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The importance of culture in the management of a business firm can best be cxemphltcd by contrasting
one country to another. The customs, traditions, codes. and laws that make up a culture circumscribe
the freedom of management. Most organizations have realized that diversity exists and that the culture
~of any organization must pay attention to the needs of a set of very diverse employees. In short. many
managers ar¢ grappling with how to make the:r corporate culture more 1n tunc with the issues of

multlc.u]lm alism.

 ~3.1 Cultural Diversity
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Figure-3.A: Showing the Management of Cultural Diversity









46

Business Ethics

3.4 The Changing Role of Business Clients

Before emergence of pluralism the society was monolithic in character and interest groups were
smaller in number besides the needs and expectations of them were simple. But in pluralism not only
the number of the chients and Interest - parties muluphes over ages but there have been multifaceted
expectations of these clients grew with the change of time. This may be seen from the table provided

as under:
Through ages
Clients Manaluhzc Socie

Owners » One or a tew owners

» Size of capital small

* Individual Contributors

»

Management » Owner Managed

L.abor Relations

Protessionals

—————

Business
Assocrations

e =

i

+ _
Customers

= re= o - EeE TR reW .

S ——— —— ——— v — e ————

,* Vendors

| S——
Government &
- Community

f
i

—-_--—T_-

- =

——

» Individualistic
* Owner- labor

» Skill & Common Sense

* Individualistic Competition

at  local level

» No cooperation

¥ A tew 1n number
» Limited Choice
* Individual scrutiny
of product quality |
» No consumer Assoc:ation

' | Wake » Consumerism |
» Few vendors . - B Large sized vendors

I Large Number of Owners
.* Size of Capital Big

» Researchers,

? Incapable of personal

* Small size vendors

» Few agents/ Pockets

* Mostly Short-run =

* Product based no functional
» Taxation

* Traditional Law & order

*» No organised Force & Critenia to
judge business contribution .

f
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? Functional vendors i.e.:

&
; '

Pluralistic go-cie

* Collective Institutional | |
* Contributors: Mutual Funds. | |
» Pension Funds, Trust Funds etc.
» Managed by professionals
like managerial cadres. managing |
agents, Consultants, etc, |
» Owner Rcmote
¥ Unions
* Union- Management
» Personnel Management

» Innovators. Intellectual, output,
» Technologists . etc. |
* Multitude of business associaticns
> More cooperation
than competition among

the similar business grougs

» Larger in number
* Choice relatively wider

scrutiny of product quality because of =
- technologicai sophistication

» Likely to be deceived by over publicity

= -

’ Long- ruri vendors’ . g

Procurement, Transport, Delivery etc.

» Promotion of infrastructure
* Policies for trade & industries
» Provide Services for
- Business Promotion
- Supporting Business
- Sustaining Business
¥ Taxation
» Greatest good for the greatest number

of the people judge the comnbuuon of the
~ business in the society.
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3.5 Strengths and Weaknesses of Pluralism

As stated earlier, pluralism is the need of the hour, came into existence to suit the multidimensional
business directions. Pluralism has a number of strong points. in favar of its popularity but it is no
proved to be an unmixed blessing, it has some weaknesses as well. These may be seen. :

[ SI. | Strengths ae _ | ~ Weaknesses |
No |. e St e | No | ' & Loases |1
| | »Support for Social freedom 4 l * Lack of Central Direction .
» Social control ' Ve | *» Much preoccupied & pet projects and short-rang goals |
b Allows freedom as well as pressure | | [lunless guided by the Govt.] ; | <
| - through claims - | | e | ‘ | |
2 | ¥ Opportunities for leadership | 2 | » Power instead of Service 5 S R s
» Larger Business houses, wider scope | ” Possibility of emphasizing institutional power instead of
| lo take leadership | service. S Cite |
3 | * Tolerance of other ideas | 3 | ! Social Fragmentation
| * More understanding among variety of | ' * Overlapping of goals
interest gfoup -~ ©~ -~ - | ? Too many organization would reduce progress
| ' - " i P PRedagism - e :
| * Too many complicatc business environment. =
’ | e o | » Competition among 100 many leads to unhealthy :
o : ' , 4. | . atmosphere. s ' |
- 4 | »Improved social decision ° | 4 | ® Elitism - |
* Larger inputs for better decision =% » More teéchnological improvement focus more complexity
» Creative and innovative ideas generate |. > Develop an elitist detachment from those who know less
» Continuous social renewal 1| ? Reversal of democratic basis of organization |
| aaks i | * No individual but unionism, minority groups association
_ | CLC. _ #13
5 | » Satisfaction of different human needs | 5 | ® Focus of conflict | | A |
 » Widely different needs are to be made | * Conflicts occur while struggling to realize the goals and
by the organizations. - .expectation of individual groups. :
*» Compromising to go ahead | | Orne group attempts to dominants other competing group. |

