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Business Ethics and Corporate Governance 
Lecture 1 

Ethical and Business 
Lecturer: Hardiono Arron Daud Unas 

• Ethics is a branch of philosophy that focuses on understanding human values and behaviors. 
It helps in studying how people dis:nguish between right and wrong, good and bad, and how 
they make moral decisions in different situa:ons. Ethics is important in every part of life, 
including personal decisions, workplace behavior, and the func:oning of society as a whole. 

• Ethics is closely related to values. Values are the beliefs and principles that guide a person's 
actions and decisions. They shape a person's attitude toward life, influencing how they react 
to different situations. Some values lead to positive attitudes, such as honesty, kindness, and 
responsibility, while others may result in negative attitudes, such as dishonesty, selfishness, 
and irresponsibility. By studying ethics, people can learn how to make better moral choices 
and improve their behavior in both personal and professional life. 

• Ethics explores various fundamental concepts, including good and evil, fairness, justice, 
responsibility, and the idea of right and wrong. It helps individuals and societies set standards 
for acceptable behavior. These ethical standards influence laws, professional codes of 
conduct, and social norms, shaping how people interact and make decisions. 

• Ethics can be divided into three main categories: normative ethics, descriptive ethics, and 
metaethics. Each category has a specific focus and helps in understanding different aspects 
of morality. 

• Metaethics: Metaethics is the study of the origin and meaning of ethical principles. It tries to 
answer questions such as: Are moral values universal or do they change with time and 
culture? What do terms like "good," "bad," "right," and "wrong" really mean? Metaethics 
explores whether moral judgments are based on emotions, cultural traditions, or universal 
truths. It also examines whether moral values are subjective (based on personal opinions) or 
objective (existing independently of human beliefs). This field of ethics is more theoretical 
and focuses on the deeper meaning of morality rather than specific actions. 

• Normative Ethcis: Normative ethics is concerned with establishing rules and guidelines that 
help people determine right and wrong behavior. It provides ethical theories and principles 
that can be used to judge actions and make moral decisions. Some common ethical theories 
in normative ethics include: 

o Utilitarianism: This theory suggests that an action is right if it brings the greatest 
happiness to the greatest number of people. 

o Deontology: This approach emphasizes duty and rules. According to this view, some 
actions are always right or wrong, regardless of their outcomes. 
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o Virtue Ethics: This theory focuses on character and virtues, such as honesty, courage, 
and compassion, rather than specific actions. 

Normative ethics is widely applied in personal decision-making, business ethics, and 
professional conduct. It helps in setting moral guidelines in different fields, including 
medicine, law, and corporate governance. 

• Descriptive Ethics: Descriptive ethics, also known as applied ethics, examines how people 
actually behave and make ethical decisions in real-life situations. Unlike normative ethics, 
which provides rules for moral behavior, descriptive ethics focuses on studying and analyzing 
people's ethical beliefs and behaviors. It is often used in research and social sciences to 
understand moral values in different cultures and societies. 

Descriptive ethics is also applied to controversial ethical issues, such as: 

• Animal Rights: The question of whether animals should have rights and be protected 
from harm. 

• Capital Punishment: The moral arguments for and against the death penalty. 

• Nuclear War: The ethical concerns about the use of nuclear weapons and their impact on 
humanity. 

• Ethics plays a crucial role in shaping human behavior and guiding moral decision-making. By 
studying ethics, individuals can develop a better understanding of values, morality, and 
ethical principles. The three main categories of ethics (metaethics, normative ethics, and 
descriptive ethics) help in exploring different dimensions of morality, from abstract 
philosophical questions to real-world ethical issues. Understanding these categories allows 
individuals and societies to make better moral choices, leading to a fairer and more 
responsible world. 

• Ethics refers to the moral principles that guide human behavior and decision-making. It helps 
people determine what is right and wrong in different situations. In everyday life, ethical 
values influence how individuals interact with each other, how they make decisions, and how 
they contribute to their community. Ethics plays an important role in shaping the moral 
foundation of society, ensuring fairness, honesty, and justice.   

• Ethics is not just about following rules or laws; it is about doing the right thing even when no 
one is watching. People develop their sense of ethics based on personal beliefs, culture, 
education, and experiences. For example, helping someone in need, being truthful in 
communication, and treating others with kindness are all ethical behaviors.   

• In professional settings, ethics becomes even more important because businesses impact 
many people, including employees, customers, suppliers, and society as a whole. Ethical 
businesses create a positive work environment, build trust with customers, and contribute to 
the overall well-being of the community.   
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• Business ethics refers to the moral principles that guide how businesses operate and make 
decisions. It is a set of professional standards that focus on honesty, fairness, and 
responsibility in business activities. Companies that follow ethical practices ensure that they 
treat their employees, customers, and stakeholders with respect and fairness.   

