

Any person in business, government, university, or some other organization is aware that ethical, as well as legal standards do differ, particularly among nations and societies.  For example, many nations with privately owned companies permit corporations to make contributions to political parities, campaigns, and candidates.  In some countries, payments to government officials and other persons with political influence to ensure the favorable handling of a business transactions are regarded not as unethical bribes but as proper payments for services rendered. In many cases, payments made to ensure the lending of a contract are even looked upon as a normal and acceptable way of doing business. 

12.1 Morality and the Social Audit

The moral audit with respect to pollution would include information about emission levels, the levels allowed, and other pertinent information, on the basis of which someone could tell whether the corporation was or was not fulfilling its obligations with respect to pollution. Corporations have moral obligation whether they wish to have them or not. Some firms attempt to fulfill these obligations; others are better at evading them.

12.1.1 Social Audit

The state of the art of social audits in terms of the state of the questions and the state of the responses or answers. There is at present no consensus about what a social audit should contain, or how it should be constructed and presented. The social audit, in its broad sense, now includes charity and welfare and generally lacks any principles for determining what the audit properly includes and what it does not. Therefore, it is often either arbitrary or merely a self-serving public relations document. It is an art critical to the socially responsible management of public and private organizations, and that it will advance rapidly to resolve the issues raised above1. 

A moral audit would concern that portion of the social audit that can be generated from moral principles and listed as responses to moral obligations. It would include charitable contributions and not morally demanded actions of interest to environmentalists, conservationists, or other groups.

Social Audits – the State of the Art

Seven actions in connection with social audit

For all organizations, public and private, concerned in some way with social responsibilities, whether self-imposed or mandated by the public, at least the following seven actions seem immediately feasible and desirable: 

An organization’s social audit should be directly related to management decision making, aiding in balancing the interests of stockholders, employees, customers, community, and general public.

 Value Considerations for Ethical Guidelines in Connection with Social Audit.

With regard to business, many of our ethical guidelines arise from the following value considerations.

Social audit must aim at minimizing ills already caused resulting from unethical conduct and also guard against for preventing occurrence of unethical actions, such as the ones as under:


Figure-7.A: Showing Ethical Guidelines in Connection with Social Audit, to return faulty merchandise.

Table –1: The Social Audit Process

	Steps
	Contents

	Determine social expectations
	Investigate what key stakeholders expect from the company and within what areas.

	Outline firm’s position and response
	Determine where the firm stands with respect to various stakeholder demands, and explain how the firm will respond to these.

	State program objectives and resources committed.
	Break down response to stakeholder demands into program areas, and outline objectives for each program area. For example, cut down by 50% pollution produced by smokestacks through the use of special equipment.

	Monitor progress and implement corrections
	Assess the degree to which program objectives are being met, and make necessary corrections.


12.1.2 Social Assessment System [SAS]

It is a viable management system developed by Frederick D. Sturdivant to do a systematic job apprising social responsiveness. 


Social Attitude of Big Business: The rise of big business created a set of relationships that our society is experiencing may be termed as social attitude of big business:

Stewardship principle: Biblical doctrine that requires businesses and wealthy individuals to view themselves stewards or caretakers, holding their property intrust for the benefit of the whole society.  

Charity Principle: Doctrine of social responsibilities requiring more fortunate individuals to assist less fortunate members of the society.

12.2  Corporate Codes

 A corporate code can not only guide the actions of employees on legal matters and conflicts of interests, but it can also enable workers and managers to evaluate in moral terms the firm’s ends, practices, and action, to be sure the firm measures up to the code. Ethical codes have proliferated in recent years. Not only are they issued by professions, but they have often been adopted by corporations, by businesses, and by industries across corporate lines. 

Written Codes 

Business conduct standards are expressed in meetings, bulletins, company magazines, employee statements, policy manuals, and countless other ways.  Many organizations also have a written code of conduct which establishes the general value system that the firm tries to apply. Written codes are developed in order to define organizational purpose, establish an uniform ethical climate within the organization, and provide guides for consistent decision making.


