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Factors affecting Business Ethics

A variety of factors are responsible for the operation of business ethics:

1.

Leadership: Business is all about the interaction of customers, suppliers, employees,
financiers and managers. Greater the effectiveness of interaction, higher is success
of business. An effective leadership is very much required for the success of
business.

Bill George says, “There is no conflict between serving all your stockholders and
providing excellent returns for stockholders. In the long-term, it is impossible o
have one without the other. However, serving all these stockholders groups
requires discipline, vision and commicted leadership.” If a leader is strong and
follows good skills, he will artain success in his goals.

A value-based leader can lead others on the basis of sound values and effective
processes. The ethical leader frames actions in ethical terms. According to the
cthical leader, leadership is a fully ethical rask.

For example, Johnson and Johnson responded to the Tylenol incident afier it held
a series of challenge meetings all round the world.

Above all, the ethical leaders search best people 2nd develop them.

Strategy and Performance: Ethics is closely related to the strategy followed by che
business organizations. An ideal strategy should not be limited to generating
revenue only. It should take into account the ethical values engendered by the
proposed decisions.

Corporate governance is the formal system of accountability and control of ethical
organisational decisions involving the use of resources. Business ethics and
accountability are given a reasonable importance in the board of directors
mectings. Accountability for organisational decisions begins with a strategic
mission and vision,

An effective board of directors serves as a type of insurance against the business
cycle and fluctuations of the economy. Many investors believe in the stockholder
model of corporate governance. A stockholder model follows a surategy of social
investing in terms of which social and ethical criteria are integrated in investment
decisions. '

Environmens: Business ethics is also influenced by the type of environment in
which a business organisation is situated. There are two aspects of environment,
namely external and internal. Internal environment refers to all aspects like vision,
mission, power structure and other related matters. External environment refers to
elements which are ouwide the organisation like government policy, monetary
policy, fiscal policy, general economic conditions and labour standards. These
factors influence business ethical practices.

Corporate Culture: The corporare culture varies from company and time to time.
It all depends on the nature of leader; the competition should be healthy, based on
fair rules. A good corporate culture should take care of the interests of all the
stockholders. It should take care of the customers and employees.

Culture is a body of learnt belicfs, traditions and guides for behavior among the
members of an organisation. Corporate culture includes norms, physical setrings,
modes of dress, special language, rituals, heroes and stories.
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Islam suggests three canonical elements, namely, faith (Imam), practice {Islam} and virtue
(Thsan). Religion covers all the areas of human behaviour like what is required, permitred,
discouraged and forbidden. In modern days, religion shows compassion to other religions
and considers the welfare of humanity.

Buddhism discourages too much desire and its natural results of unlimited suffering. It
states that suffering arises from a discrepancy between desire and acruality. Buddhism has
suggested an Eighefold path which can be incorporated in any scheme of business
operations. These are right views, right intention, right speech, right action, right
livelihood, right effart, right mindfulness and right concentration. Mahayana Buddhism
stresses on ethics of comparison for all living things, which forms two bases of social
society, measures and social responsibility of business.

% Cultural Experience

Culture refers to a system of learnt values and norms sharéd among a group of people.
Chulture constitutes a design for living,

Values refer to abstract ideas about the good, the right and desirable.

Norms indicate the social rules and guidelines which determine appropriate behavior in
specific situations.

Mores are the norms central to functioning of social life. Violating mores bring serious
tetribution.

There are various determinants of culture namely economic philosophy, politcal
philosophy, social structure, religion, language and education.

If the social structure is well-organised, the cultural standards are high. High mobility can
promote better culture. If language promotes communication, the culture is bound to be
progressive.

Basic values are developed only from culture. The cultura) norms and values promote
ethical business practices. Morals are extended to business too. Fair practices such as
fairpricc, consumer care and after sales service are the results of positive cultural
experience.

In the context of globa]tsatmn business firms are interested in the basic values of human
enrichment to protect the interest of various stockholders.

% Philosophical System

Philosophy is the study of nature and meaning of existence. A philosopher is a person
whose mind is not troubled by passions and hardships. He lets reason govern his life. Old
Epicurean philosophy taught that pleasure was a good thing; later on the philosophers of
both the East and West opposed this view and strongly suggested that one should be
indifferent to pleasure or pain.

Opinien polls place business people in lower esteem than politicians. Mere than
60 percent of people feel thar recognition of corporations is necessary to protect the
public. Investors are obsessed with the lies, greed and accounting. Scandals have engulfed
big and small companies, eroded the markets and confidence of the investors. Because of
frauds, an organisation on an average loses T 500 per day.

Philosophy is not a mere anti-business sentiment. Philosophy gives gu:dehncs and frames
the scope of ethical activities. Modern philosophy suggests integrity. Integrity suggests
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Assignment

Despite the ill effects of tobacco-related products waking « tall of lives every year and the
government expenditure to facilitate/increase the medication facilities to cure cancer and
other deadly diseases, do you think it is justifiable in any manner to continue the use/sale
of tobacco products in India?