• Business ethics is not just about following legal rules. It also involves making moral decisions 
that benefit both the company and society. A business that values ethics will not engage in 
dishonest practices like false advertising, corruption, or unfair treatment of employees. 
Instead, it will focus on transparency, accountability, and ethical leadership.   

• A company’s reputation is closely linked to its ethical standards. Businesses that act 
responsibly earn the trust of customers and employees, leading to long-term success. On the 
other hand, companies that ignore ethics may face legal troubles, loss of customers, and 
damage to their brand image.   

• There are several important principles that businesses must follow to ensure ethical 
operations. These principles help create a responsible and trustworthy business 
environment:   

1. Fairness   
Businesses should treat all individuals equally and without discrimina:on. Whether 
dealing with employees, customers, or business partners, fairness ensures that decisions 
are made based on merit and jus:ce rather than favori:sm or bias.   

2. Integrity   
Integrity means being honest and having strong moral values. Businesses should always 
tell the truth, keep their promises, and avoid misleading customers or stakeholders. 
Companies with integrity gain the trust of their employees and customers.   

3. Commitment to Agreements 
A company should honor all agreements made with employees, suppliers, and customers. 
Breaking agreements or contracts damages the company’s reputa:on and leads to 
mistrust. Businesses should ensure that they fulfill their promises and obliga:ons.   

4. Broad-mindedness   
Businesses must be open to new ideas, opinions, and diverse perspec:ves. Being broad-
minded allows businesses to adapt to changes, innovate, and grow while maintaining 
ethical prac:ces. It also helps in understanding and respec:ng different cultural values.   

5. Considerateness 
Companies should be considerate of the needs and feelings of their employees, 
customers, and society. This includes trea:ng workers with respect, offering fair wages, 
and ensuring a safe work environment. Businesses should also be mindful of their impact 
on the environment and community.   

6. Respect for Human Dignity   
Every person deserves to be treated with dignity and respect. Businesses must ensure that 
their policies and prac:ces support human rights, provide equal opportuni:es, and 
prevent discrimina:on or harassment in the workplace.   

7. Responsible Ci:zenship   
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Companies are part of society and have a duty to contribute posi:vely. This means 
following the law, paying taxes, and engaging in ac:vi:es that benefit the community, such 
as suppor:ng educa:on, healthcare, and environmental protec:on.   

8. Striving for Excellence 
Ethical businesses aim to provide high-quality products and services while maintaining 
ethical standards. They focus on con:nuous improvement, customer sa:sfac:on, and fair 
compe::on. Striving for excellence ensures long-term business success and credibility.   

9. Accountability 
Accountability means taking responsibility for ac:ons and decisions. Businesses should 
admit mistakes, correct them, and ensure transparency in their opera:ons. Companies 
that hold themselves accountable build trust with their stakeholders.   

By following these principles, businesses create a healthy and ethical work environment. 
Ethical prac:ces lead to stronger rela:onships with customers, increased employee loyalty, 
and a posi:ve company image.   

• Despite the importance of business ethics, some companies fail to follow ethical principles. 
Several factors contribute to unethical behavior in businesses:   

1. Ignorance and Indifference   
Some businesses do not priori:ze ethics because they are unaware of its importance 
or choose to ignore ethical concerns. Lack of proper training and ethical awareness 
can lead employees to make poor decisions. Organiza:ons should educate their 
employees about ethical prac:ces and encourage ethical decision-making.   

2. Selfishness   
Personal or corporate greed ofen leads to unethical decisions. Some businesses 
priori:ze profit over ethical considera:ons, engaging in dishonest prac:ces like false 
adver:sing, unfair wages, and environmental harm. When businesses focus only on 
financial gain, they risk damaging their reputa:on and losing customer trust.   

3. Imperfect Reasoning   
Some:mes, businesses make unethical choices because of flawed reasoning. They 
may jus:fy unethical ac:ons by believing that breaking ethical rules will bring short-
term success. For example, a company might engage in false adver:sing to increase 
sales, thinking it will not cause harm. However, such ac:ons ofen lead to legal 
consequences and loss of customer trust in the long run.   

• When businesses do not follow ethical principles, they face several negative consequences: 

1. Legal Penal:es – Companies that engage in unethical prac:ces may face lawsuits, 
fines, or even closure due to viola:ons of laws and regula:ons.   

2. Loss of Reputa:on – A bad reputa:on can lead to loss of customers, investors, and 
business opportuni:es. Trust is difficult to rebuild once lost.   