12.3 Maintaining a Commitment to High Ethical Standards 

The organizations should set and maintain high ethical standards. Following are some of the guidelines that can be looked into for the purpose:

1. Writing down guidelines, beliefs, and policies to create an ethical code.

2. Using training to clarify and reinforce the company’s stand on ethical behavior.

3. Evaluating ethical behavior in the performance appraisal and tagging it to the reward system.

Desired characteristics of a professional code:

If a professional code is to serve as a basis upon which a profession claims autonomy from the nonprofessional social control to which other groups are subjected. The code should have the following characteristics:

1. By granting profession autonomy the code should protect the public interest and also the interests of those served by the profession.


12.4 Institutionalization of Ethical Conduct

i. There exists, now a days, wider consensus for ethical corporate behavior in order to ensure mutual gains for both the owners of the corporation and those having direct or indirect interest in the corporation. 


Figure-7.B: Showing Processes of Institutionalization  of Ethics

To institutionalizing ethics within the corporation it is suggested that any corporation should undertake four steps:

[i] Articulate the firm’s values and goals:

An environment of honest work with moral conduct in performing tasks of a corporation is desired. In finding such an environment the authority should:

1. The corporation should develop a philosophy of ethical conduct in the business.

[ii] Adopt an Ethical Code:

Written codes are developed in order to define organizational purpose, establish an uniform ethical climate within the organization, and provide guides for consistent decision making. This first step is to ensure creation of ethical atmosphere within the corporation. This means making ethical behavior a high priority.  At least four actions seem called for: 

[iii] Committee to Institutionalize Code of Ethics

 Mere framing a code of ethics is not enough. A high powered committee is required to monitor the implementation of the course of action as indicated by the code of ethics. This committee should have full authority and responsibility to:

[iv] Arrange Appropriate Ethics Training

 A well thought out training program should be developed in order to prepare the personnel in the corporation orient their behavior & conduct in way the code of ethics prescribes. For this purpose and to make the training effective:

[1]
A training module be developed which may be a little different depending on the type of the organisation;

12.5  Measuring Social Performance

For most business firms the marketplace provides the key measure of performance. Unless the business is successful in attracting resources, efficient in transforming those resources, and successful in selling its product or services, it will not make a profit and will not survive.

Corporate Social Reporting

Corporations develop and communicate substantial amounts of information concerning their activities. Most large companies issue annual reports concerning the year’s activities and financial status. 

To provide a basis for evaluation of corporate activities on the basis of social as well as economic performance.


12.6 Code of Ethics in Islam

Code of ethics with relation to both one’s daily life and business conduct is indicated & enforced by Shariah. Muslims are required to behave Islamically in their business dealings because Allah Himself all the time witnessing each and every one of their transactions.

A laborious survey of the treasury of Qur’an and Hadiths indicates eleven broad principles of the code of ethics for the businesses run or to be run on Islamic Shariah. These are:


i.
Believe in akhirah & accountability to Allah


ii
Truthfulness


iii.
Trust & responsibility


iv.
Justice without discrimination


v.
Mutuality & consultative approach


vi.
Duty, obligation & liability must commensurate ability & resources


vii.
Fairness & transparency


viii.
Sincerity


ix.
Honesty

x. Brotherhood & justified sharing of the available opportunities

xi. Science & knowledge

Also presented hereunder are  some key business principles basing which Islamic code of business ethics is drawn in the light of the Quranic verses and hadiths presented above:

 [i]
Be honest, truthful and honour trusts reposed on you while performing business.

[ii]
Keep your words and perform all actions pertaining to business with due sense of proportion and balance.

[iii]
Love Allah more than your trade.

[iv]
Deal with muslims before dealing with non-muslims in the sphere of business.

[v]
Use mutual consultation in the affairs of business.

[vi]
Do not deal in fraud while doing business but remain fair in both promises and transactions.

[vii]
Do not take or give bribe and avoid all types of transactions prohibited by Shariah.

[viii]
Deal justly in appropriate measurement with all the parties connected with your business. .

(ix) Be not a party to any harm or destruction to any person or any property while doing business..

(x) All actions and business transactions must be aimed at doing good for all parties connected.