3.6 Levels of Ethical Questions in Business

Level .of ethical _quéstio‘ns" m"busi‘ness differ from one party to another. Ethical interactions in a-
business organization primarily take place in four levels. The nature of expectations are found to be

different in ecach of the four levels. The four levels are:
Societal ~ S \

Personal Stakeholder

Infernal Policy

Figure - 3.E: Showing Four Levels of Ethical Questions
Incach of the above mentioned level nature of ethical questions are :
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1. Importance” of diversified culture in the management of a business firm can best be exemplified by
.- contrasting one country to another. Management of business organizations are now a days grappling with
how. 1o make their corporate culture more in tune with the issues of multiculturalism of the employecs.
_customers and other related parties. 0 ¢ ) SO Rl ST Sl A
i1. There are many claimants on the organization. and they have divergent goals. It 1§ the task of the manager to
integrate their aims in a balanced way. e L | | | .
ti.  The four levels of ethical quesiions to be looked into are: [I] Societal [11] Stakeholder [1i1] Internal Pohcy.
_ and [iv] Personal matters - et | gt | _
tv.  Islamic Shariah approves pluralism as a planned strategy of the creation of mankind by the Almighty Allah,
- Pluralism through which different interest groups come in contact with €ach other as one set requifes the
services of the other and vice versa in order to meet their objectives. As such, Shariah suggests fair. jusi and
_benevolent treatment to each that prove to be mutually beneficial to ali of them as they are all
interdependent. B i e | | |

et e o T L T

e

- Broad Questions | e e T e e
I Supply the arguments for managing cultural diversity. How management of cultural diversity is

related with organizational success? = . SoNeG -

. How pluralism applies to business? What are its implications in business?

i HQW-et:onomic.;ng_:ial, political and legal environmemﬁaffects-ethic_:fal Issues’

Interest Groups are different centuries ago and men - do you agree with the statement. Explain.

Describe the changing role of business clients.

Explain strength and weakness of pluralism. |
- What are the four levels of ethical functions — Explain. _
Why is our society characterized by “ethical pluralism” ? Describe the several components of our
~ ethical system L e e ' S o s

o WMl i el ol

~ Short Questions - -
tate the idea of cost argument. , _
Sketch the relationship of freedom to social structure.
‘What technological environment do you have? .
-Why the environmental forces are so complex?
How does Islam support pluralism? "
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Social Responsibility of Busingss refers to management decisions and actions taken for reasons at least
partially beyond the or gamzataon s direct econgmic .or technical interest. The concept of social
responsibility is merely in growing stage towards social effectiveness of business. It is the philosoph)
which justifies business involvement in its social community. The simple fact is that business is a
major social institution, and as such it is ;mpertantly involved in social values. In the operation Of
pluralism many groups influgnce business, and, in turn, business influences them. -
Society’s expectations of business are increasing dramatlcally perhaps excesswely Society expects
that business which enters a community will make it better. Business leaders, in order to perform their
new role effectively need to. develcp value systems that recognize respcms:bllmes to claimants other
than stockholders.

4.1 Definitions of Social Respdnsibﬂity, 1 s

1. BowenHR, * Social Responsibility of Busmessmen” 1953 EEa . e
- It is the “obligation of businessmen to pursue those policies, to make those: dec:smns or to follow those

lines of action which are desirable in terms of objectives and values of society”. . s £
2. Davis Keith, “ Can Business aflford to, Ignore Social Responmblhtnes"" 1960 , |

] Social Rt:&p(}n&lblllty is defined as, * Management decisions and actions taken for reasons at least partlallv
4 beyond the organisation’s direct ewnomlc or techmcal interest.” |

3. Griffin RW, “Management”’, 1997

“Social Respomtblhty 1s the set of nbhgatmns an orgamsatmn has to pmtect and enhance the society m j’
{  which:it tunumns |

JT 4. Stoner JAF & Others, “Management” 1996

“Corporate social respons:biluy focuses on what an orgamsauon does that affects the sacxcty in Wthh it |
exists” - *

e w
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4.3 Legal MeASures for Social Res-ponsibility |

Identnfymg the Gveremphams of busmess for profit ignoring reasenable clalms of the stakeholder.
‘government from time to time enacting a number of Acts, Ordinances etc formulated legal framework
‘in order to ensure reasonable amount of social responsnblhty of business [SRB] Some of the examples

of such legal enactmems are the following:

1. * Laws which place a floor under wages and a | 10. Automobile Information Disclosure Act.