In lighc of your argument(s):
o What is your definition of business ethics and social responsibilicy?

] What could be the factors that government has not been successful ro ban the
use/sale of such products?

. What strategies would you suggest to address this issuc?

Reference Books

Miceal Vivek (200771, hustoess Envivoneur, Lxcel Books.
Bedi Suresh (2006), Bustnei: Environment, Excel Books
Mishra, Puri (2000) Eronemic Environrucit of Business, Hunalaya Publications House.

Spiro George W. (1993). The Legal Environment of Business, Englewood Ciiffs,
NI Prentice Hall.

Starling, Grower (1996), The Changing Environment of Buséness. Cincinnati, OH, South
Western College Publishing

Weidenbaum, Marray L. (1999), Business and Governn.ent in the Global Market Place,
Upper Saddle River, NJ Prentice Hall.
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Learning Activity

Conducr a survey on “Should ethics be taught in business schools?” among chirty
people—ten students, ten faculty and ten public. Analyse the results and offer
suggestions.

Keywords

Ethies: A system of moral principles, rules and conduct.

Culture: A system of learnt values and norms shared among a group of people.
Philasophy: The study of nature and meaning of existence.

Etigueste: The rules and conventions governing correct or polite behavior used in sociery.

Directive Principles: Added by 42nd Amendment, they are the suggestions ro the Govr.
about their objecrives 1o be achieved.

Secial stratification: lt can be described as perceived hierarchies in which consumers rate
others as higher or lower in social status.

Disposer: A family member(s) who initiates or carries out the disposal or discontinuation
of a particular product or service.

Stakeholder Theory: A model of Corporate Social Responsibility that argues thar

business's social responsibilities extend nor just to stockholders, burt to other stakeholders.
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9.

10.

There should be adequate amount of natural light in areas of production. If natural
light is not available, artificial light has to be provided.

The workers should be provided with all the safety measures like helmets, gloves
and shoes. The warkers should be strongly educated on the importance of safery in
work place. Moreover, strict action has to be taken against those who violate these
safety measures. The first aid facilities have to be provided to the wockers.

Harassment in any form has to be avoided.

Expleitation in any form has to be avoided. The management should treat the
employees as stakeholders. The legally prescribed wages have to be administered
and incentives have to be offered to the workers.

A humane and decent treatment of the workers can improve the morale of the
workers and this will improve the overall productivity of the industry.

Constant and continuous training has to be provided ta the labourers so thar they
can understand and adapc the latest trends in production and technology.

Above all, the workers have to be strongly mativared to improve the qualiry
standards of goods and services. Quality is the key for the global competition in
modern times.

*+ Supply Chain Management

Supply chain management refers to total materials management. Modern management is
concerned right from the management of raw materials or components to the final supply
of goods and services to the customers. This includes procuring, processing transporting
and storing of raw materials and goods.

The supply chain management has an impact on different important aspects such as
finance, quality, production, timely supply, cost and customer care,

The India Insutute of Materials Management (IIMM) has given the following ethical
guidelines:

L.

In dealing with all transactions, the interest of the organisation has to be taken into
account.

Maximum benefit for each rupee of expenditure has to be realised.

There should be honesty and truth in all transactions connected with buying and
selling.

Prompt action should be aken in case of any complaint or enquiry from the
cuscomers.

There should always be courtesy and care in all dealings with the customers,
suppliers and other stakcholders.

¢ Ethical Guidelines in Purchase

i
2,
3.
4

The trade enquiries should be simple and easy 1o understand by the suppliers.
The drafts should be written without bias.
Prompt payment after the delivery should be the pracrice.

The confidential matters of the company should not be revealed to the suppliers
directly or indirectly.

There should be no place for indulging in any corruption such as commission ot
goods ar any other service.
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6. All the vendors should be equally treated so that there can be no discrimination in
purchase.
7. Quality rests should not be fabricated. e Notes

< Transport

The transport system is vital for any organisation, In fact, the transporr system is like a
Nervous System DFa humaﬂ bOdY.

1. Fixing the transport contract is considered o be done in an unethical way in the
case of many departments and companies.

2. The transport manager is very often charged for gerting a percentage of
commission from the contractors.

3. The transporters forming a cartel in order to fix higher prices with an
understanding among themselves.

Trying to accommodare more passengers in buses and other forms of transport.
The drivers are given too much of work shifts, which lead to many accidents.

Lack of rail-road co-ordination so that the passengers are exploited.

Pl A

The corrupt practices in RTO’s office leading to the failure of maintaining
standards of vehicles-

Extraordinary amount of delay and denial of services to the public.

oo

Absence of adequate transport facilities for bringing the workers o the factory and
their safe return.

10.  Sub-contracting the transport contract to many who may not have the facilities to
perform a standard service.

<+ Ethics in Stores in Organisations

A proper storage is important for any business or industrial organisation. In India, due 1o
the lack of proper storage about 10 percent of the food grains is wasted or eaten away by
rats. In the case of business and industrial establishments, there are unethical acts
damaging the assets and producrtion.