3. Employee Dissa:sfac:on – Unethical businesses create a toxic work environment, 
leading to high employee turnover, low morale, and reduced produc:vity.   
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4. Financial Loss – Unethical decisions may provide short-term profits but ofen result in 
long-term financial damage due to legal costs, loss of customers, and decreased 
investor confidence.   

• Business ethics is essential for creating a fair and responsible business environment. Ethical 
companies follow principles like honesty, fairness, accountability, and respect for human 
dignity. However, some businesses violate ethical standards due to ignorance, selfishness, or 
flawed reasoning. Such violations can lead to legal troubles, loss of reputation, and financial 
decline.   

• For a business to succeed in the long term, it must prioritize ethical values and ensure that 
employees and leaders act with integrity. A strong ethical foundation helps businesses build 
trust, maintain positive relationships, and contribute to the well-being of society.   

• Just as human beings rely on their limbs to perform daily activities, companies function 
through their business operations. The term "business" originates from the word "busy-ness," 
which means an activity that keeps a person occupied. In a general sense, business refers to 
any activity that involves providing goods or services in exchange for money or other benefits. 
Businesses exist in various forms and sizes, ranging from small local shops to large 
multinational corporations.   

• In the economic sense, business refers to activities that create value or utility. Businesses 
produce goods and services that satisfy human needs and contribute to economic growth. 
For example, a factory that manufactures clothing adds value by transforming raw materials 
into finished products that people need.   

• In the commercial sense, business is primarily concerned with buying and selling goods and 
services. It includes trade, transportation, banking, and other commercial activities that help 
in the exchange of products between buyers and sellers. For example, a retail store purchases 
goods from manufacturers and sells them to consumers for a profit.   

• A business is not just about making and selling products. It is about creating mutual benefits 
for all the parties involved. When a business sells a product, both the buyer and the seller 
gain something valuable. The buyer gets the product they need, and the seller earns revenue. 
This exchange of goods and services is the foundation of all business activities.   

• Business is a broad term that includes various occupations in which individuals engage to earn 
a living. People participate in businesses either by producing, buying, selling, or exchanging 
goods and services. The main goal of any business is to generate income while fulfilling the 
needs of people. However, business is not just about making money. It also plays an essential 
role in society by providing jobs, supporting economic growth, and improving people's lives.   

• To fully understand the nature of business, we can look at it from four different perspectives:   

1. Business as an Economic Ac:vity   
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A business is an essen:al economic ac:vity that involves producing and distribu:ng goods 
and services. It plays a cri:cal role in a country’s economy by genera:ng income, crea:ng 
jobs, and increasing wealth.   
o The profit mo:ve is the key driving force behind businesses. Business owners invest 

:me, effort, and money in their opera:ons with the expecta:on of earning a profit.   
o Profit allows businesses to grow, expand, and invest in beker products, services, and 

infrastructure.   
o While making money is important, businesses should also consider ethical values and 

ensure their opera:ons benefit society.   
2. Business as a Human Ac:vity   

Business is carried out by people and for people. It is a human-centered ac:vity that 
requires planning, decision-making, and hard work. Unlike machines or natural forces, 
only humans engage in business ac:vi:es because they involve reasoning, crea:vity, and 
rela:onships.   
o Businesses rely on people to func:on. Entrepreneurs, employees, suppliers, and 

customers all play a role in the business process.   
o Since businesses impact human lives, they must operate in a way that respects human 

dignity and promotes fairness.   
o Ethical business prac:ces help build trust and long-term success.   

For example, a company that values its employees and customers will have beker 
produc:vity, customer loyalty, and a good reputa:on in the market.   

3. Business as a Social Process   
A business does not operate in isola:on, it is part of society. Every business has a 
responsibility toward its employees, customers, and the community. Since businesses 
depend on society for their success, they must contribute posi:vely to it.   
o Customers: Businesses must provide high-quality products and services that meet 

customer needs and expecta:ons.   
o Employees: Businesses should offer fair wages, safe working condi:ons, and growth 

opportuni:es to their workers.   
o Environment: Businesses should take steps to reduce pollu:on, conserve resources, 

and adopt sustainable prac:ces.   
o Corporate Social Responsibility (CSR): Many businesses today engage in ac:vi:es such 

as charity work, community development, and environmental conserva:on to give 
back to society.   

For example, companies like Tesla focus on sustainable energy solu:ons to reduce carbon 
emissions, contribu:ng to a cleaner environment.   

