize to the customer.

3.
Search business magazines such as Report on Business or Canadian Business  for an example of ethical or unethical behaviour and use the material in this chapter to analyze it.


An instance of potentially unethical behaviour is found in the February 3, 1997 issue of Fortune Magazine (p.66.) The article is entitled, “The myth of E-mail privacy,” by Eryn Brown. The article states,

“In October 1994, Michael Smyth, a regional manager at Pillsbury in Pennsylvania, fired an E-mail to his supervisor blasting company managers and threatening to “Kill the bastards.”  Though Pillsbury had assured employees that E-mail was private, it intercepted the message and fired Smyth.”


It appears that the company went against its word. The company gave employees the impression that they held a certain degree of privacy when they used the E-mail system. By acting against this policy, Pillsbury is fostering an environment of distrust and dishonesty. Why would employees subsequently believe any company policy or statement, especially if it is made in the employees favour? 


The text informs us that if an organization stakeholder (management in this example) pursues its own self-interest by behaving unethically toward other stakeholders (the employees in this example) collective resources are wasted. Unethical behaviour by managers may also cause employees to look upon them with suspicion and hostility which will result in a less productive environment.




4.
Which stakeholder group should managers be most concerned about when they decide on their approach to social responsibility? Why?


The text defines social responsibility as a manager’s duty or obligation to make decisions that nurture, protect, enhance, and promote the welfare and well-being of stakeholders and society as a whole.


An argument can be made that managers should be most concerned about their employees when they determine their approach to social responsibility. This is supported in the text which states that, “several management experts have argued that the way organizations behave toward their employees determines many of a society’s ethical values and norms and the ethics of its citizens.” Furthermore, the text discusses that if an organization adopts a caring approach and believes that their responsibility is to promote the interests of their employees, than a climate of caring will result in society as a whole. This analysis leads one to believe that if an organization acts socially responsible toward its employees than the remaining stakeholder groups will benefit as a result of this.

5.
Discuss why violations of the principles of distributive and procedural justice continue to occur in modern organizations. What can managers do to uphold these values in their organizations?


Behaviour that is considered to be unethical still occurs because managers put their own self-interest above the interests of other organizational stakeholders or choose to ignore the harm that they are inflicting on others. Sometimes they see the harm done to one group of stakeholders as indirect or insignificant compared to the benefits received by the decision maker and their organization. Unethical behaviour might also occur as a result of pressure from superiors to perform and help their organization succeed.


First, managers need to develop a code of ethics that is easily accessible to all stakeholders. The next step is to provide a visible means of support for ethical behaviour such as an ethics officer or ethics ombudsman to monitor ethical practices and procedures. This person should ensure that the code of ethics is strictly adhered to and provide a place for an employee to go to if they witness unethical behaviour in the organization. If there is any violation of the ethical code it needs to be handled seriously and immediately.

6.
Discuss an occasion when you may have been treated unfairly because of stereotypical thinking. What stereotypes were applied to you? How did they result in your being unfairly treated?


Some inaccurate stereotypes might include instances where people of different gender, age, race, religion or ethnicity are thought of as less smart, motivated or capable of performing certain duties and responsibilities. They could result in the inaccurately stereotyped individuals being treated differently from their coworkers. This could present itself in selection, job assignments, promotions and raises. 


For example a female employee might not be promoted because management might assume that since she is married she will have children and either quite or not be able to spend the time into fulfilling her responsibilities. Many of us are aware of the inaccuracy of this assumption. Females with children should be not considered any differently than males with children. More and more these days both parents equally share the responsibilities of raising children. In addition, there are many different child care options available that enable parents the time needed to make a full commitment to their jobs.

7.
Choose a National Post Business 500 company not mentioned in the chapter. Conduct library research to determine what steps this organization has taken to effectively manage diversity and eliminate sexual harassment.


(Note to Instructors: Obtaining the information to answer this question is more difficult than it appears. You might consider eliminating the Business 500 requirement or have students identify an exemplary company in the area of diversity/multiculturalism. Companies are less likely to disclose anything to do with sexual harassment. Information on reported incidences of sexual harassment are easier to find. A slightly altered version of this question is answered.)


In response to allegations of discrimination and other inequitable practices, Texaco has devised the following plans to create a more diverse environment for their company. These plans include:

(1) Plans to increase its hiring and promotion of women and other minorities.

(2) Implementing a scholarship and internship program to expand college recruiting.

(3) Revising its employee evaluation procedures.

(4) Increase purchasing from women- and minority-owned businesses.