The following are the unethical practices in stotes.

1. Frequent cheft of materials by employees. In spite of laws, some employees break
these laws and involve themselves in deliberate stealing of goods or raw materials or
components. Unless stern action is taken, this unhealthy practice may continue.
Moreover, all employees in the stores have to be taught the importance of ethical
values in the practical life.

2. Very often, wrong entries are made in receipts and issues. This kind of white collar
crime demoralises other employees too.

3. The storage of unwanted and obsolete materials causes an unnecessary burden w
the management. A good stores management should encourage the storage of righe
type of goods and components only. Only then, the productivity of the stores can
be improved.

4. Many times, safery is not provided to the stores from fire, rusting and evaporation
leading to loss of life and the value of the material.
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5. When materials and components are sent to other closely assoclated concerns,
there are cases of not recording these materials in a proper way.

6.  Sometimes, materials have been purchased without a proper purchase order.

s Unethical Issues in Civil Contract

For the growth of the cconomy, speedy implementation of civil projects is necessary,
In fact, the infrastructure activities like building dams, bridges and irrigation projects
necessitates civil works. The conscruction work of houses, public buildings and industries
very much depends on civil works. The following are the unethical issues invelved in civil
contracts:

1. Very often, buildings are dimaged because the stipulations have not been strictly
followed. There is a specific proportion of mixing with other marterials which is not
strictly followed.

2. Many contractors make use of inferior quality cement bricks and iron in order to
make greater profits.

3. Many of the public contracts are obtained by the business contractors by bribing
the officials. Naturally, these contractors offer only a poor quality work.

4. Buildings are constructed in a hurry without adequate curing and the time to set in
a natural way.

5. The working conditions of construction labourers are not safe. That is why; a lot
of casualties are taking place in the construction industry.

6. Most of the metalling of roads is not done according to the specified scales. Ir is
done primarily to save the costs.

Environmental and safety rules are also violated.

Bad condition of roads in rural areas hinders the socio-economic progress of
villages.

% Ethical Lapses in Quality Control
The following ethical lapses in quality control take place in technology related issues.

1. The varicus measuring instruments are not calibrated. This will lead ro scope for
mistakes.
2. The production and inspection staffs have not been given adequate training on

quality measures.
Machinery and tools are poorly maintained.

4,  The poor quality of packing can affect the quality of the products particularly

chemicals,
5. Deliberate issue of false quality certifications in order to boost the sales.
6. Lack of clear instructions in the use of materials, machinery and rools.

% Patents and Ethical Issues

A patent is a right t exclude others from doing what is claimed in the patent. A defnite
period of time is allotted, 20 years according ro WTO. By acquiring a patent, one can
prevent others from using the patented invention. In fact, the provisions of other laws
make it impossible 10 use patented invention such as health safery law and environmental
law.
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Though patents are promoting new inventions, some of these products may be bad to the

health or efficiency of people.

Ethics is concerned with what is considered as right or wrong by a society at a given point Aotes
of ume. Ethical norms are bound to change from place to place and dme to time. Many

times, activities claimed in a patent may be unethical or problematic with regard ro the

ethical standards. Therefore, the patent system cannot be the primary tool to deal with

the ethical considerations. Patents are not granted for the process of cloning of human

beings.

All products of technology present some potential dangers and, hence, engineering is a

risky activity. In this sense, engineering should be viewed as a social experimentation. The

services provided by engineers should be dedicated to the protection of public health,

safety and welfare.

The accountability of scientists and policy-makers is accepted as an impertant feature in
modern days.

Technology should maintain solidarity with society giving priority to human rights and
liberey. Before launching any major technical project or pragramme, the informal consent
af the society is necessary. It requires active and continuous disclosure of scientific
acuivities.

Technology should incorporate a humanitarian aspect such as, “how technology can
reduce poverty?” In shorr, a balance is required between technical excellence, economic

feasibility and ethical maturity,

% Media Ethics

Technology has been instrumental in promoting different media like print and electronic
media. Journals and newspapers sometimes publish sensational news without correctly
verifying the details. The court cases are reported partially. Though the industrial
accidents and business failures are reported, these reports do not provide all details for
want of space.

People are fed with more of sensational information than of correct and educative
information. Again, only the problems are reported but not the sofutions. The media
relies 10 a great extent, on the degree of information provided to it. Real investigative
journalism is rare, in which journalists invesrigate details and data and inform the readers

through articles.
The Society of Professional Journalists in the US has given a code for journalists:
Seek truth and report it

Minimize harm

® Act independently

] Be accountable

% Genetic Engineering

Genetic engineering refers to a large variety of new rechniques te change the genes in the |
cells of human beings, animals and plants,

The genes are composed of deoxyribonucleic acid (DNA), which contains the
characteristics an organism has. Through technology, the genes from one species are
removed and inserted into the genes of another species to create a new organism with the
combined characteristics of both the species. That is how, new varieties of vegerables,
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Computer technology can create many possibilities for tracking and monitoring of
human behaviour. There are two ways in which personal privacy may be affected by
computer technolagy:

1. The massive information collected can be used by the organisations like banks,
institutions, insurance companies’ offices, etc., and can be shared with others,

2. New information about the individuals can be callected.

Similarly, information can be collected about the customers. From the buying pattern of
customers, many inferences can be made. The loss of privacy is a serious threat to most of
the fundamenta! values. According to James Rachels, people have to control informarion
about themselves in order to maintain a diversity of relationships. If a doctor knows about
your need for a house, he can pass this to a real escate agent. Information about
everything cannot be shared with 2ll. In modern rimes, large scale information and data
are collected because of the internet.