- ceiling over the hours worked per week. -11.  Food and Cosmetic Act. ' |
2. The Social Security. Act and Medicare. 12. Fair Credit Reporing Act.
3. Laws that require m'an'agemem"to‘ bargain | 13. Flammable:Fabrics Act.

- with its employees on wages and hours. | 14. Trade Commission Act.

4. The Civil Rights Act. - 15. Environmental Protection Ag¢ts. and |
5. The Manpower Development and Training | 16. Energy and Power Generatory Act. '
== A6l 2 g | 17. > Rivers and Harbors Act.

6. Workmen’s Compensation -~ 18. Oil Pollution Act. l
7. Safety Device Requirement. S - | 19. : Water Pollution and Quality Act. |
8. Product Leveling and Packagmg | - | 20. Clean Water Restoration Act. ;

9. sk ~ | e

il

Child Protection Act '

PR,

4. 4 Expectatmn to and from Busmess & Sm:lety

~Business as a citizen of the sociel;y rightly can expect social pmronag’e & :-..anction in return to which
the society can also claim to have some spacxal care apart fmm goods & services. This may be gauged
‘as under: |

'A. Expectations of Busmess to Soc1ety |
. 1. Set rules are clear. and consistent. Society must define what boundaries orgamzatmns should

~operate within; what minimum standards are to be expected, met or cxceeded; what the
performance criteria are. Society must be .consistent in its expectations for corporate social

~ + responsibility through the various governmental rcgulatmns affecting this area. .
2. Make sure rules are economically feasible and recognize that society itself must be preparcd to
pay the cost-not only of their implementation by business but also their administration by

: Igovernmem Ultimately, it is the people who must pay either through higher prices or taxes.

3. Make rules prescriptive, not retroactive. There is a present trend toward retroactw:ty in an attempt

to force retribution for the past to make today s rules apply to yesterday s ball game. |

4. Keep the rules within the bounds of technical feasibility. Business cannot do the. impossible.

However, many of today S regulations are unworkable in practice. Overzealous environmental
restrictions have, on occasions, decreed standards surpassing those of Mother Nature.

5 Make rules goal seeking, not procedure prescribing. Tell organizations what to do, not how to do it.
Level it to Amencan industrial ingenuity to devise the best, most econnmlcal and efficient way to
get there. - | |

B- Expectations of Society to Business - | -

. Society deserves that goods and services thus prowded by the business should make available to the
~ people at declared quality and standard. = | |
.Goods and services thus provided by the business should be made available (o the peoplc at

reas(mable price.

i - L4
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10.
environmental pellunens and minimizing 1l effects caused by environmental pollution.
2

13.
14.

13,
- consequences of busmess actw!ty 1.e. pollutmn pruduct obsmlescence harmful packaging.

16

1,
18.

Social Responsibility of Business DT

_Soue:ty desires that busmess as thewr mputs wxll buy raw materials from the society at reasonable

price. = |
Society desires that natura] resources wﬂl be rauonally used over times not exploit the:m humcdly

to deprive the future generation. _

Society desires that business employ thclr unemployed persons In exchange of fair wages and
healthy working conditions. | | _

Society wants business should make ava:lable goods and services either through pmdm.tmn or

through transfer from outside. .
Society desires that-business as an organization and the employee o;f the business must not be

“involved in antisocial activities which may pollute the social climate. | et
- Society desires that resources available in the society will be used by the business in such a way

that will raise the income and living standard of the society. -
Society desires that business should conducts th&u‘ Gperatmns and keep the env:ronmemal |
pollution to the mimimum. ‘ |

Society desires that business should participate and bear a part of the cost of controlling

Society, desires that business should develop social audit for orgamzaucnal apmassal and prowdg
feedback to them, ' S .
Society desires that business will make available newer technolotrles cither through innovation or

through imports from outside. : |
Society desires that business should behave l:ke a gc}od citizen and should recogmzed N its

decision-making the interest of the society in general. |
Society desires that buamess should be respﬁnswe to the opinions of the informed sectmn of the
society. = 2 '

Society desires that business shauld pay pmper regard to the enwronmental and social

dumping wastage over exhaustion. | |
Society desires that business should upheld the interest of the society as regards health hyg:ene
safety and efficiency aver short term objective of enhancing profitability.

