Chapter 3

Business Ethics and Social Responsibilities
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Social Responsibility

What is social responsibility?

O As a member of society, a firm has to accept its social
responsibility.

O Social responsibility is often used to describe a firm’s
responsibility to all stakeholders.

O A stakeholder is a person or a party who affects, and
can be affected by the firm’s decisions and behaviour.

O Who are the stakeholders of a firm?

‘ Owners and ‘

shareholders T
Managers and

employees

' Community and
society ] l
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‘ The government ‘4—>m<—>‘ Customers ‘
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‘ Creditors distributors ‘

O A firm should socially responsible to its stakeholders
® A firm’s continuing operation needs the support of
the community.
® Enhance the firm’s image and reputation as a good
employer or responsible corporate citizen, which
may help the firm attract more customer
purchases.
® |f a firm implements policies that improve the
staff’s welfare and work environment, staff morale
and loyalty can be enhanced. The firm’s and its
staff’s productivity may increase.
® |f most firms are willing to adopt policies to protect
workers and the environment, the government will
not impose more stringent laws and regulations.
® [f a firm do not take up social responsibilities, the
environment will deteriorate and people’s health
may be harmed. In the long run, investors and
talent may leave for other countries with a better
environment.

Owners or shareholders
O Why are owners and shareholders stakeholders?
® The owners or shareholders have invested their
money in the business and bear the financial risks.
O How can a firm be socially responsible to them?
® They have to make decisions in the interests of
making a profit of the owners and shareholders.
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Managers and other employees
O Why are managers and employees
stakeholders?

also
® Managers are responsible for using a firm’s
resources to earn profits for its owners or
shareholders.
O How can a firm be socially responsible to them?
® A firm should provide a safe and healthy working

environment for its staff.

® To ensure that all employees are treated fairly and
equitably, a good staff recruitment, development
and appraisal system should be put in place.

Equal opportunities and no discrimination.

If a firm is not socially responsible to its
employees,

<> high staff turnover and low morale

<> The performance and productivity of the firm

will be adversely affected.

Customers
O Why are customers stakeholders?

® A firm has a basic responsibility to produce

products or services to satisfy the needs of
customers.

O How can a firm be socially responsible to customers?

® |t should provide good quality and reasonable
prices products or services to the customers.
® Assure the products or services have good and

safety quality.
® Provide good after-sales service

Suppliers and distributors
O Why are suppliers and distributors stakeholders?

@® Supplier: supply inputs (e.g. raw materials or
semi-finished products) to firm
® Distributors (e.g.,

distribute the firm’s products to customers.

wholesalers and retailers):

O How can a firm be socially responsible to ?

® Honour its contracts with suppliers and

distributors
® Supplying good quality products to its distributors.

® Make the payment to the suppliers on time.
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Creditors
O Why are creditors stakeholders?

® A firm may borrow money from banks or issue
bonds on the market. Banks and bondholders then
become creditors of the firm.

O How can a firm be socially responsible to creditors?

@® Pay interest and principal to creditors on time

® Provide accurate financial information to creditors
because this helps them assess risk

® Not exaggerate its financial position and its ability
to repay debts

The government
O Why is the government a stakeholder?

® The government can introduce policies that affect
business operations.
® The government’s finances are affected by tax
payments that firms make.
O How can a firm be socially responsible to them?
® Comply with the laws and regulations imposed by

the government

@ Pay taxes promptly and honestly

Community and society

O Why are the community and society stakeholders?

® A firm provides employment opportunities and

supplies goods and services to a community.

® A firm may cause pollution and traffic congestion

during the production process.

O How can a firm be socially responsible to them?

® Adopt production methods that minimise damage
to the environment and implement policies to
protect the environment
Pay compensations to those adversely affected by
their operation, even though this may not be
required by law.
Organising and supporting a wide range of
charitable activities and volunteer work
Examples include:
<> implementing tree planting programmes
<> providing free meals for poor families

<> sponsoring educational programmes

HHEA
O REFEEMENREENRDE ?
® (3 FERIT EREAE T F3d TS - ATLURTT
MEZFFRFA N ER R e EREN -
O AT REENBITHERE?
® PSRN IA EAIEEAR LA EEA
® (SRR I A SR IEREN B R - EEIE
FE R A ST R -
® N IEFA I BRI ERAE ST

BUF
O REFBUTEMRNFIE ?

® BURHEMTHVBER FIsZ B (kA & iE

o (ISR T B BRI EGIRL
O ST HBINETHERE ?

® (A ETETEUNETIIHIERE

© IR RN B AR

HETE
O REMEHEATTERAENTHEE ?
® iR N AISELFEMEE K R AtAT AR 1 B e A R
% -
® (EIEA IR T o AIREEE SRS B
SR - DSIRET -
O fFMTHHEMAT SR THERE?
o (MEERAIGENEER L  HEREEIREN
BAR o WETIREERR AT
® A NAMENEENEESEZHARZE
B AB B HEBIRE » EITERZHEAL
E R -
® LHEN SIS TR B LIF
Bl
< BptE it E
< MAEFERERERE S
> BBEEEE)

83




Business ethics

O Business ethics involve a set of moral principles and
social rules which guide a firm in making business
decisions.

O Business ethics are the rules or standards that govern
the conduct of a firm.

O A socially-responsible firm should not just obey the
law, but also follow the ethical standards of society
when making business decisions.

Importance of business ethics
O If afirmisinvolved in illegal or unethical actions,

® this may damage the image and reputation of a
firm.
® it may lose credibility and the trust of other

stakeholders, including customers, employees and
creditors.

In the worst scenario, customers may stop buying
from the unethical firm.

The government may impose fines or penalties

against the firm.

It may face business suspension if its stock price
drops and banks are not willing to offer loans to
the firm.

Ways of enhancing awareness of

business ethics

O Emphasising the importance of business ethics when
recruiting

O

O

Compiling a code of ethics for all staff to follow
Providing education and training courses on business
ethics

Rewarding ethical practices and punishing unethical
practices

Senior management demonstrating commitment to
ethical practices

Taking part in activities organised by the Hong Kong
Ethics Development Centre, which is an organisation
under the ICAC.
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