A &mputer is a combination of hardware and sofiware. Hardware refers to the machine
with infinite possible configurations. Software refers to a set of instructions for the
machine. In fact, the software controls and configures the machine. It decides what the
computer can and cannot do. The software sets up the computer so that it responds to
the programmes. Moreover, the microchip that is created is a hybrid between sofrware
and hardware.

Software has created ethical and legal issues both at the macro and micro levels. The
illegal copy of computer software is an ethical and legal issue. Legal protection has to be
given to those who develop software programmes. Throughout the world, software
property rights continue to be uncertain in many areas and property rights claims are
contested. Again, the international law is highly complex and bodics like WT'O are in the
process of developing policies o cover intellectual property rights in global trade.

Software programmes are responses to the problems to be solved. To begin with, the
problem in issue should be clearly stated. Each step has to be clearly defined. Once the
flowchart is constructed, it is used ro express the algerithm in a language that the
computer can understand. This coding of the programme can be done with the help of a
compurer language.

There are three legal mechanisms available to those who create software to claim
ownership and protect their creations, namely, copyright, trade secrecy and patent. In
spite of these legal protections, there is dissatisfaction with the legal situation.

Even though copyright provides a significant form of protection to the authors, the
protection is limited in the case of compurer software and poses complex issues of
interpretation. It should be noted thar an idea cannor be copyrighted but the expression
of an idea can be. This distinction berween idea and expression is clear in literary works
but not in software. The behaviour of software is valuable but the value is not protected
by copyright.

Similarly, the applicability of trade secrecy laws of computer technology is not clear.
Secrecy protection is not adequate. The most important problem is that of meering the
requirement of mainwining secrecy by enforcing employment agreements and licensing
agreements.

For example, 2 person who works with licensed software can underscand the general
principles and create new software. In short, the trade secrecy can be protected as long as
the owner keeps the software out of the public realm. Bur the software has to be pur into
public realm in order to be sold or licensed.

Patent protection offers the strongest form of protecrion for the software. A patent holder
has right to make and the right to license others to make, use or sell ir. There are three
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types of patents, namely, vulity patents, design pattern and patents on plant forms.
Abstract ideas, scientific principles and mental processes cannor be patented. There are
some difficulties in extending patent protection to software. Whar subject to be
transformed by software such as dara? Is it related o the internal structure of the
computer? These are all a few difficulties in extending patent protection to the software.

o Nodss

Software copying ts immoral because it is illegal.

» Virus Attacks

Just a5 biological virus affects the normal functioning of a human body, a computer virus
affects the inner working of computers and disturbs the computer operations.

Computer viruses infest the host programmes by overwriung or modifying the host
programme. A popular virus, Trojan Horse, makes a person feel that he is using a
legitimate programme bur a certain code causes the damage.

Boot sector viruses replace or infect the orginal programme. This virus gets into RAM
and infects every disk accessed in the computer. File viruses infece by attaching themselves
to the executable files. Computer technology offers a bright future but some threats are
also posed. Like other technolegies, computer technology needs human vigilance and
ethical practices.

% Security Threats

Informacton systems have many components and are located in several locations.
Therefore, there are two types of potential hazards, accidental and intentional for
information systems.

The following are the specific threacs to the information systems.

1. Loss or theft or corruption of data

2. Inappropriate use of data

3. Theft of equipment or programmes

4. Errors in handling, entering processing, transferring and programming of data
5. Malfunction of equipment

6.  Accidental or malicious damage to computer resources

7. Destructon by viruses.

The Internet is democratic because of the following reasons:

1. It facilitates many-to-many communication at the global level

2 It facilitates communication without any intermediary

3. It gives powers to many through information

4 Knowledge has beea tructured and presented i1 an orderly way.

** Managing Privacy Issue

Privacy is a common concern in computer cthics. Computer technology can erack and
monitor human behaviour. Computers can collecr a lot of information about
organisations like banks, insurance companies and welfare agencies. Similarly, compurers
can maonitor and collect a lot of information about individuals.

The protection of intellectual property rights has become an active legal issue at the
international level. Though software is a relatively new entity, global socicty has to protect
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the software rights. Property righes have to be given to promoters of invention and it is
fair that those who promote should be properly protected and rewarded. System errors
can lead to large-scale failures. Due to hackers and crackers, there may be security risks.

o Notos [n fact, unreliable data as well as intentional misinformation are the risks due to the
characteristics of digital dara.

