
University of Biskra 

Faculty of Economics, Commerce and Management Sciences 

Department of Management- Master 2nd Year 

Module : Digital Entrepreneurship 

Dr. DJOUDI Hanane 
 

 

Course 7: Digital ethics 

 

1.The Digital Shift in Ethical Responsibility 

1.1 Defining Digital Ethics 

Digital ethics is a branch of ethics that addresses the moral principles and values that guide the 

responsible design, development, deployment, and use of digital technology and data. For 

entrepreneurs, this goes beyond mere legal compliance; it is about building trust as a core business 

asset. 

Key Distinction: 

• Business Ethics: General moral principles governing business conduct (e.g., honesty, 

fairness, integrity, corporate social responsibility). 

• Digital Ethics: Focuses specifically on the behaviors, norms, and consequences related to 

the use of digital mediums, tools, and data. 

1.2 Why Ethics is a Strategic Imperative 

In the digital world, ethics is not a luxury or a compliance checklist—it's a foundation for sustainable 

competitive advantage. 

Ethical Action Strategic Benefit Risk of Ethical Failure 

Transparency in 

data use 

Builds customer trust and loyalty (Source: 

Business Case Studies) 

Massive reputational 

damage and loss of market 

share. 

Fairness in 

algorithms 

Avoids costly algorithmic bias and 

discrimination lawsuits. 

Legal fines (e.g., GDPR, 

CCPA) and non-

compliance penalties. 

Proactive Ethical 

Design 

Attracts ethically conscious investors who look 

for costly, preventative pro-ethics actions 

(Source: Boston University Law). 

Erosion of trust from 

regulators, the press, and 

the public. 

Strong Data 

Security 

Protects the company from data breaches and 

theft of valuable IP. 

Lawsuits, forced closure, 

and inability to raise future 

funding. 

2.Core Principles of Digital Ethics (T.A.F.P) 

These four principles—often cited in research on digital business ethics—should guide every 

entrepreneurial decision regarding product development and data handling. 

2.1 Transparency 

• Definition: Being open and honest about how technology operates and how data is collected, 

stored, and used. 

• Entrepreneurial Application: 

o Clearly and simply explain the data-use policy to users (avoiding dense legal jargon). 

o Be open about the use of AI/algorithms in decision-making (e.g., "Why did I see this 

ad/price?"). 

o Dark Patterns: Avoid deliberately manipulative UX elements designed to trick users 

into unwanted actions (e.g., making it intentionally difficult to unsubscribe)  

2.2 Accountability 

• Definition: Having clear mechanisms to hold individuals and organizations responsible for 

the outcomes and impacts of their digital systems. 

• Entrepreneurial Application: 

o Establish clear lines of responsibility for algorithmic errors or data breaches. 
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o Implement auditable logs and decision-making trails for all major automated systems. 

o Ensure there are avenues for recourse for users harmed by the service. 

2.3 Fairness (Mitigating Bias) 

• Definition: Ensuring that algorithms, data collection, and digital products do not unfairly or 

systemically discriminate against specific demographics or user groups. 

• Entrepreneurial Application: 

o Actively audit training data for historical, societal, or representational bias before 

using it to train models. 

o Conduct impact assessments to understand the socioeconomic consequences of your 

AI solution on all stakeholders, especially vulnerable groups. 

o Example: A hiring algorithm that penalizes candidates who attended a women's 

college due to historical data bias. 

2.4 Privacy and Data Ownership 

• Definition: Respecting the individual's right to control their personal information and 

ensuring robust security to protect it. 

• Entrepreneurial Application: 

o Informed Consent: Users must understand the implications of their data usage, not 

just agree to generic terms. 

o Data Minimization: Strive to collect the minimum viable amount of data necessary 

to deliver the intended value. If possible, use de-identified or anonymized datasets. 

o Ownership: An individual has ownership over their personal information. Collecting 

it without explicit, informed consent is unethical. 

3. Ethics in the Startup Lifecycle (Ethics by Design) 

Digital ethics should be embedded into the product design from the ideation stage, not bolted on 

reactively. This is known as "Ethics by Design." 

3.1 Ideation and Problem Validation 

• The Intentions Check: Before collecting any data, ask: "Why do we need this data? What do 

we gain? What is the honest intention?". If the intention is malicious or unnecessarily invasive, 

pivot. 

• Stakeholder Analysis: Identify all stakeholders (customers, employees, society, 

environment) and predict the short-term and long-term impact on them. Consider unintended 

consequences. 

3.2 Development and Testing 

• Bias Mitigation: Include employees and experts trained in unconscious bias to review data 

and algorithms. Investors reward startups that take costly preventative pro-ethics actions like 

this. 