(5) Plans to encourage women and minorities to become wholesalers and retailers with targeted financing programs.

Notes for Building Management Skills

Solving Diversity-Related Problems


(Note to Instructors: the following scenario was used to answer questions 1-6)


A very important division meeting at XYZ company was scheduled in conflict with a religious holiday of a select religion. This holiday is one of the most important and solemn holidays for this religious sect of society. An employee approached his manager and explained that he would be unable to attend the meeting due to the religious holiday. The manager responded by telling the employee that he shouldn’t expect to succeed in this company if his does not attend mandatory meetings such as this one.

1.
Why do you think that the decision maker acted unfairly in this situation?


The manager should have more respect for the employee and his religious beliefs. He should not use this against the employee, especially when it comes to promotions. 

2.
In what ways, if any, were biases, stereotypes, or overt discrimination involved in this situation?

The manager overtly discriminated against the employee. He exhibited disrespect for the employee and his religion. Because the employee follows differing religious practices than the majority of the company, he was treated unfavourably. When scheduling the meeting the manager stereotyped all employees, assuming that none of them celebrated the holiday that conflicted with the meeting. The manager acted biasedly toward the majority or those that do not celebrate this holiday.

3.
Was the decision maker aware that he or she was acting unfairly?


In the manager’s own opinion he did not feel that he was acted unfairly. Despite the holiday, he felt that the employee should attend the meeting if he intended to succeed at the company.

4.
What could you or the person who was treated unfairly have done to improve matters and rectify the injustice on the spot?


If it was apparent that the manager was ignorant to differing religions, the person could have given him a list of important holidays that he celebrated upon joining the manager’s department. If the manager was aware of these in advance, we would hope that he wouldn’t schedule important meetings on these days.

5.
Was any sexual harassment involved in this situation? If so, what kind was it?


No sexual harassment was involved in this situation. 

6.
If you had authority over the decision maker (for example, you were his or her manager or supervisor), what steps would you take to ensure that the decision maker no longer treated diverse individuals unfairly?


If I was the manager of this decision maker, I would inform him that all employees should be treated equally, fairly and with respect. This includes time off for their important religious observances. Furthermore, he should not schedule important meetings on religious holidays. I would ensure that he was educated on the practices, beliefs and holidays of different religions, in an attempt to make him more sensitive to these issues.

Notes for Management For You

Responses to this exercise will vary.

Notes for Small Group Breakout Exercise

What is Ethical Behaviour?

1.
Discuss the various kinds of ethical dilemmas that hospital employees—doctors, nurses, or pharmacists—may encounter in their dealing with stakeholders such as patients or suppliers.


Doctors, especially in emergency rooms are constantly faced with critically injured patients on the verge of death. They are faced with the ethical dilemma of attempting to save the life of these patients when the patient’s potential quality of life is dramatically decreased if they survive. The patient might remain on life support indefinitely or require constant care, left without the ability to take care of themselves.


Nurses are faced with ethical dilemmas when they have knowledge that leads them to believe that the doctor’s instructions are not in the best interest of the patient. They are instructed to always follow the doctor’s orders, but what if this is detrimental to the patient? Do they follow their orders or not?


An example of an ethical dilemma faced by a physician is when a customer enters the pharmacy in a two day span with prescriptions from five different physicians for narcotics. The pharmacists knows that this is an excessive amount, do they fill the prescriptions?

2. 
Identify a specific behaviour that the three kinds of hospital employees mentioned in item 1 might exhibit, and characterize the behaviour as ethical or unethical.

	Employee
	Ethical Behaviour
	Unethical Behaviour

	
	
	

	Doctor
	Knowing a patients complete medical history before performing any procedures.
	Not treating a patient in need because they do not have health insurance.

	
	
	

	Nurse
	Ensuring that patients receive all medicine prescribed by their doctor at the appropriate times.
	Treating a patient disrespectfully because they get on their nerves.

	
	
	

	Pharmacist
	Making sure that critical supplies and medications are always stocked to appropriate levels.
	Filling a prescription with the generic substitute even though the prescribing physician designated that brand is medically necessary.


3.
Based on this discussion, identify three standards or values that you will incorporate into your personal ethical code to help yourself determine whether a behaviour is ethical or unethical.


By asking ourselves the following questions we can determine if the practices of our hospital are ethical or unethical:

(1) Is the patients best interest always the top priority?

(2) Is the patients safety being compromised?

(3) Are we providing the highest quality of care to the patient? 