Like other professionals, computer professionals should analyse these problems in rhe
context of risk, reliability, accountability and professional ethics. Apart from finding
solutions to business problems, computer professionals should take into account the
necds of the growth of the society also. The computer scientists should also understand
how their work affects human values and ethical considerations.

Egoism

% Formulation of Egoism

The alternatives that some agent has at some time are the actions that are open 1o the
agent at that time; they are "options”; two actions are aliernatives to one another when an
agent can do cither one of them, buc not both of them.

The consequences of a given act are the things that would occur "as a result” of the acr, if
it were performed. Note that some following event is a consequence of an act whether it is
near in space and time or far away; whether it is something that che agent of the act could
rationally anticipate or not; whether it involves the agent of the act or some distant
stranger.

Our version of egoism is going to be a form of consequentialism. A normative theory isa
form of consequentialism insofar as it implies that facts about the consequences establish
the normative status of acts,

Some assumptions about Pleasure and Pain

e They are feelings, or sensations.

] Each episode of happiness or pain has an intensity and a duration; these facrors
determine the amount of pleasure or pain in the episode.

) The hedon is the unit of measurement of happiness; the number of hedons in an
episode of pleasure is determined by the intensity and duration of the episode of
pleasure.

] The dolor is the unit of measurement of pain; the number of dolors in an episode

of pleasure is determined by the intensity and duration of the episode of pain.

Pleasures and pains are "commensurable’; that is, if some pleasure coneains the same
number of hedons as some pain contains dolors, then we can say that there is as much
pleasure in the episode of pleasure as there is pain in the episode of pain. (This
assumption will enable us to add and subtract pleasure and pains, like the assets and
liabilicies on an accountant’s balance sheet.)

We can now define hedonic agent utility as the toral number of hedons of pleasure that
the agent of the act would feel as a consequence of the act if it were performed, minus the
total number of dolors of pain that the agent of the act would feel as a resulc of the act if
it were performed.
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Assignment

Selecr a group of five students from your class and discuss the most suitable theory of
business ethics in modern umes.

Reference Books

Mirttal Vivek (2007), Business Environment, Excel Books.
Bedi Suresh (2006), Business Enviremment, Excel Books.
Mishra, Puri {2006), Ecoromic Environment of Business, Himalaya Publicadions House.

Spiro George W. (1993), The Legal Environment of Business, Englewood Cliffs,
NJ Prentice Hall.

Starling, Grower (1996), The Changing Frviranment of Business, Cincinnati, OH, South
Western College Publishing.

Weidenbaum, Marray L. (1999), Business and Government in the Global Market Place,
Upper Saddle River, NJ Prentice Hall.

Learning Activity

A recent study has revealed that a majority of employees spend ten hours or more in a
month complaining or listening to others’ complaints about their peers, subordinares,
bosses or management. The more alarming fact is that one-third of the employees spend
20 hours or more per month in this activiry.

On a closer ethical angle, we have to ask the following threc questions ro oursclves:
! Will this criticism help our organisation?

2. Will it help the person | am talking about in terms of reforms?

3. Will this help me in my job?

Question

Suggest an ethical action plan to stop this lead practice of whining at work.
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Keywords

Philosophical Foundations: A normal interdisciplinary reference handbook in the field of

business ethics.

Ethical Relativism: Theoary that embraces that morality is relative to the norms of one's
culeure,

Teleological: A word derived from the Greek word “telos” which means an end.
Deontology: A word derived from the Greek word “deon” which means duty.

Egoism: The (ethics) theory that the pursuit of your own welfare in the basis of morality.
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should be put ro its potential use. Of course, it is up to the planner, the social reformers,
the government authorities, the corporates and the media o educate, reform and
mativate the villagers and prevent them from becaming indolent and helpless. Furiher,
the nationalized banks, the co-operative banks, financial institutions, not-for-profit social
service organizations, business houses and research organizations have a significant role to
play in bringing about rural change and transformation. It is necessary to assist the
farmers and enable them ro realize their dreams, the artisans to earn their livelihood and
the villages to conteibute their most important share to national development—and reap
the rewards by joining the national mainstream.

The world of entrepreneurs and corporate also has a tremendous role to play in chis
crucial undertaking. It should not live any longer in its slumbering world thinking that
the Community Development Programmes, Panchayat Raj and the Marginal Farmers
Development Agencies and the like take care of the villages. It is up to the entrepreneurs
to usher in a new economic order. This is only possible when industries ~ cortage and
small scale — are set up in rural areas and the educated and unemploved technicians are
made to join them and contribute their share to rural development.

It is only in a rural atmosphere that challenges should be provided to our youth who now
throng the employment exchange offices. They should be made to realise that their
personalities can develop only when they attain self-knowledge and self-reliance, along
with a capacity for objective judgment followed by meaningful action.