• Privacy Engineering: Implement security measures like dual-authentication and data 

encryption as a default, ensuring privacy is built into the architecture. 

3.3 Go-to-Market and Growth 

• Transparent Communication: Be radically transparent with your users. Companies like 

Buffer, who disclosed salary and revenue structures, demonstrate "ethics as an operating 

system”. 

• Ethical Marketing: Ensure product capabilities are not exaggerated and marketing claims 

are factually correct, protecting both the customer and the company's reputation. 

•  
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Case Study: The Attention Economy Dilemma 

• The Conflict: Many platform-based startups (e.g., social media, content aggregators) are built 

on the Attention Economy model, where revenue is directly linked to maximum usage time 

and ad impressions. 

• The Ethical Challenge: This creates a structural conflict of objectives. The business is 

incentivized to use manipulative features, 'sticky' design, and even algorithmic radicalization 

to keep users engaged, often at the expense of user well-being and mental health. 

• Discussion Question: If your startup's core revenue model is based on maximizing user 

attention, what specific ethical principles (T.A.F.P.) are most at risk, and what alternative, 

ethical business model could you pitch to investors to achieve sustainable growth? 

Case Study: Algorithmic Bias in AI Hiring Tools 

The Scenario: The Start-up 'Talent-Flow' 

A cutting-edge HR tech startup, Talent-Flow, develops an AI-powered resume screening tool 

designed to help fast-growing companies manage thousands of applications. The goal is to maximize 

efficiency by filtering resumes and assigning an "Candidate Quality Score" (CQS) based on 

predicting job performance. 

The System's Design: 

1. Training Data: Talent-Flow trains its AI on ten years of historical hiring data (resumes 

and performance reviews) from its large, flagship client—a multinational tech firm. 

2. The Algorithm: The model is an advanced machine learning classifier that identifies patterns 

correlated with high-performing employees from the historical dataset. 

3. The Outcome: The system is launched and successfully reduces the client's screening time 

by 75%. 

The Ethical Problem Emerges 

After six months of use, the HR team notices a disturbing trend: 

• The AI is consistently giving lower CQS scores to resumes that mention women's colleges, 

non-traditional career breaks (e.g., maternity leave), and specific minority community 

organizations. 

• A subsequent internal audit reveals that the historical data used for training was heavily 

skewed toward male applicants from a few elite, specific-gender universities, reflecting the 

historical bias of the company, not the potential of the applicants. 

• The AI simply learned and amplified the historical discrimination present in the training 

data, effectively automating bias. 

Analysis Through the Digital Ethics Principles 

Let's analyze Talent-Flow's failure using the T.A.F.P. framework: 

1. Fairness (The Core Failure) 

• The Breach: Talent-Flow failed the principle of Fairness by not auditing the training data for 

bias. The algorithm was not designed to be objective; it was designed to replicate past 

decisions, which were themselves biased. 

• The Impact: The system is now actively discriminating against qualified candidates, 

violating equal opportunity principles and potentially exposing both the startup and its client 

to legal challenges and reputational damage. The founder failed to conduct an Impact 

Assessment before deployment. 

2. Transparency (The Hiding Problem) 

• The Breach: Because it is a complex machine learning model (often a "black box"), the AI's 

decision-making process is hard to explain. 

• The Impact: When a candidate is rejected, neither Talent-Flow nor the client can easily 

provide a clear, non-discriminatory explanation for the low CQS. This lack of transparency 
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erodes trust and makes it impossible for candidates to seek recourse (a core element of 

accountability). 

3. Accountability (The Responsibility Void) 

• The Breach: Who is accountable? Is it the data scientists who provided the biased data? The 

engineers who wrote the model? The CEO who approved the product launch? Without clear 

internal ethical guidelines and audit trails, accountability is diffuse. 

• The Impact: The startup failed to establish a clear Auditability mechanism. They cannot 

easily trace which specific data points or features led to the discriminatory outcome, making 

a quick fix impossible. 

The Entrepreneurial Challenge: How to Fix It? 

If you were the CEO of Talent-Flow, facing immediate public backlash and the loss of a major client, 

how would you respond using the "Ethics by Design" approach? 

Short-Term Actions (Damage Control & Mitigation): 

1. Stop the Bleeding: Immediately pause the service until the model is fixed. Attempting to 

run a known-biased system is unethical and legally indefensible. 

2. External Audit: Hire an independent, external ethics and fairness auditor to review the 

data, code, and methodology. 

3. Candidate Recourse: Establish a clear, non-automated process for candidates who believe 

they were unfairly screened to have their resume reviewed by a human. 