(xi) Be not a miser nor an extravagant in meeting claims of those related with your business.

(xii) Make not any discrimination between male and female as employees, customers, and others.

(xiii) Avoid superfluous and excess of anything and don’t trespass in performing the actions required in connection to your business.

(xiv) Keep all the transactions in writing in order to avoid confusion.

(xv) Deliver goods and services of desired quality, avoid giving defective and low quality ones.

(xvi) Treat your customers, employees & others with compassion and forgive them as much as possible on condition of repentance and promise of not repeating the same wrong in future.

(xvii) While awarding  punishment for an offence in connection with business or otherwise look for a correction through repentance, hence avoid cruelty & abusing the person  under punishment.

(xviii) Keep all the valid promises made to and perform all the obligations due resulting from the conduct of your business.
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Section A: Multiple Choice Questions

                                       

      [Marks : 10X1=10]

 Tick(() the most appropriate answer for the following Multiple Choice Questions

1) From  which point of view every code of ethics can and should appropriately be evaluated ? 

a)  from an objective point of view.

b) from a moral point of view. 

c) from a legal point of view.

d) from profit point of view.

2) Who developed the Social Assessment System (SAS) ? 

a) Frederick Colman

b)  Frederick D. Sturdivant

c) John Enderson

d) John Scholhammer

3) _ _ _ __ can help in resolving specific issues faced by members of a profession or by workers within a firm.

a)  
Code

b) 
Justice

c) 
Values

d) 
None of the above

4) The term social obligation suggests that - - - - - - - requires the corporations to act in the specified way. 

a) society 

b) business

c) organizations

d) corporations

5) Organizations can and should do their own - - - - - -

a) cost audit 

b) management audit

c) social audit

d) financial audit

6) What should not be window dressing or so in general as to be useless?

a) Company’s goal of operations.

b) Company’s code of ethics.

c) Company’s production plan.

d) None of the above

7) Mere framing code of ethics is -

a) not enough

b) enough

c) complementary

d) none of the above

8) Who should first be trained by outside expert in the line?

a) Customers

b) Trainers

c) Suppliers 

d) Employees

9) How transactions need be kept to avoid any future confusion? 

a)  in writing

b) verbal

c) witnessed

d) none of the above

10) Who suggested the four steps to institutionalization of ethics

a) Professor Milton Snoeyenbos.

b) Professor Milton John.

c) Professor Milton Friedman

d) Professor Milton Schollhamer

Section B: True or False 
                                                         [Marks:1X10= 10]

	 Show  true or false putting the letter ‘T’ or ‘F’ in the space provided


	Sl No.
	Statements
	True
	False

	1
	If management adheres to the code, the code can help develop a moral corporate ethos.
	
	

	2
	Professional associations should provide a forum at which members can raise ethical issues. 
	
	

	3
	The argument in favour of allowing a profession to govern itself is based on two claims.
	
	

	4
	The organizations should set and maintain high ethical standards.
	
	

	5
	The moral audit with respect to pollution would include information about emission levels only. 
	
	

	6
	Some people have suggested that social audits be made mandatory.
	
	

	7
	Members of the American Marketing Association are committed to ethical professional conduct.
	
	

	8
	The corporation should better not develop a philosophy of ethical conduct in the business.
	
	

	9
	Corporations should make a real effort to encourage thier members to take moral responsibilities seriously.
	
	

	10
	CSR stands for Corporate Small  Reporting
	
	


Section C: Fill Up the Blanks 
  
             

            
                    [Marks 1X10 = 10]

1. _ _ _ _ _ _ _ _  codes are especially important for large organizations, branch units, and franchises. 

2. Maintain established _ _ _ __ _ _ _   _ _  _ _ _ _ even when leadership changes. 

3. The  _ _ _ _ _ _ _ _ _ must have provisions in it for bringing charges and applying penalties.

4. An environment of honest work with _ _ _ _ _ _ _ _ _ _ _ _ in performing tasks of a corporation in desired.  

5. _ _ _ _ _ _ _ _ _ _ _ should not be only repaired but taught by example. 