Further, industrial growth in the urban centers, along with the over-crowding and
squalor, does not mean economic growth but economic disorder, pollution and collapse
of urban infrastructures. A programme of population re-distribution and drift from urban
to back to rural areas, is needed 1o be chalked out in the interests of population quality
and economic order. City-Jiving is not civilization. It is education that produces civilized
beings and rational thinkers. In the words of George Slocombe, “Civilization is chiefly a
high sense of the essential aspect of Mankind, a respect for the dignity of man, which

expects an equal respect in return and an unlimited curiosity of the mind”.

“Work for the welfare of the rural masses” becomes a meaningless slogan of the politicians
if the businessmen and industrialists turn a deaf ear. The need of the day is nor urban
ideology but rural pragmatism, for it is only against the rouchstone of rural development
that we can measure our true progress. As Gandhiji said, 'India lives in the villages'. India
can never become a developed country if rural India is mired in misery and poverty.

Unless the world of business and industry grows in mind and wisdom, the future quality
of our population faces very bleak prospects indeed.

<+ Growth and Prosperity of Industries

The following verses are self-explanatory. They point out the factors thar contribute to
the sound growth and prosperity of different industries. The words “up in the sky we
stare!” imply that when a suitable climare for the different industries for their growth does
not exist, and when Business does not realize its social responsibility ("no-where”), then
any amount of ralk on industrial growth — in the absence of its contribution 1o society -
becomes unethical and meaningless and useless as an empty stare into the sky.

Industry Thrives: Where?
Industry... where is ir?

In plans of Marshal-ranks,

In plants of steel and tanks,

In mitls where millions bake,
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In mines of golden-make,
If nov where and why?

Is ic?

In iron, cepper and petroleum oil,

In tin and aluminum foil,

In markets where suppliers beginning tend,
In peoples’ demands knowing no end,

If not, where and why?

Isie?

In cement, glass and textiles,

In merals, chemicals, bricks and tiles,

In ships and vehicular motor parts,

In Banking, Communication and Carrier-Crafts.
If not, where and why?

Is it?

In factories of ‘Public’ men-make,

In places where working-pilgrims toil,

In strengths and hopes that budding boil,
If not, where and why?

It isn’t there!

Where labour knows no dispute, or wages refuse,
Where employer neither differs nor accuse,
Where walk-outs thrive not abuse,

Where no chance to devils of corrupt-use,

If not, where and why?

It isn’t there!

Where product-index appreciates,

Where cost-index depreciates,

Where standard-living upward trends,
Where jobless-misery downwards bends,
If not, where and why?

Itvisn't there!

Where prosperity leaping to export trends,

Where Business to social responsibiliry areends,
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Where a Nation marching enchantment lends,

if dare we answer: “no-where”, -
aNotes

Then up in the sky we stare!

Social Responsibility of Business

Business is dependent on sociery. Irs existence is due ro people living within a social
structure. To survive and thrive, business should earn the goodwill of the people living in
its operational environment. The goodwill of the people is necessary, for withour it
business has no relevance. Even though every type of business organization is motivated
by profic on the basis of its risk-taking capacity and the capabilities of its employees, it
still has to fulfill certain social obligations for the purpose of promoting social welfare.
Hence, business must serve the people for its survival. Service should be rendered with the
spirit of helpfulness.

Many companies are at present incorporating many features of social responsibility in all
their mission and vision statements. Public welfare should in no way be affected by the
results or consequences of business happenings. There is socio-economic obligation that is
thrust on every business firm. It is the primary duty of every business to nurrure, develop
and strengthen its human resources in an effective manner. A business organization must
necessarily motivate its employees towards development, growth and advancement. It is
imperative for every business firm however large or small it may be, to be more humane
and humanistic and thereby, promote worthy human values within its organization.

Today's business is essentially a mixture of social help, self-interest and good citizenship.
In modern times, knowledge management, information technology and global
competition are essential features that govern the interaction berween business and
sociery. The telationship is. basically, one of ‘give and take’ proper work and a conducive
environment. These are necessary for every human being to make his life worthy and
thereby develop one's self intellectually, ethically, emotionally and spiritually. Starus and
recognition in society are necessary features that make human existence meaningful and
valuable. A worker's life gets enriched if harmony and peaceful relations arc ensured by
business organizations. Business organizations owe a sacred responsibility to the people by
offering quality preducts at a fair price, thereby improving the quality of life for people.
By means of environmental protection, safeguarding the public health by fulfilling various
national responsibilities under various laws of the country and by ensusing fair trade
pracrices, business organizations can discharge their responsibilities effectively. Though
State regulation or state control are necessary, nonetheless a business that is self regulated
is more conducive to guarantee consumer protection and safety.