Society desires that business should maintains non—dlscnmmatory emplc}ymcm pollcxes

Sociefy desires that business should recogmze the importance of esthetic values in the desrgn and
appearance of IlS factories, offices and in its use of land mcludmg avmdance of dirt, ughness and

derellctlon

4.5_ The Community Expectations from and to the Business

Community i is relailvely of narrower coverage compared to society. As such, their are some mtcractmn
of expectations between the commumty & the business. These may be gauged as under:

Cammumty Expectat:ms from Business F ‘Business Expectations from the (,ﬂmmunity _ l
Support of air and water pollutton control I. ‘Adequate public services such as police and fire
Service re;sponsnhihty for products sold to local | protection, and sewage. water, and electric
consumers | | e - services
Support of artistic and cultural activities = |2. A fair and open public press
Employment and advancement for minoritics and 3. A cultural and educational environmeny which |
women , s | supports a balanced ualitg_-of life for employees |
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Phase |I
Profit maximizing ‘
‘Management ]
_[1800-1920s] |

‘1. Raw self-interest

Socnal Values

| am a rugged mdmdual]st and -
| will manage my blmness as 1
please

Mmonty ﬂmupx are inferior to
whites. They must be treated
~accordingly. Do
Employee personal problems

[late 1920s-earl
I. Self-interest

| 2. Contributors’ interest

e SRR A | 3. Society’s interests.

— participation.

must be left at home.

Economic values

»

» What is food tm me is good tc;r
{ my country. et e

» Profit maximizer, e e

emplor| _ ,
»Labor is a commodity to be
bought and sold. »Money and |
wealth are most lmportant |

)-A:.wumab:hw of manaaement
1s 10 the o_wnerb.

.

Téchnology ;alrtws -

®Technologyis very i m"pori__ant

Polltlcal VYalues

\Thd[ zmemmunt 18 bcb[ wh:ch
govern the least.

Aesthetlc Values

Acstheuc va!ues ? what are
they |

Enwronmental Values

. ®The natural environment
controls the destiny of man.

|

')-'Wﬁat’s good for GM is good
| for our country

> et the buyer ._beware. [caveat |

»Let us not cheat the customers.
»Labor has certain rights which |

are people

for.us.

_ " Business Ethics

Phase| II|
Trusteeship
Management
1960s

I am an individualist. but I -
recognize the values of group

We recogmzed that empluyecs . I
have needs beyond their economic

needs. Seuw - J'

Mm_omy groups have their place -
in society, and their place is
inferior to mine.

> Protlt satlshser

»Money is important, but S0 are :
people :

must be recognized |

)PAccountabihty of management 1S
to the owners, customers,
employees, suppliers and other
contributors. '

ierechm:nh:}g;,r is important but so

“Government is a necessary evil.

Y Aesthetic values are okay. but not

*Man can control and mampulate
the envlronment

A L
-
1 ]
* . | L ;
-
- %
L.} L]

_tundamental to our Success.

‘people as you and | are.

| »What is good tor society is good

-»Profit is necessary, but

- »People are more important than
- money.

Phase [ - |

Quality of life
Management
[late 1960s-present]
1. Enlightened self- interest
2. Contributors’ mterest

Group participation is
We hire the whole man

Minority groups members are

for our company:.

» et the sel]er beware [cavear
ve*ndztor] | | :

» Accountability of management is |

to the owners, Lcntrlbutors and
socwty '

»Employee dignity has to be

satisfied.

#*People are more important than

technology.

“Business and government must
co-operate to solve . society’s

problems.

. 4

¥We must preserve of aesthetic
values, and we will do our part.

w\We 2 e the

—

musl = preserve
environment in order to lead 3
- quality life. | '

MmJ
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4.9 Arguments for and against Soci'al"lRe;s_ponsibiliity.

|. Business creates problems and should | ey ' ;. Soeie "_""0“’"”?‘-‘*“‘ o afft,c; S Wi B8

therefore help solve them.

economic efficiency & reduces profit |

| 2. Corporations are ciizens 1n our Sociely. e o o Involvement in social programs gives
| business too much power. '

W
r..;h. o

3. Business often has the resources

- necessary to solve problems. There 18 pﬂtﬂnliul for mnﬂ:c_ts._ot

interest.

ey R W WS EE T

4. Business is a partner in our society,
along with the government and the

general population.