Notes For Managing Ethically

Responses to this set of questions will differ, based upon the varying experiences of students. 

Ethics will vary based on individual and cultural characteristics as well as in different situations. Sometimes the goals and targets are very difficult to reach, and managers feel pressured to resort to unethical behaviour to meet them.  Dishonesty is unacceptable regardless of the circumstance. Employees should be careful to avoid conflicts of interest that may cause others to question their integrity. Although those involved in such unethical situations may perhaps benefit in the short run, in the long run they harm not only their customers and their companies, but also themselves. 


Training in ethics raises awareness of issues and helps others to look at different aspects of an issue.  Establishing an organizational code of ethics and making all employees aware of it can encourage ethical behaviour.  It is also important that managers always engage in ethical conduct, so that they can lead by example
Notes for Web Exercises

As web site information changes, it is best that each instructor check for the most current information when they assign these exercises. 
Notes for You’re the Management Consultant

This exercise is intended to generate either an individual or group discussion on the ethics of managers. Answers will vary.














Notes for Management Case

Is it Right to Use Child Labour?
CASE SYNOPSIS


Concern about the ethics of employing young children in factories in countries where Canada and the US buy foreign supplies is increasing. Examples of this practice are cited for Pakistan with reference to poor countries throughout Africa, Asia and South America.

As with any subject dealing with ethics, opinions will vary widely. Some feel this practice is reprehensible, while others (such as The Economist magazine) point out that citizens of rich countries must recognize that children in poor countries are often the family’s only breadwinner. Thus, denying the family as a whole, were these practices to be corrected. However, they point out that conditions must be regulated and the need for child labour would hope to decrease over time as these poorer countries become richer.


Many companies, such as Mountain Equipment Co-op and Walmart have been forced to take an ethical stance on child labour as they continue to buy their clothing from low-cost foreign suppliers. This stance includes monitoring vendors and conditions, while taking direction from the Canadian government. However, at the present time, the Canadian government, unlike the US government, does not have regulations governing the use of child labour in foreign countries by Canadian companies.

1.
Should Canada develop regulations governing the use of child labour in foreign countries by Canadian companies?

Responses will vary. Some feel that the government should take a stance to lead companies in an appropriate ethical direction. Canadian companies currently have the option of opting out of taking an ethical stance by relying on the government to lead (or not) lead them, as the case may be. Others encourage the Canadian government to follow the lead of the US government to set standards that must be followed.

2. 
What would be the benefits to your company for deciding not to use child labour?

Benefits could include the positive feeling of employees who support this ethical stance, and regard in the business community for taking this action. One might argue that your company could be seen as a leader in this regard.
3.
Should you simply rely on the laws of that country when deciding what to do about child labour? Why or why not?

No. You must also be aware of the laws in the country in which you currently operate. For example, if your company is based in the United States, you must comply with federal regulations that govern the use of child labour in foreign countries by US companies.
Notes for Management Case in the News from the Pages of 
Canadian Business
Stuff Your Gold Watch
CASE SYNOPSIS


Though a number of CEOs are well into their 70s and even Jean Chretien is beyond age 65, the Supreme Court of Canada still upholds mandatory retirement rules for some employees. In Quebec and Manitoba, employers can’t discriminate by age. However, the Ontario Human Rights Commission (OHRC) only recently decided to launch a public policy review into age discrimination.


While more and more people are retiring to lives of leisure in their 50s, many don’t have enough savings or large enough pensions to allow them to quit at 65. Others simply don’t relish the thought of 15 or 20 years of arts and crafts or helping kiddies cross the street at lunchtime.  There are, of course, a couple of valid arguments in favour of mandatory retirement.  In particular, young people also need jobs, and when unemployment is low, allowing employees to work well into their 60s and 70s decreases the number of jobs available.


1.
How are different stakeholder groups affected by mandatory retirement policies?


Older workers may not want to retire, and see the opportunity of working as a way of maintaining their income, or maintaining a vibrant lifestyle.  Younger employees may feel that they don’t have enough job opportunities because older workers remain in jobs they might like to hold.

2.
What kinds of ethical issues does mandatory retirement raise?


One ethical issue is whether it is appropriate to force people to retire who have no medical or physical reasons to stop working.  In addition, Supreme Court justices don’t have to retire until they’re 75, and yet they make rulings requiring other employees to step down earlier.  Even the Prime Minister is older than 65.  On the other side of the age question, however, the lack of mandatory retirement rules may make it difficult for young people to get employment. Mandatory retirement may thus pit the interests of young employees against older employees.
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