Long-Term Actions (Ethics by Design Redesign): 

1. Data Re-engineering: Instead of using raw historical hiring decisions (the outcome of bias), 

retrain the model on measurable performance indicators (e.g., project completion rates, 

peer reviews) and actively remove protected class features (gender, name, college) from the 

input data (Source: HBS Online). 

2. Constraint-Based Design: Implement algorithmic constraints to mandate fairness. For 

example, program the system to ensure that the proportion of high CQS scores given to male 

and female applicants cannot deviate by more than a set percentage. 

3. Ethics-First Culture: Integrate a Digital Ethics Officer or a dedicated cross-functional 

ethics review board into the product development process, ensuring ethical review is 

mandatory before any major feature release. 

4.The Ethics of Manipulation: Dark Patterns 

4.1 The Attention Economy: A Structural Ethical Conflict 

The Attention Economy is an economic system where companies compete for and commodify human 

attention. For platforms built on advertising or subscription models (like social media, news sites, and 

e-commerce), maximizing user engagement is the core business objective. 

• The Conflict: The business objective (maximize usage for ad/data revenue) structurally 

conflicts with the user's objective (efficiently complete a task, protect privacy, maintain well-

being). 

• The Tool: Dark Patterns are the tactical weapons used by designers and product managers 

to exploit cognitive biases and limited attention spans to meet the business objective at the 

user's expense. They are designed to bypass user agency and force an outcome that benefits 

the company. 

4.2 Taxonomy of Common Dark Patterns 

Entrepreneurs must recognize these patterns to actively avoid them. They violate the principle of 

Transparency and undermine User Control. 
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Dark Pattern Description Example (The Unethical 

Tactic) 

Ethical Principle 

Violated 

Roach Motel Easy to get into a situation 

(e.g., subscribing), difficult 

to get out (e.g., canceling). 

A one-click sign-up, but 

cancellation requires a 

phone call during business 

hours, followed by three 

screens of "Are you sure?" 

Transparency, 

User Control 

Confirmshaming Uses guilt-inducing 

language to pressure users 

into opting into a service or 

offer. 

Declining a newsletter 

shows a button that reads: 

"No thanks, I hate saving 

money." 

Fairness, 

Respect for 

Autonomy 

Sneak into 

Basket 

Adding extra, unwanted 

items or services to a user's 

shopping cart during the 

checkout flow. 

A pre-checked box at 

checkout that adds an 

"extended warranty" or 

"travel insurance." 

Transparency, 

Fairness 

Forced 

Continuity 

Charging a user after a free 

trial ends without adequate 

warning or an easy way to 

cancel. 

A seven-day free trial that 

immediately begins 

charging a high monthly 

fee on Day 8 with no 

reminder. 

Transparency, 

User Control 

Privacy 

Zuckering 

Tricking users into publicly 

sharing more personal data 

than they intended through 

confusing language or 

interface design. 

The "Accept All" button is 

bright green, while the 

"Customize Settings and 

Decline" link is tiny and 

grey. 

Privacy, 

Transparency 

5. The Legal and Financial Risk 

This isn't just a moral lesson; it’s a lesson in risk management. Regulators are increasingly targeting 

Dark Patterns. 

5.1 Regulatory Scrutiny 

• Europe (GDPR & DSA/DMA): The General Data Protection Regulation (GDPR) and the 

Digital Services Act (DSA) explicitly target Dark Patterns, especially those that obtain non-

informed consent for data processing. GDPR mandates that consent must be "freely given, 

specific, informed, and unambiguous." A manipulative interface violates the "freely given" 

standard. 

• United States (FTC & CCPA): The Federal Trade Commission (FTC) views Dark Patterns 

as unfair or deceptive practices. States like California, through the CCPA (California 

Consumer Privacy Act), have taken action against companies using confusing opt-out 

mechanisms for data selling. 

• The Cost: Legal fines for dark patterns can be severe, especially under GDPR, where 

penalties can reach 4% of global annual turnover. Reputational damage and loss of 

customer lifetime value far exceed any short-term conversion gains. 

6. Ethical UX Design: The Entrepreneur's Solution 

The ethical entrepreneur uses a framework of Ethical UX Design (also known as Fair Patterns) to 

ensure their product is sustainable, trustworthy, and legally sound. 
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Guiding Principles for Ethical Design 

The Ethical UX approach is a direct application of the T.A.F.P. principles to the user interface: 

Ethical Principle Ethical Design Action (Fair Pattern) 

Transparency 

First 

Clear and Simple Language: Use plain language to explain all terms and 

data usage. 