4. Business as a System   
A system is a set of interconnected parts that work together to achieve a goal. In the same 
way, business is a system made up of various components that func:on together in a 
coordinated manner.   
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o A business has different subsystems, such as produc:on, marke:ng, finance, and 
human resources. Each department has a unique role but must work in harmony with 
others to ensure smooth opera:ons.   

o If one part of the business system fails, it can affect the en:re organiza:on. For 
example, if the produc:on team delays manufacturing, the sales department will not 
have products to sell, leading to financial losses.   

o A well-managed business system ensures efficiency, growth, and long-term success.   

For example, a car manufacturing company like Toyota func:ons as a system where raw 
materials are sourced, vehicles are produced, and cars are sold through dealerships 
worldwide. Every part of the process must be well-coordinated for the business to 
succeed.    

• Business is a fundamental part of human life and economic development. It involves 
producing, buying, selling, and exchanging goods and services to generate income and fulfill 
people's needs. While the primary goal of business is to make a profit, it must also be 
conducted ethically and responsibly.   

• By understanding business as an economic activity, human activity, social process, and 
system, we can appreciate its impact on individuals, communities, and the world. A well-run 
business benefits not just the owner but also employees, customers, and society as a whole. 
Therefore, ethical business practices, social responsibility, and efficient management are 
essential for long-term success.   

• Business includes all activities that help people earn money by providing goods or services. It 
plays an important role in society by fulfilling people's needs, creating jobs, and supporting 
economic growth. Whether it is a farmer growing crops, a doctor treating patients, or a 
teacher educating students, these activities contribute to the economy and are considered 
business activities when done for financial gain.   

• There are different types of business activities, each serving a unique purpose in the 
economic system. Businesses can be categorized into industry and commerce, each with its 
own subcategories.   

• Types of Business Activities : 

1. Industry   
An industry includes all ac:vi:es involved in the produc:on and processing of goods. It 
focuses on manufacturing and transforming raw materials into finished products that can 
be used by consumers. Industries are essen:al for economic development, as they 
provide goods, employment, and income to millions of people.  Industries can be further 
classified into different types based on how they process raw materials:   
o Analy:cal Enterprises  

Analy:cal enterprises take a single raw material and separate it into mul:ple useful 
products. A good example is an oil refinery, which processes crude oil and separates it 
into petroleum, kerosene, and diesel oil. This process allows different industries to use 
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refined products for various purposes, such as transporta:on, energy produc:on, and 
household use.   

o Synthe:c Enterprises  
Synthe:c enterprises combine mul:ple raw materials to create a single final product. 
For example: Soap factories mix ingredients such as oils, chemicals, and fragrances to 
produce soap.  These industries play a crucial role in producing essen:al products that 
people use daily.   

o Assembling Enterprises   
Assembling enterprises take different parts and assemble them into a finished 
product. This type of industry includes businesses that manufacture cars, radios, 
televisions, scooters, and other electronics.  For example, an automobile company 
collects different parts such as engines, :res, and seats, then assembles them to create 
a fully func:onal car. These enterprises rely on a supply chain of parts manufacturers 
to ensure smooth produc:on.  

o Mining Enterprises  
Mining enterprises extract natural resources from the earth, such as iron ore, coal, 
gold, and silver. These raw materials are then processed and used in various industries, 
such as construc:on, manufacturing, and technology. Mining industries are vital 
because they provide essen:al resources used in everyday life. For example, coal is 
used for electricity produc:on, gold and silver are used in jewelry and electronics, and 
iron ore is used in making steel for construc:on.   

2. Commerce   
Commerce refers to all ac:vi:es involved in the buying and selling of goods and services. 
It helps businesses remove barriers related to trade, transporta:on, risk, and finance to 
ensure smooth business transac:ons. Commerce ensures that goods move efficiently 
from producers to consumers.   
Commerce can be divided into two main categories:   
o Trade 

Trade is the process of buying and selling goods. It can be further classified into:   
a. Internal Trade: This is trade that happens within a country. It includes:   
b. Wholesale trade – Wholesalers buy large quan::es of goods from 

manufacturers and sell them to retailers.   
c. Retail trade – Retailers buy goods from wholesalers and sell them directly to 

consumers.  
d. External Trade: This is trade between different countries. It includes:   
e. Export trade – Selling goods from one country to another.   
f. Import trade – Buying goods from other countries.   

o  Aid to Trade   
Aid to trade refers to the different support systems that help businesses operate 
efficiently. These include:   

a. Transport: Helps in the movement of goods from one place to another (e.g., 
road, rail, sea, and air transport).   

b. Banking: Provides financial services such as loans, transac:ons, and 
investments to businesses.   
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c. Insurance: Helps businesses reduce financial risks related to thef, accidents, 
or natural disasters.   

