Chapter- V

Social responsibility and Ethics in Management
Social responsibility

Social responsibility is concerned with how individuals and organization deal with current social issues. No universally accepted definition exists for the term social responsibility. Social responsibility is defined as, “the moral and ethical content of managerial and corporate decisions over and above the pragmatic requirements imposed by legal principle and the market economy”.

Arguments of Social Responsibility
Major arguments for and against the social responsibility of business organization is shown below:

· Major arguments for social responsibility:

1. It is in the best interest of the business to promote and improve the communities where it does business.

2. Social actions can be profitable.

3. It is the ethical thing to do.

4. It improves the public image of the firm.

5. It increases the viability of the business system. Business exists because it gives society benefits. Society can amend or take away its charter. This is the “Iron law of responsibility”.

6. It is necessary to avoid government regulation.

7. Socio-cultural norm require it.

8. It is in the stockholder’s best interest. It will improve the price of stock in the long run because the stock market will view the company as less risky and open to public attack and therefore award it a higher price earning ratio.

9. Business, by some groups, is considered to be the institutions with the financial and human resources to solve social problems.

· Major arguments against social responsibility:

1. It might be illegal.

2. Business plus government equals monolith.

3. Social actions cannot be measured.

4. It violates profit maximization.

5. Cost of social responsibility is too great and would increase prices too much.

6. Business lacks social skills to solve societal problems.

7. It would dilute business’s primary purposes.

8. Business already has too much power. Such involvement would make business too powerful.

Socially Responsible of Today’s Organizations

Regardless of the argument against social responsibility, organizations-either through their own initiative or through pressures from the government or consumers, are becoming more aware of their social responsibilities. There are many issues that are now considered to be legitimate social concerns of organization. The commitment of organizations in three of these are presented below:
1. External issues-May or may not have been directly caused by business
· Poverty

· Drug abuse

· Decay of cities

· Community relation

· Philatrophy

2. External Issues-Caused by normal economic activity of business

· Environmental pollution

· Safety and Quality of goods and services (Consumerism movements)

· Social impact of facilities closing

· Site locates of new facilities

3. Internal issues-Directly related to economic activity

· Equal employment opportunity

· Occupational safety and health

· Quality of work life

Business Ethics

Business ethics are concerned with the day-to-say behavior standards of individuals and organizations: Ethics are standards or principles of conduct used to govern the behavior of an individual or group of individuals.

“Ethics are generally concerned with questions relating to what is right or wrong or with moral duties”

Code of Ethics
Necessarity of a code of ethics:

1. Because of the adverse publicity that many organizations have received, society is demanding a code of ethics for organization.
2. A second reason for developing a code of ethics is to reduce the organizational pressures to compromise personal ethics for the sake of organizational goals.

3. A third reason for developing a code of ethics is to provide a general standard for measuring performance concerning ethical questions.
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