If business firms are devoted to earning only profit, then, it may imply that it is
disregarding environmental, social cost and hazards to the community. The health of a
business organization in the long run is based on the activities in economic terms
irrespective of the cost of surviving the consumers and saciety. Social pesformance of
business is more appropriate than economic responsibility of business. This is because
ecconomic responsibility stresses on the proper utilization of the resources of the firm so as
to adequately meer consumers’ needs and wants. Even though every business firm has its
own responsibility to generate revenues for itself, its shareholders and for the communiy,
there should be no room for personal greed, unhealthy ambition and desire o accumulate
excessive personal wealth. If companies realise their responsibility towards social welfare
and do their best to pursue social objectives, then it is a laudable performance.
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Business should play a dominant, benevolent, dignified and ethical role in discharging its
responsibility towards the people and the nation by practicing values of respect and
humanity with a non-corrupt approach and morally high conducr and character.

How corporate Business House Groups discharge their social responsibility can be seen
from the following informative vision statement of the Aditya Birla Group: “Ar the core
of The Adirya Birta Group’s vision and its huge global presence lie enduring values:
Integrity, Commitment, Passion, Seamlessness believed in these values that have driven
its vision”.

“The Aditya Birla Scholarship is our endeavor to encourage students who have the
potential to emerge as tomorrow’s value-based leaders”.

< Arguments in Favor of Social Responsibility of Business

1. Changing Social Values: Social values like customer care, empowerment of the
weak and sharing benefits are evolving in modern days.

2. Long-run Benefits: Making profit may be a shert-term gain but CSR related

activities give long run benefits.
Image of Company: CSR acrivities can promote the public image of the company,

Benefit for Society: The available managerial and financial resources of the
corporations can be well-utilised for the overall benefir of the society.

5. Welfare State: In modern times, the concept of a welfare state is popular. Hence,
CSR can supplement the activities of the government in the promotion of welfare.

6. Giving Back ta Society: A business has grown by the support of society in different
forms like consumers, suppliers and employees. Hence, there is a personal
responsibility for the company to be involved in socially responsible acrivities.

7. Stockholders’ Delight: Well-informed stockholders are happy thar their companies

are invelved in CSR activites.

8. Stakeholders” Happiness: The different stakeholders like employees, customers and
suppliers are also glad that their companies are associated with CSR activities. In
fact, many young people prefer to join those corporations where CSR is active and
dynamic,

9. Solution to Social Problems: The mounting social problems can be solved by the
active involvement of the business corporations in CSR activities, Poverty,
unemployment and illiceracy can be solved to some extent in the neighboring areas
of operations.

10.  Overall Growth: In modern times, there are scotes of corporate failures due to
moral failures, lack of good governance and erosien of values. The Due Care
Theory strongly suggests that it is the respansibility of the producers to ensure thar
users’ interests are not injured by their products. Such assurance leads to overall
growth.

< Arguments against Social Responsibility

1. Difficulr to Measure: 1t is difficult to measure social action with regard to its
benefits. For example, the effects of bio-diversity promoted by a corporation
cannot be measured.

2. Against Profit Maximization Principle: Many argue that business has o make
profit and sarisfy the sharcholders.
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Environmenl

1. All forms of pollution should be reduced and controlled.

2. There should be a provision for recycling of wastes.

3. The management should provide for an efficient management programme.
Government

1. Regular payment of taxes in order to strengthen the hands of the government.
2, Implementing the policies related to business formulated by the government.

Communily

I.  To parricipate in the local development programmes and mainzenance.

2. To find our measures to rehabilitate the displaced population.

3.  To improve the business standards to meet the changing needs of the society.

4. Development of backward areas in order to achieve balanced regional
development.

5. Promotion of research and development acrivities in all the areas of business.

6.  Promotion of ancillary units and small scale industries can generate employment
opportunities and promote the growth of entrepreneurs.

7. Promotion of social causes like adult education, health awareness, population
control and sustainable development.

8. To build a berter sociery in terms of values and mutual help.

CSR has an cthical dimension. To quote Henry Ford, “The management must provide those
goods and services which the society needs at a price which the society can afford to pay”.

% ldentification of Areas for CSR
The areas of CSR can be identified through the following methods:

. Secial Forecasting: Social forecasting can be followed by observing the curren:
soctal conditions and practices. For example, rthe growth of industries and
overcrowded urban areas are sure to create many social problems, crimes, fall in
values and breaking up of family ties.

2. Opinion Surveys: Opinion surveys can be conducted with the employees and
population to find out the needs of the people of locality, Majority of the people
want a healthy life and, hence, health related programmes are populiar.

3.  National Isues: Many CSR activities can handle the national issues like
unemployment, poverty and inequality at their geographical level by starting many
pro-development programs. Most of these national issues cannot be solved by the
government only. For example, literacy can be promoted with the help of many
agencies like government, veluntary and interest groups.

4. Social Scanning: An in-depth study of society can reveal the weaknesses of any
society and point out the areas for improvement. Both the developing and
developed societies have problems which can be reduced by CSR.

5. Social Audit: A careful social audit can reveal the problems of society. Some of
these prablems have to be tackled by the support and assistance of industry and
business through CSR. For example, health awareness programmes can be
supported by business firms.
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< Global Compact 2000

Former U.N. Secretary General, Kofi Anan, cailed upon the corporate leadership in the Aotes
world economy to join in a Global Compact in 2000 to make use of the crearive forces of
private entrepreneurs to address the need of future generations.