• Every business activity has certain features that define its nature and purpose. The main 
characteristics of a business are:   

1. Exchange or Sale   
A business involves the sale, purchase, or exchange of goods and services. Simply 
producing goods is not enough, it must be sold to customers for it to be considered a 
business ac:vity. For example, a farmer who grows vegetables and sells them in the 
market is engaged in business.   

2. Crea:on of U:li:es 
Businesses create u:lity by making goods and services available in the right form, at the 
right place, and at the right :me. For example: 
o A transporta:on company creates place u:lity by moving goods from factories to 

markets. 
o A warehouse creates :me u:lity by storing goods un:l they are needed.   

3. Business as a Social Institution 

A business is an important part of society because it provides employment, goods, and 
services. Since businesses interact with people, they have social responsibilities, such as: 

o Treating employees fairly.   

o Providing quality products at reasonable prices.   

o Following ethical business practices.   

4. Profit Motive 

Businesses are run with the intention of making a profit. A company that does not earn a 
profit cannot survive for long. Profits are important because they:   

o Help businesses grow and expand.   

o Encourage innovation and development.   

o Provide financial security to business owners and employees.   

5. Risk and Uncertainty   

Every business faces risks and uncertainties. These risks can be classified into:   

o Natural risks – Disasters like floods, earthquakes, or fires can affect businesses.   

o Market risks – Changes in customer demand, competition, or labor strikes can lead to 
business losses. 

Since business conditions change frequently, companies must adapt to new challenges 
and plan for potential risks.   
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6. Customer Satisfaction   

A business aims to provide products and services that meet customer needs. Companies 
that offer high-quality products at fair prices build strong relationships with customers 
and succeed in the long run. Customer satisfaction leads to:   

o Repeat business.   

o Positive word-of-mouth.   

o Brand loyalty.   

• A business must have clear goals to guide its operations and measure success. Business goals 
define what an organization wants to achieve in the future and help employees stay focused 
on their tasks.   

• Characteristics of Business Goals   

1. Derived from Mission Statements: Business goals come from the company’s mission 
statement, which defines its purpose and vision.   

2. Task-Oriented: Goals focus on specific tasks that need to be completed to achieve success.   

3. Short-Term in Nature: Unlike long-term visions, business goals focus on immediate 
objectives that can be achieved within a specific time frame.   

4. Challenging: Goals must push employees to work hard and improve their performance.   

5. Clearly Defined Conditions: Business goals must specify the conditions necessary for 
achieving success.   

• Why Are Business Goals Important?   

o They help businesses stay on track and avoid distractions.   

o They measure progress and success over time.   

o They guide employees in understanding their responsibilities.   

o They help management make better decisions based on company objectives.   

• Business activities play a crucial role in the economy, providing goods, services, and 
employment. Businesses must also have clear goals to ensure success and long-term growth.   

• A well-structured business follows ethical principles, focuses on customer satisfaction, and 
adapts to market changes. Understanding business activities, characteristics, and goals helps 
in creating a sustainable and responsible business environment.   

• Every business operates with a set of goals that determine its direction, decision-making, and 
long-term sustainability. Without clear objectives, a business cannot measure its success or 
ensure its growth. Objectives guide businesses in making important choices regarding 
operations, employee management, customer service, and social responsibilities.   
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• There are several key objectives that every business must consider, including economic, 
social, human, and national objectives. These ensure that businesses are not only profitable 
but also beneficial to society and employees while contributing to national development.   

• Economic Objectives   

The primary purpose of any business is to generate income and sustain itself financially. 
Without financial gains, a business cannot survive or expand. The economic objectives of a 
business include:   

1. Profitability as an Incentive   

Profit is the driving force behind any business. It motivates business owners and 
employees to work hard and operate efficiently. Without the prospect of financial 
rewards, businesses would lack the motivation to grow and improve.   

2. Business Survival   
For a business to con:nue its opera:ons, it must make enough profit to cover its expenses, 
including salaries, produc:on costs, and investments in equipment. If a business 
consistently suffers losses, it will eventually close down. Profits allow companies to 
replace outdated machinery and adopt new technology to stay compe::ve.   

3. Expansion and Growth   
A business that remains stagnant will eventually lose its market posi:on. Growth is 
necessary for long-term success, as it helps businesses reach new customers, introduce 
new products, and improve their opera:ons. Expanding a business also creates more job 
opportuni:es, benefi:ng both the organiza:on and society.   

4. Measuring Business Efficiency   
Profitability is one of the most common ways to assess a company's performance. A 
profitable business is ofen seen as efficient, well-managed, and capable of mee:ng 
customer needs. Measuring profits helps business owners iden:fy strengths and 
weaknesses in their opera:ons.   