Business lacks the expertise to manage
social programs.

Social involvement raises cost per unit
- and thus increases prices

.~ Business may then act to prevent
creation of social problems

A

6. May perform better to earn social image

& status - . 6 Raises costs of export g;JOdS CEIUS-iI_Ig

difficulty in foreign competition

-v-‘-.pn-\.n-ﬂr\-'\-x- iy B O

b

7. Talented managers & specialists may

- render better social work 7. .Itis a type of social responsibility

without any social accountability

L ]

e A . w
6

8 Business may be more innovative with

novel rdeas of so¢ial involvement - 8 Dttterunt businesses with dwerzcnt

vmwpmms will cause social fru..llon e

e e L

| 9 Firms doing social contributionwith  * |/ | [ Yk
~high image will draw more customers

- 9. Wllhout expert skill standard & qualny
~of such services may be low -

i P S T T el <

10. Solving social problems may turn into

o e .

blessing 1n d:sgljlsc. earn more. 10. No legal sanction for diverting business i
- resources for such actions E
| 1. Shareholders & directors of firms doing ]
work command social respect S : \
: | _ .11. Overlapping in the movement of two
- : constituents of pluralism
1 12. External involvement makes the ﬁrm
internally more efficient : e - .
1 , 12. Political commitments through i

governmental actions may be curbed

13. Social involvement reduces need for
intervention through regulations

13. May lead to d:fﬁculty in meusuremenl |
and social audit

e

Fi gure-4;C . Showing Arguments for and against Social Responsibility :
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4.1 l Managing Socml Responsiblllty

The demands for social responmbxhty placed on comemporary organizations by an mcreasmgly ~
sophisticated and educated public are probably stronger than ever. As we have seen, there are pitfalls
for managers who fail to adhere to high ethical standards and for companies that try to circumvent
there legal obligations. Orgamzatlons therefore need to fashion an approach to social responsibility the
-eamelway that they develop any other business strategy. That is, they should view social responsibility
- as a major challenge that requires careful planning, decision making, consideration, and evaluation.
They may accemphsh this through both fermal and mformal dlmenemns of managing social’

-responsxb:hty

[a] Formal Orgamzatlenal D!mensmns
“Some dimensions of managing social responmbllnty are a formal and planned activity on the part of the
organization. Formal organizational dimensions that can help rnanage social respenstbxhty are legal
compliance, éthical compliance, and phllanl:hmplc giving. . | . -
Legal Compliance is the extent to which the organization conforms to local, state, Central, and
;ntematmnal laws. The task of managing legal compliance is generally assigned to the appropriate
functional managers. For example, the organization’s top human resource executive 18 generally. :
responsible for ensuring compliance with regulations concurrmg recruiting, -selection, pay, and so
forth. Likewise, the top finance executive generally oversees compliance with securities and banking
regulations. The organization’s legal department is also likely to contribute to this effort by providing
general oversight and answering queries managers lmght have cencermng the appmpnate |
-interpretation of laws and regulations. . o :
- Ethical-Compliance is the extent to which the members of the orgamzauon follow basu: ethical (and
legal) standards of behavior. We note earlier that organizations have increased their activities in this
area — prowdmg training in ethics and developing guidelines and codes of conduct, for example. These
‘activities sérve as vehicles for enhancing ethical compliance. Many orgamzatlons also establish formal
ethics committees, which may be asked to review proposals for new projects, help evaluate new hiring
strategies. or assess a new environmental protection plan. They rmght also serve as a peer review panel
to evaluate alleged ethical misconduct by an employee. |
.Finally, phllanthreplc giving 1S the awarding of funds or glfts to charmes or other social programs.
‘Dayton-Hudson Crop. routinely gives 5 percent of its taxable income to charity and social programs.
Giving across national boundaries is also becoming more common.. For example, Alcoa recently gave
Tk. 112,000 to a small town in Brazil to build a sewage treatment plant. And Japanese firms like Sony
“and Mitsubishi have started making contributions to a number of social programs in the United States.
_Unfortunately, in this age of cutbacks, many corporations have also had to limit their charitable glfts -
over the past several years as they continue to trim their own budgets. For example, Atlantic Richfield
Co.’s cerponate giving has decreased by 25 percent over the last ten years. Firms that do engage in
philanthropic giving usually have a committee of top executives who rewew requests for grants and .
decide how much and to whom money will be allecated |

[b] Informal Orgamzatlonal Dimensions co .

