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Exercise 7.3
Assessing Ethical Capital in Organisations
Class Exercise 
Use Table 7.4, 7.5 and Figure 7.3 assess and place different organisations in terms of their levels of ethical capital along the spectrum:

Eden Project			Ben & Jerry’s			Social Enterprise Alliance
Nike				Lloyds Bank			FC United of Manchester
Google				Grameen Bank			Manchester United plc
Wal Mart			Greenpeace 			International Federation of Red Cross
Timberland  			Oxfam 				Co-Operative Group

Compare and discuss your differences of opinion.
Teaching Notes
· Consider if this model is useful and improves upon existing social capital theory.  
· One point to consider is that Alter’s model is based upon notions of sustainability and equilibrium.  Fundamental to her thinking is the ability to reach equilibrium between economic and social decisions.  The question is, how useful is this notion in practice?  
· Also consider the implications of her model. Where is environmental sustainability? Is the notion of ‘superior’ or ‘higher level’ ethics contradictory? 
· The issues are far from clear: much thinking about business is underpinned by the notion of profit, which needs rethinking in order to deal with environmental and social problems. But does this mean that, in practice, those in the private sector are less moral than those from social enterprises? Is it ‘moral’ to run a business that is economically unsustainable?

Table 7.4, 7.5 and Figure 7.3 are reproduced on the next page.
Figure 7.3 - Ethical Capital and Alter’s Sustainability Equilibrium


Table 7.4 & 7.5 - Levels of Ethical Capital
	Level 1 
	Passive unintended moral agency – accumulated through Adam Smith’s ‘invisible hand’ of the free market – where the accumulation of wealth and distribution achieves some level of ethical capital, such as through rising living standards. However, the core belief and responsibility is managing an organisation to maximise financial profit.
Machiavellian ethics moderated by rational self-Interest

	Level 2
	Passive, intended moral agency – accumulated through following the rules of the game, obeying the codes of conduct in the norms and customs of society, operating without deception or fraud (for example; regulations set by governments and local authorities). This rule following behaviour achieves the lowest intended moral code.  Bull et al (2009) describe this level as the bottom end of Corporate Social Responsibility – ‘Good must be done for reason of profit’ Friedman (1970/1993).  Hence, it could include more consideration of the environment so long it is profitable to do so.
Rational self-interest evolves into deontological ethical standards

	Level 3
	Active, intended moral agency and the creation of ethical capital. Bull et al (2009) describe this as organisations at the top end of the Corporate Social Responsibility spectrum: Café Direct; Divine Chocolate and organisations that go beyond the minimum rules of market morality. Hence, profit is an outcome of ethical thinking linked to market opportunities.
Deontological norms subjected to utilitarian ethical reasoning

	Level 4 
	Active, intended moral agency that moves beyond Corporate Social Responsibility to actively create social capital through ethical trading and management practices.  Examples include the Mondragon Cooperative Corporation (see Chapter 2) and Grameen Bank (see Chapter 5).  Profitability is an important but secondary goal, a by-profit of ethically informed action that accelerates the conversion of social capital into economic capital that is distributed to advance equity and solidarity.
Utilitarian goals contextualised and localised using situational ethical reasoning.

	Level 5
	Active, intended moral agency that subordinates entrepreneurship and business activity to the creation of social and ethical capital using the highest level of ethical reasoning.  Business practices are culturally sensitive and grounded in situational reasoning.  Profitability is acceptable only for a social purpose, and both social and economic capital are placed at the disposal of a democratically accountable polity that considers community benefit.  Capital is used to foster a tolerant, culturally diverse and socially cohesive economy that is responsive to civil society.
[bookmark: _GoBack]Utilitarian goals contextualised and localised using both situational and cultural reasoning.
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