5. Reputa:on and Trustworthiness   
A successful business builds a strong reputa:on over :me. Higher profits enable 
companies to gain economic power and credibility in the market. When a business is 
financially stable, it can nego:ate beker deals, akract investors, and build trust with 
customers and suppliers.   

• Social Objectives   

A business does not exist in isolation; it is a part of society. While earning profits is essential, 
businesses also have a duty to contribute positively to the community. Social objectives focus 
on improving the well-being of people through ethical practices, employment opportunities, 
and environmental protection. 

1. Serving Society   
A business should aim to provide valuable services to society by:   



 12 

o Offering quality products – Customers expect safe and high-quality goods. Businesses 
must ensure that their products meet industry standards and fulfill consumer needs.   

o Crea:ng job opportuni:es – Businesses help reduce unemployment by hiring workers 
for different roles. This is especially important in countries where job availability is 
limited.   

o Maintaining a clean environment – Companies must take steps to prevent pollu:on 
and minimize their nega:ve impact on nature. Environmental responsibility includes 
reducing waste, using sustainable resources, and following eco-friendly prac:ces.   

o Improving living standards – A business that pays fair wages and provides quality 
products contributes to a beker quality of life for its employees and customers.   

2. Suppor:ng Employees   
A business should priori:ze the well-being of its employees by:   
o Providing fair wages – Workers deserve to be paid fairly for their contribu:ons. When 

employees are treated well, they become more dedicated and produc:ve.   
o Encouraging growth and development – Companies should invest in training programs 

to help employees learn new skills and advance in their careers.   
o Recognizing employee contribu:ons – Workers should be treated as valuable 

members of the organiza:on, not just as subordinates. Profit-sharing programs and 
other incen:ves can help employees feel appreciated and mo:vated.   

• Human Objectives   

Employees play a crucial role in the success of a business. It is important for businesses to 
create a posi:ve work environment that encourages produc:vity, crea:vity, and job 
sa:sfac:on. Human objec:ves focus on:   
o Providing fair salaries, bonuses, and benefits – Employees should receive wages that 

reflect their efforts and contribu:ons. Benefits such as healthcare, re:rement plans, 
and educa:onal assistance also improve job sa:sfac:on.   

o Involving employees in decision-making – Businesses should encourage workers to 
share their ideas and par:cipate in important discussions.   

o Fostering crea:vity and growth – Employees should have opportuni:es to develop 
their skills and take on leadership roles. Companies that support career growth create 
a more engaged workforce.   

o Ensuring job security – Stability in employment gives workers confidence in their 
future. Companies should aim to minimize layoffs and offer long-term career 
opportuni:es.   

o Maintaining a safe and comfortable work environment – Businesses should provide 
proper safety measures, clean facili:es, and a respecmul workplace culture.   

o Offering profit-sharing plans – When businesses perform well, they should share some 
of their success with employees through bonuses or incen:ves.   

• National Objectives   
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A business also has responsibilities towards the country in which it operates. National 
objectives focus on economic growth, social development, and compliance with laws. These 
objectives include: 

1. Promo:ng Social Jus:ce   
Businesses should ensure fair treatment of workers, consumers, and suppliers. They must 
follow ethical labor prac:ces, provide equal opportuni:es, and avoid discrimina:on.   

2. Developing Skilled Professionals   
A strong workforce is essen:al for na:onal progress. Businesses should support employee 
training and skill development programs to help workers enhance their capabili:es.   

3. Encouraging Entrepreneurship   
Small businesses and startups contribute to innova:on and economic growth. Large 
companies should support small entrepreneurs by offering partnerships, funding 
opportuni:es, and mentorship programs.   

4. Expanding Export Markets   
A business can contribute to a country's economy by selling goods and services 
interna:onally. Expor:ng products brings in foreign currency, improves trade 
rela:onships, and strengthens a na:on's economic posi:on.   

5. Following Government Regula:ons 
Businesses must operate within the laws set by local, state, and na:onal governments. 
Legal compliance ensures fair compe::on, protects consumer rights, and promotes 
ethical business prac:ces.   

• Business objectives are essential for ensuring long-term success and sustainability. While 
making a profit is a key goal, companies must also focus on their responsibilities to 
employees, society, and the nation. By balancing economic growth with social, human, and 
national objectives, businesses can contribute to a better world while achieving their financial 
goals. 

• Businesses interact with many different groups of people, including consumers, investors, 
and the broader community. These groups, known as interest groups, have a significant 
impact on the operations and success of a company. Therefore, businesses must act 
responsibly towards them to maintain trust and long-term sustainability. 