6. Corporations must recognize the _ _ _ _ _ _   _ _ _ __ _  of the social system of which they are a part. 

7. Provide all employees a better understanding of the company’s mission and _ _ _ _ __ _ _ _ _ _ _ 

8. The ethical standards & code depends on the type and level of culture in _  _ _ _ _ _ _ _ _ _ _.

9. Social audit must aim at minimizing ills already caused resulting from_  _ _ _ _  _ __ _ _ _ _

10. Written codes are developed in order to define organizational purpose, establish an uniform ethical climate within the organization, and provide _ _ _ _ _ _for_ _ _ _ _ _ _ _ _ decision making. 

Section D: Short Expression                     



                   [Marks: 1X10= 10]

Answer in a single but simple sentence

1. Code: --------------------------------------------------------------------------------------------------------------------

2. Corporate Code: --------------------------------------------------------------------------------------------------------

3. Written code:------------------------------------------------------------------------------------------------------------

4. Social Audit: ------------------------------------------------------------------------------------------------------------

5. AMA: --------------------------------------------------------------------------------------------------------------------

6. Profession: --------------------------------------------------------------------------------------------------------------

7. Social Obligation:------------------------------------------------------------------------------------------------------

8. Social Reporting: ------------------------------------------------------------------------------------------------------

9. Ethics training: ---------------------------------------------------------------------------------------------------------

10. Moral Audit: ------------------------------------------------------------------------------------------------------------

	Section : E Identify the right answer                                                                    [Marks :   10X1=10]

Listed hereunder are some important terms. Choose the right one for each of the one indicated below and write it in the space provided:


	a. Professional organizations 

b. SAS 

c. Stewardship principle 


	d. Charity principle

e. Corporate social reporting 

f. Ethical Pluralism


	g. Institutionism

h. Moral standard

i. Situation ethics

j. Situationism


1.____________________
= 

Biblical doctrine that requires business and wealthy individuals to view themselves stewards or caretakers holding their property in trust for the benefit of the whole society. 

2. ____________________
= 

Morality based on feelings or emotions rather than on reason or rules; this is also known as subjectivism. 

3.____________________
= 

Organizations of which the members  to qualify for membership require specialized knowledge.

4.____________________
= 

The theory which states that there is more than one intrinsic good or value in life.

5.____________________
= 

systematic effort to measure, evaluate and report on the performance of the corporate activities that have social impact.

6._____________________ = 

The theory that one’s actions are governed strictly by the situation rather than by rules or principles. 

7._____________________ = 
A viable management system developed to a systematic job appraising social responsiveness. 

8._____________________
= 
There are no moral rules or guides except for Christian love – what is moral in any situation is the loving thing to do in that situation.

9._____________________
=
Prescribe what we ought to do, or refrain from doing to be regarded as moral.

10.____________________
=
Doctrine of social responsibilities requiring more fortunate individuals to assist less fortunate members of the society.

SUBJECTIVES QUESTIONS 

60 MINUTES                                                                                                           MARKS: 50

Section : F: Short Questions:

           
      
                                   [Marks: 4X4=16]
   
1. Explain the utility of corporate code of conduct.

2. Why is written codes preferable? Explain.

3. Delineate the functions of social audit. 

4. What are the characteristics of professional code?

5. State the different processes of social audit.

6. How to maintain high ethical standards in an organization?

7. Present two Quranic verses and two Hadiths indicating Islamic code of ethics? 
8. Indicate the seven actions in connection with social audit.
Section : G: Broad Questions:    

             

                   [Marks : 12X2=24]

1. What is meant by social audit? State the art of the social audit. Explain the value considerations for ethical guidelines in connection with social audit. 

2. What is meant by institutionalization of ethical conduct?  Indicate the steps required for such institutionalization. Explain the items to be covered in each of the steps. 

3. How secular code of ethics differs from Islamic code of ethics? Indicate the eleven broad principles of the Islamic code of ethics. List the principles basing which Islamic code of business ethics is drawn.

Section : H: Case Analysis


             
                                [Marks : 1X10=10]





Case Number 10





“Advertising Case”
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