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In the light of these events some people said, “Well, what these people did was not
illegal,” implying that because such behavior was not illegal it was also not unethical,
However, because behavior may not be illegal does not mean it is cthical; such behavior is
clearly unethical. In many cases laws are passed larer 1o close the loopholes and prevent
unethical people such as Ebbers from behaving in this way. In any event, Ebbers was
found guilty of fraud and sentenced to 20 years in jail, and many other executives from
companies have received similar sentences and so will those convicted of insider trading.
Like ordinary people, managers must confront the need to decide what is appropriate
and inappropriate as they use organizational resources to create products customers
want to buy.

Ethics and Organizational Stakeholders

As just noted, ethics are moral principles or beliefs about what is right or wrong. These
beliefs guide individuals in their dealings with other individuals and groups (stakeholders)
and provide a basis for deciding whether a particular decision or behavior is right and
proper.?? Ethics help people determine moral responses to situations in which the best
course of action is unclear. Ethics guide managers in their decisions about what to do in
various situations. Ethics also help managers decide how best to respond to the interests
of various organizational stakeholders.

As we discussed earlier, in guiding a company’s business, its dealings with both out-
side and inside stakeholders, top managers are constantly making choices about what is
the right or appropriate way to deal with these stakeholders. For cxample, a company
might wonder whether it should give advance notice to its employees and middle man-
agers about big impending layoffs or plant closings, whether it should issue a recall of its
cars because of a known defect that may cause harm or injury to passengers, or whether it
should allow its managers to pay bribes to government officials in foreign countries
where corruption is the accepted way of doing business, In all these situations managers
are in a difficult situation because they have to balance their interests and the interests of
the “organization” against the interests of other stakeholder groups. Essentially, they
have to decide how to apportion the “helps and harms” that arise from an organization’s
actions between stakeholder groups. Sometimes, making a decision is easy because some
obvious standard, value, or norm of behavior applies. In other cases, managers have trou-
ble deciding what to do and experience an ethical dilemma when weighing or comparing
the competing claims or rights of various stakeholder groups.?

Philosophers have debated for centuries about the specific criteria that should be
used to determine whether decisions are ethical or unethical. Table 2.2 summarizes the
three models of what determines whether a decision is ethical: the utilitarian, moral
rights, and justice models,25

In theory, each model offers a different and complementary way of determining
whether a decision or behavior is ethical, and all three models should be used to sort out
the ethics of a particular course of action. Ethical issues, however, are seldom clear cut,
and the interests of different stakeholders often conflict, so it is frequently very difficult
for a decision maker to use these models to ascertain the most ethical course of action.
For this reason many experts on ethics propose this practical guide to determine whether
a decision or behavior is ethical 26 A decision is probably acceptable on ethical grounds if
d manager can answer “yes” to each of these questions:
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L. Does my decision fall within the accepted values or standards that typically apply in
the organizational environment?

2. Am I willing to see the decision communicated to all stakeholders affected by
it—for example, by having it reported in newspapers or on television?

3. Would the people with whom I have a significant personal relationship, such as
family members, friends, or even managers in other organizations, approve of the
decision?
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From a management perspective, an ethical decision is a decision that reasonable or
typical stakeholders would find acceptable because it aids stakeholders, the organizatior