Respect for 

Privacy 

Equal Choices: The "Accept All" and "Reject All" (or "Decline") buttons 

must have equal visual weight (same size, color, and prominence). 

User Control Symmetrical Friction: Make it as easy to stop a service (cancel subscription) 

as it was to start it (sign up). 

Fairness No Hidden Costs: Show the full and final price (including taxes and 

shipping) on the product page or cart—before the final checkout step. 

Accountability Honest Defaults: Never use pre-checked boxes for anything that grants the 

company additional rights or charges the user money. 

7. Data Privacy and Global Regulation: The Cost of Compliance 

7.1 The Rise of Data Sovereignty 

Data sovereignty is the principle that data is subject to the laws and regulations of the country in 

which it is collected and processed. Driven by major breaches and misuse of personal information, 

countries worldwide are shifting the power from the collector (the company) back to the individual 

(the user). 

For entrepreneurs, this means that "move fast and break things" is no longer a viable strategy for data 

handling. Compliance is a global, continuous operating expense. 

7.2 The Pillars of Global Privacy Law 

Two frameworks define the global standard for data protection. Your startup must adhere to these if 

you serve customers in these jurisdictions. 

A. The General Data Protection Regulation (GDPR) - EU 

GDPR is the gold standard for data protection, focusing on the rights of the individual (the data 

subject). 

GDPR Pillar Entrepreneurial Action Required Digital Ethics 

Principle 

Lawful Basis for 

Processing 

Data must be processed based on one of six lawful 

reasons (e.g., explicit consent, contractual 

necessity). Consent must be granular. 

Transparency, 

Privacy 

Right to Erasure 

("Right to be 

Forgotten") 

The user has the right to demand all their personal 

data be deleted if there is no compelling reason to 

keep it. 

Privacy, 

Accountability 

Data Minimization Collect only the data that is absolutely necessary 

for the specific, stated purpose. Delete it when it 

is no longer needed. 

Privacy 

Data Protection 

Impact Assessment 

(DPIA) 

Required for processing that is likely to result in a 

high risk to individuals' rights (e.g., large-scale 

surveillance, AI profiling). 

Accountability, 

Fairness 

Accountability The company must be able to demonstrate 

compliance (keep records of consent, data 

processing activities, etc.). 

Accountability 

B. The California Consumer Privacy Act (CCPA/CPRA) - USA 

The CCPA and its amendment, the CPRA (California Privacy Rights Act), grant residents of 

California specific control over their personal information. 
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• Key Right: The Right to Opt-Out of Sale: Unlike GDPR, which focuses on consent, CCPA 

gives consumers the right to opt-out of the "sale" or "sharing" of their personal information to 

third parties. 

• Actionable Compliance: Your website must have a clear and conspicuous link that says "Do 

Not Sell or Share My Personal Information." The link cannot use Dark Patterns to confuse 

the user (Source: California Attorney General). 

7.3 Privacy by Design: The Mandate for Startups 

The core ethical and legal requirement across all modern data laws is Privacy by Design (PbD). This 

concept mandates that privacy and data protection are integrated into the entire system, from the 

initial concept stage to the final deployment. 

PbD Principle What it Means for Your Startup 

Proactive, Not 

Reactive 

Address privacy before the system goes live, not after a breach. 

Privacy as the 

Default 

The highest privacy settings should be the default choice for the user (e.g., 

location tracking is OFF unless the user explicitly turns it ON). 

End-to-End Security Ensure data is secured throughout its entire lifecycle: collection, storage, 

processing, and disposal. Use encryption (both in transit and at rest). 

Visibility and 

Transparency 

Keep the system and process open and visible to data subjects and auditors. 

Users should be able to see exactly what data is held about them. 

Case Study Discussion: The Free App Trap 

• The Scenario: A new mobile gaming startup offers its app for free. The app's core feature 

doesn't need location data, but the company secretly sells aggregated location data to a third-

party advertising network to monetize the app. The consent is buried in a 5,000-word Terms 

of Service document. 

• The Ethical/Legal Breaches: 

1. GDPR Lawful Basis: Consent is not "informed" or "specific" (violates 

Transparency). 

2. Data Minimization: Collecting and selling location data is not necessary for the 

game's core function (violates Privacy). 

3. CCPA Opt-Out: If the company serves California users, it is illegally "selling" data 

without providing the clear "Do Not Sell" option. 

Ethics as a Business Enabler 

For entrepreneurs, digital ethics, especially concerning privacy, is no longer optional. Proactive 

compliance is a form of future-proofing and a powerful differentiator. Trust is a non-renewable 

resource; once lost through a privacy scandal, it is incredibly difficult to regain. 

 