• Responsibilities Towards Consumers   

Consumers play a crucial role in shaping the direction of a business. They influence what 
products or services are offered and ultimately determine the company’s revenue and 
survival. To maintain a good relationship with consumers, businesses should: 

o Offer products that meet consumer needs – Businesses should produce a variety of goods 
that cater to different tastes, budgets, and preferences.  

o Ensure reasonable pricing – Prices should be fair, balancing affordability for customers 
and profitability for the company.   
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o Distribute products fairly – Businesses must ensure that their goods are accessible to all 
sections of society, preventing shortages or discrimination in distribution.   

o Improve products based on consumer feedback – Understanding consumer needs and 
preferences helps businesses enhance their offerings.   

o Handle complaints professionally – Customer concerns should be addressed with care, 
and businesses should analyze feedback to improve their products and services.   

o Provide clear product information – Consumers should have easy access to details about 
a company's products, services, and policies, ensuring transparency and trust. 

• Responsibilities Towards Shareholders   

A company’s owners, whether they are individual proprietors, partners, or shareholders, 
invest capital and expect a return on their investment. Their primary concerns include 
financial security, profitability, and involvement in decision-making. To meet these 
expectations, businesses should:   

o Protect investments and provide financial security – Companies must take responsible 
actions to ensure steady growth and prevent unnecessary financial risks.   

o Ensure a fair return on investment – Shareholders expect dividends and increased value 
in their shares. Businesses should focus on profitability and efficient management to 
generate consistent returns.   

o Enhance communication with shareholders – Companies should keep their investors 
informed by sharing updates through newsletters, annual reports, and other transparent 
communication channels.   

o Encourage shareholder participation – Regular meetings, such as annual general 
meetings, allow shareholders to voice concerns, stay updated on business performance, 
and contribute to important company decisions.   

• Responsibilities Towards the Community   

Since businesses operate within society, they have an ethical responsibility to contribute 
positively to the well-being of the community. This includes not only providing jobs and 
services but also engaging in social welfare activities. Companies can fulfill their 
responsibilities to the community by:   

o Supporting local development projects – Financial assistance can be provided to local 
authorities to improve infrastructure, housing, and other community facilities.   

o Investing in social services – Businesses can contribute to public welfare by supporting 
hospitals, schools, colleges, and charitable organizations.   

o Encouraging public engagement – Companies should organize forums, discussions, and 
awareness programs to help communities stay informed about important national and 
local issues.   
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o Promoting sports and recreational activities – Sponsoring sports events and recreational 
facilities can encourage physical well-being and community engagement.   

• Every business has a duty to act responsibly towards its stakeholders. Whether it is ensuring 
consumer satisfaction, maintaining shareholder trust, or contributing to community well-
being, ethical business practices build strong relationships and enhance long-term success. 
By fulfilling these responsibilities, companies create a positive impact on society while also 
ensuring their own sustainability and growth.   

• The concept of business ethics may vary from person to person, but at its core, it refers to 
the principles that guide individuals and organizations in making fair and moral decisions in a 
business setting. Ethics in business helps companies determine what is right and wrong in 
their operations, influencing both individual behavior and corporate policies. 

• Ethical considerations become particularly important during periods of significant 
transformation or uncertainty. Ethical values that were previously overlooked tend to be 
questioned more rigorously in times of change. When businesses face challenges such as 
economic downturns, technological disruptions, or changes in government regulations, 
ethical decision-making becomes crucial in maintaining trust and stability. 

• For example, when a company faces financial difficulties, ethical concerns arise regarding 
how it treats employees, customers, and investors. Should the company cut corners by using 
lower-quality materials? Should it lay off employees without providing fair compensation? 
Business ethics provides a framework to help companies navigate these dilemmas while 
maintaining integrity and accountability. 

• In a corporate environment, ethical guidelines help leaders and employees make informed 
and responsible choices, especially when faced with uncertainty or moral dilemmas. Without 
clear ethical principles, companies may struggle to respond to crises, leading to reputational 
damage or legal consequences. 

• For instance, when a business is accused of unfair labor practices or environmental violations, 
ethical leadership ensures that corrective actions are taken promptly. Ethical businesses 
prioritize honesty, transparency, and fairness, which ultimately contribute to long-term 
success. 

• One of the challenges in business ethics is dealing with situations that do not have clear right 
or wrong answers. Many ethical dilemmas fall into gray areas where multiple stakeholders 
are affected, making it difficult to determine the best course of action. In such cases, 
businesses must rely on ethical frameworks, industry standards, and corporate values to 
make sound decisions. 

• For example, if a company develops a new product that provides convenience but poses 
potential health risks, ethical decision-making requires balancing innovation with consumer 
safety. Businesses must weigh the benefits and risks carefully, ensuring that they act in the 
best interest of society. 
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• Ethical principles and responsible behavior are the foundation of a morally upright society. 
These values shape how individuals and groups interact, influencing decisions that promote 
fairness, integrity, and social well-being. Ethical actions within society refer to the conscious 
efforts made by individuals and organizations to create a better future for themselves and 
the next generation. 