In addition to these formal dimensions for managing social respons1b1hty, there are also informal ones.

Two of the more effective ways to clarify the orgamz.atwn S approach are to prov:de appropriate
leadership and culture and to allow for whistle blowing. ’ - . |

Organization Leadership and Culture: Leadershlp practices and ergamzauen culture can go a long

way toward defining the social responsibility stance an organization and its members will adopt. For

example, Johnson & Johnson executives for years provided a consistent message to employees thal
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customers. empleyees commumtles ‘where "the: company dld business, and shareholders were all
important — and primarily in that order. Thus when packages of poisoned Tylenol showed up on store
~shelves in the 1980s, Johnson & Johnson employees didn’t need to wait for orders from headquarters
to know what to do: they immediately pulled all the packages from shelves before dny other customers
could buy them. By contrast, the message sent to Beech- Nut employees by the acnons of. then tip

- managers communicates much less regard for social responsibility. :

Whistle Blawmg Whistle blowmg is the disclosure by an employee of tllegal or unethu.al conduct on
the art of others within the organization. How an organization responds to this practice often indicates
Its stance toward social responsibility., Whistle blowers may have to proceed through a number of
_ehannels to be heard, and they may even get fired for their efforts. Many organization, however,
welcome their contributions. A person who observes questionable behawor typically first reports the
incident to his or her boss. If nothing is done, the whistle blower may then inform higher-level
~managers or an ethics committee, if one exists. Eventually, the person may have to’'go to a regulatory
agency or even the media to be heard. For example, the. apple juice scandal at Beech-Nut started with a
whistle blowel A manager in the firm’s R&D departmem began to suspect that its apple juice was not
“100% pure.” His boss, however, was unsympathetic, and when the manager went to the president of
the company, he too turned a deaf ear. Eventually, the manager took_ his message to the media, which
pubhcm.,d the mudent This eventually led to a erzmmal mvestngauon

4.12 EvaluatmgSocnal Responsnblllty o

Any organization that is serious aboul social responslblhty must ensure that its etfons are produc,mcr
the desired benefits. Essentlally this requires applymg the concept.of contrel to seual responsibility.

- The Social Al.ldlt | .
Social Audit: A systematic review of an organization’s performance of social l‘eSanSlbl]l[y activities.

- Some firms conduct a systematic review of their performance of social responsibility activities through

~a social audit. A social audit looks at the firm’s short-and long-run contributions to society. Activities
. reviewed’ might include community mvelvement product %afety ‘and the impact of business practwes

on the environment. & Si ‘ ’
With information a social audlt, managers can evaluate how effective the current programs are and
decide whether they should initiate new courses of action. Some firms: spend millions of dollars each .
year on social responsibility activities; they need to determine whether they are spending their money
wisely. Although a social audit 1s more informal than an accountmg audlt In can be a useful tool in
assessing social responsibility. ' - |

‘Many organizations now require current and new employees to read thezr guidelines or code of ethics
- and then sign a statement agreeing to abide by it. An organization should also evaluate hiow it responds
to instances of questionable legal or ethical- conduct. Does it follow up' immediately? Does it punish.
those involved? Or does it use delay and cover-up tactics? Answers to thee questions can help an
organization form-a picture of its approach to social responsibility. |

* Additionally, some organizations occasionally conduct corporate social audits. A corporate social
audit is a formal and thorough analysis of the effectiveness of the firm’s social performance. The audit
18 uaually conducted by a task force of high-level managers from within the firm. It requires that the
organization clearly define all its social goals, analyze the various goals, and make recommendations
about Whth areas need addmonal attention. Unfortunately, such audits are not conducted often

,because they are expensive and time consuming. Indeed, most organizations probably could do much
. more to evaluate the extent of their social resmns:bxhty than they do. b -



Social Responsibility of Business

4.13 Social_ Responsibility as an Investment

Some busmexspel sons or ther; appointed management consider social responsnblhty as a botheratmn
pushing them to incur avoidable costs. But researchers found that carefully planned reasonable amount
of costs for social wspons;blllty if not dzrectly., brings more benefits to the busme:,s as a prof table

mvestment

A. Relative Benefits From Acceptmg Social Re5pon51b1hty ek
Business by pmwdmg various social benefits to different interest groups incur substantial amount of

costs. But the corresponding benefits both qualitative & financial that arelikely to be obtainable i n
return from these interest groups of people wxll more than offset the costs mcurred This can be seen

from the table provided as under: ..

* . Table A

. ‘ .

Social Benefits and C‘orrespondmg Financial Beneﬁts and Costs

t To .
General Pub‘li‘c

Central and state taxes
paid

£ | e e | | Corresondm Financial
' Social Benefits | Benefits |

- Costs

| Central and state services (e. g.
| law enforcement, public health, |
education) not required to be |

bought by compan

Knowledge created

bl

Tax worth of net JDbS
created .

Increased technical etﬁucncy
& = competitiveness,  'thus
reduced sales and productlon
ccssts

| Community services not

required to be bought by
company

Decreased recmiti n‘g and

selhng COStS =

Cost of taxes paid

]

Cost of predicting ] '
knowledge rmt pald by
clients

Cost of taxes paid

Costs of lmprovemems

| -

| To | Taxes paid
Local ‘
Community iy
| Environmental
i -5 | improvements |
Local tax worth of net
jobs created |
- To - Employee fringe
Emlo-yees | -i benefits.
| : Career advancement
- (more pay for more
1 responsibility and
* + | productivity)
“ | Increased valug of
~ property beyond cost
(in some cases) .
e 1 Added value of services
| Consumers | and products supplied

market price (consumer
surplus)

- | Increased productivity per

- to chents beyond their

Increased labor capacny
reducing selling and somenmes
productmn costs -

Increased morale and
productivity, reduced turnover

i ———

lncreased wntmgem hablllty
of unemployment insurance.
and employee termination
costs if over staffed
Overheud COSLS

__—-‘-.--_——'-—-'“"IJ

- | payroll umt

Reduced

sales costs and
increased  future  revenues
(customer  good ~ will),
reputation and  associated |

reduced cost of recruitment

{

Increased direct labor costs
per capita ’

. . . -.. |
Opportunity costs of 1
providing consumer surplus
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B6 - | Business Ethics

- Guidelines Provided by Hadiths S
5. Allah’s Messenger (SM) said, "A prostitute was forgiven by Allah, because, passing by a panting dog near &
well and seemng that the dog was about to die of thirst, she took off her shoe, and tying it ufith her he_zidi-cover
she drew out some water for it” So, Allah forgave her because of that. Sahih al Bukhari

0. "-------- il any person constructs a sewer near to a water channel, and the dirty water from such sewer flows
into the channel and causes great injury thereto, and no other way can be found to remove such injury than
by closing 1t. the sewer shall be closed. * Al Majallah | e e

ANy person may water his lands form rivers which are not owned in absolute ownership by any panit::ular
person. and. in order to irrigate them and to construct mills, may open a_rfanal or water channels. provided
that he does not thereby inflict injury on any other person. Consequently, if the water over flows and causes
injury 1o the public. or- the water of the river is entirely cut off, or boats cannot be navigated, such Injury
must be stopped. Al Majallah | | s

8. The Prophet (SM) said. * The one who looks after and works for a widow and for a poor person. is like a

warnior fighting for Allah’s cause or like a person who fasts during the day and prays all the night.

-.‘_J

| Sahih al Bukhari

2. "S0 we to the worshippers who are neglectful of their prayer those who (want but) to be seén but refuse (to
supply) even neighborly needs.” g

s 2 (107:4-7)

Some of the indications are , |

i1} Mushim businesses should give to the poor from what is wholesome and earned in a hala
~ manner. ; s |

i} All partners to be fair and to avoid cheating one another.

i1} Hoarding and monopolies are discouraged in Islam to save society from ills of scarcity & undue

high prices. | _ = |

v Businessman while giving sadaqah should do so Jrom the best lot not from the leftovers o

spotled goods that he would never consider using himself, |

Ivi  To avoid any future misunderstanding, Allah has enjoined us to put contractual obligation in
' writing, S e |

Ivi] A business man should negotiate a fair price, and not take advantage of one’s bigger size o
clout. | f | a S S i |
[V} Merchants are prohibited from interfering with the free market system through a specific type of
> brokering because it may lead to-price inflation. ' | e
~ivin] No profits can be distributed until all losses have been written off and the equity of the venture
- capnalist has been fully restored. | | S
l1x]  Customers or businessmen experiencing hard times or Incurring unexpected disbursements may
be allowed. Qard Hasan a “benevolent loan.” e i

[x] A person should help another only in good actions and not in bad action prohibited by Shariah.