• Ethical actions are often called categorical imperative actions, meaning they are performed 
based on moral duty rather than personal gain. Since human existence is driven by action, 
the choices people make today determine the future of society. Ethical actions are carried 
out by individuals, communities, and nations, always with a spirit of service, commitment, 
and responsibility toward others. 

• Ethical actions generally fall into two broad categories, each focusing on different aspects of 
societal well-being: 

o Community service: Community service refers to activities undertaken to support and 
uplift the people within a community. These efforts are aimed at improving the quality 
of life for individuals and groups, particularly those in need. 

o Support for social issues: Supporting social issues involves offering both emotional 
and physical assistance to individuals and organizations working to bring positive 
change. This form of ethical action helps address problems such as poverty, 
discrimination, and environmental concerns.  

• Ethical actions can be divided into two main types based on their impact on society: 

o Constructive Actions: These are positive ethical actions that contribute to the well-
being of society. Examples include helping those in need, protecting the environment, 
promoting human rights, and maintaining ethical business practices. Constructive 
actions lead to long-term progress and stability in communities. 

o Destructive Actions: These actions harm individuals, organizations, or society as a 
whole. They include unethical behaviors such as corruption, exploitation, 
discrimination, and dishonesty. Destructive actions weaken social structures, create 
distrust, and lead to long-term consequences for individuals and businesses. 

• Unethical practices in business can undermine trust, damage reputations, and negatively 
impact both organizations and society. Ethical business conduct is essential to maintaining a 
fair and just corporate environment. However, certain unethical behaviors can arise within 
businesses due to greed, poor management, or a lack of moral awareness. Some of the most 
common unethical problems in business include: 

1. Managerial Misconduct 

One of the significant ethical challenges in business is managerial misbehavior, which 
refers to unethical or illegal actions taken by individuals in leadership positions. These 
actions may involve misrepresentation of financial records to deceive investors and 
stakeholders. 
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2. The moral dilemmas in management 

The moral mazes of business ethics refer to the complex ethical challenges that arise in 
managerial decision-making. These dilemmas often involve: 

o Conflicts of Interest: When a manager prioritizes personal gain over the company’s 
best interests. 

o Contract Violations: Breaches of agreements or unethical dealings with suppliers, 
partners, or employees. 

o Misuse of Resources: Illegally or unethically utilizing company funds, assets, or 
confidential information. 

• With the increasing complexity of business operations and global trade, the need for ethical 
practices has grown significantly. As businesses expand, ethical challenges become more 
intricate, making it essential to establish clear ethical guidelines within organizations. 

• To foster ethical conduct and maintain fair business practices, organizations have 
developed codes of ethics and codes of conduct that outline: 

o Acceptable and unacceptable behaviors in the workplace. 

o Guidelines for handling conflicts of interest, customer relations, and corporate social 
responsibility. 

o The expectations for leadership and employee conduct in decision-making. 

• By adhering to these ethical frameworks, businesses can create a culture of integrity, 
accountability, and fairness, ensuring long-term success while maintaining public trust. 

• Business ethics offers many benefits for both businesses and society. It helps companies 
follow laws, regulations, and fair practices, improving society as a whole. Ethical guidelines 
help leaders make the right decisions during crises and ensure employees work with honesty 
and teamwork. It also reduces legal risks by preventing violations and penalties. Ethics 
support good business management by improving quality, reducing costs, and promoting 
fairness in the workplace. Companies with strong ethical values build trust with customers 
and maintain a good reputation. Ethical practices also create a positive work culture by 
ensuring consistency and fairness. Overall, business ethics leads to better decision-making, 
long-term success, and a responsible way of doing business. 

• Ethics, a branch of philosophy, focuses on evaluating human behavior and decision-making. 
It provides a framework for analyzing actions and distinguishing right from wrong. Ethical 
actions reflect individuals' commitment to integrity and responsibility, shaping a morally 
conscious society. These actions can be constructive, promoting positive change, or 
destructive, leading to harm. The concept of an ethical mind encompasses both thoughts and 
emotions, categorized as subjective or objective. In a corporate setting, ethical management 
plays a crucial role in navigating moral challenges, ensuring that decisions align with ethical 



 18 

standards. Moreover, corporate social responsibility emphasizes the duty of businesses to 
consider the well-being of society when making strategic choices. 

 

Reading Material (Supplementary): 

Business Ethics and Corporate Governance, Fernando A.C., Pearson Education India, 2010 

 

 