(xt] All transactions should be performed in good intentions, not to harm others.

(xti] While making business transaction guard against usury, interest causes many social ills hence
prohibited and must be avoided. ‘

415 Check Jist of Wide Range of Social Responsibility in Business

Business organizations work in the society in order to earn profit and hence they should discharge
»ame responsibilities to the societies in return Expected actions may reasonably inciude the following

Social involvement of the business enterprises expected to be developed over time may be listed as
under: > - “ o ‘ | '

e

_Ecology and Environmental

Quality

Mil;arities and Disadvanlt#éqeﬁ’_e[sr:ﬁs ,_ :_ = '
| FAL A— &-1 I




Social Responsibility of Business . _ =

e R E e o
.

1. - Cleanup of éxi&ting'pollution 1. Training of hard-core unemploycd . |
2. Design of processes to _prevent | 2. Equal' employment opportunity and quotaa l
~ pollution ~|. .  for minority employment 1;
3. Aesthetic lmpmvemems ' 3. Operation of programs for alcoholics and
4. N()lsg. Lontrol - = dmg addicts !
5. Dispersion of industry | 4. Employment of pcrsons with pnsun records
6. Control of land use 5. Building of plants and offices in_minority
7. Required recyc,lmg " areas sk
Consumerism ~ 6. Purchasing from minority businessmen
|. Truth in lending, in advertising, | 7. Retraining of workers displayed by
and in all business activities ~ technology. _ : }
2. Product warranty and services | Labor St = |
3. Control of harmful products ¥ -Improvement of occupational health and |
Community Needs | safety = '

. Use of business expertise and
community problems |

2. Reduction of business’s role m
community power structure
3. Aid with health care facilities
| 4. Aid with urban renewal
Governmental Relations :
1. Restrictions on lobbying

2. Prohibition of “‘export of jobs” thmugh !
operation in nations with low labor costs. j
3. Provision of day-care centers for children nf |
~ working mothers
4. Expansion of employee rights__
- 5. Control of pensions. cspcuallv xcalmh of
~~ pension rights. |
6. Impatience mth authoritarian structure:

—— —— e LR

_ groups

2. Prohibition of operations in nation with
“racist” or “colonial” governments. |
 Improvement of financial disclosure |
Disclosure of activities affecting the |
environment and social issues.

...._..—-—-——-—-—-—-—-—d—-——-—l-———-‘-i

2. Control of business political action | . i T vl el
3. Extensive new regulation of a5 lpa o

Kusinass = | | Stock holder Relations : 5_

4. Restrictions - -on international 1. Opening for boards Ut directors to public ;

~ operations ' = = ~_members representmﬂ various interest |

Busmess Giving | |

1. Financial support for artistic
getrviies -

2. - Gifts to education | .

3. Financial support for assorted

charities |

™

o

4 16 Summmg Up

1. The Meanings of Soual Respansrbzhty e |
Dehmnom of social respons:blhty are NUMErous and can be classmed into three categories:

[1] Social responsnblltty as Social obligation - accnrdmg to this view, a company 1§ mcmlly responsible
only when it pursues a profit within the constraints of law as imposed by society.

[11] Social respons:bthly as social reaction — defines social respms;b:hly as an organization’ S rea...uon to
society’s.expectations for business behavior which extend beyond providing goodu and services. |

[iii] Social responsibility as social responsiveness - views social ‘responsibility as anticipatory and

- _preventive rather than reactive and restoralwc behavior; that is, actions that go beyond sociul
~abligation and suudl reaction. —
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Slmrt Questlons

~ What does social responsxblhty of busmcss refers te" '
. How recent view-of social responsibility is d:fferent from modern wew?
‘What is a socially responsible firm? = |
~ Define social responsibility with some references.
- What are the responsibility of society to busmess‘?
- Elucidate the economic model for social respons&blhty
Mention the dimension of social behavior (}f busmcss
Develop a social responsibility scale.
How business and government influences each 0ther7
Who are the beneficiaries of social respans:brlmcs" | . =
~ Explain in your own words what is meant by social respanub:hty Do you agrec"’ Explain.

What 1s social respmsibilny" Why IS it 1mp0rtant fﬂr business to act in a soc:lally responmble
manner? = ~ 1 :

. Do ycu thmk wcxal responsnbxhty is worth thc c.ost‘7
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