The Global Campact has wen principles of good business and good citizenship:
Human Rights

1. Business should support human righes.

2. Human rights abuses have to be avoided.

Labour Standards

Business shauld recognize the right to collective bargaining,

Child labeur should be abolished.

There should be no discrimination in employment.

3
4, Forced and compulsory labour should be avoided.
5
6

Environment
7. Business should meet the envirenmenial challenges.
8.  Business should promote greater environmental responsibility.

9.  Environment-friendly technologies have to be dev-!uped and diffused.

Anti-corruption

10.  Business should work against all forms of corruption.
CSR Eurape says:

“Corporate social responsibility is a powerful way of making sustainable competitive
profit and achieving lasting value for the shareholder as well as for stakeholder. CSR and
the reporting there of is a win-win opportunity, not just for companies and for financial
investors bue for saciety ar large.”

To make CSR sustainable, an ethical perspective is necessary in the corporate
administration and policy. It is impossible to be ethical alone. Ethics is working with
other people, universality and demonserability.

< ONGC India

ONGC is one of the major companies of India. From its inception, ONGC has
consistently contributed to various CSR programmes. It has taken initiatives in health,
education, infrastructure and culture. A percentage of profit is devored to various socio-
economic development programmes. It has drafted a corporate citizenship policy to
provide an outline of the CSR initiatives of the company.

In India, CSR has became an essencial activity for business. In ics early period, ONGC
focused on disaster relief management and water management projects. In 1999, when
the eastern state of Orissa was affected by a cyclone, ONGC provided relief measures like
food, drinking water, medicine and temporary shelters.

ONGC has been involving in various community development programmes like
promotion of literacy and higher education by grants and scholarships.
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»» Promation of Ethical Values

Business acdvities can flourish if they are more humane, rational, ethical and customer QNiotes
oriented. Gandhian ideals and teachings should be inculcared in the minds of nation-

loving, social-welfare-minded businessmen to uplift Indian business activity to glorious

heights of ethical puriry, national pride and dignity. Corruption of every kind, in every

sphere of human and business activity, should be completely rooted out throughout the

length and breadth of the country.

According 1o Swami Ranganathananda, “The Mababharata speaks of three sources of
energies in every human being — babubalam, buddhi-balam, and Atma-balam. The first
two, by themselves, are the sources of the erosion of values. They, especially buddhi-
balam, will easily yield to every type of unhealthy remptarion. The capacity 1o say 'no’ to
a temptation of bribery does not belong to the intellect or fuddh:, On the contarary, it is
our intellectnals and educated peaple thar easily succumb to bribery and corruption and
all sorts of other value erosions. QOur educared people need re-education, said
Vivekananda in his Madras lecture in 1897; but a little Asma-balam alone has the energy
te say ‘no’ to every type of bribery and all other unhealthy temptations. Mahatma
Gandhi’s translation of the Gita is entitled Anasakti Toga. There can be no expression of
the science of values or spiritual growth withour this anaszke or detachment from the
body and the little self presiding over it. That is the evolutionary path towards Moksha of
spiritual freedom which is the goal of all evoluation.

According to Morarji Desai, "Gandhiji’s strength was moral strength. When the military
and police could not succeed in stopping the post-pastitivs: communal carnage in Bengal
and Bihar, Gandhiji succeeded, which made Lord Mountbatten describe him as the
“One-man boundary force” against violence. A dedicated band of people, though their
number is small, can take on the big task of cleansing the Augean stables of corruption if
they are imbued with the 'Soul force’ of Gandbhiji.

Mahatma Gandhi's dream of rural uplifiment can be realized if rural poverty and
suffering can be eradicated on the basis of the steps contained in the following
paragraphs, they being self evident:

% Electrification of Villages

. If the present-day high-technology synergizes with the locally available resource or
‘Biomass’, it is said that the 600 million tons of agricultural residues that India
generates every year can theotetically produce 70,000 MW of electric power.
“A hi-tech biogas producer can generate biogas with energy of about 13 M] per kg
of biomass, which is similar to that produced by burning these residues in a power
plant.

* By feeding freshly harvested biomass into biogas reactors, gas can be produced
thereby saving energy and time. Besides, the slurry can be used as an excellent
fertilizer and soil conditioner. .

Biogas-powered diesel gensets can produce clean drinking water as a by-product.

By using locally available raw materials like cowdung and biomass in the biogas
reactars, it is possible ro supply gas not only for power generation but for cooking
and other purposes.

® Additional biogas can be used for running two-wheelers and modified
autorickshaws on the roads in the villages and rural areas, where CNG pipelines are
yet to reach. This will also help prevent atmospheric pollution and improve the
qualiry of rural life,
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% Social jJustice According to Gandhiji

Gandhi’s philosophy of management was based on trusteeship and service to the poor
through ‘Charkha’ and "Khadi’. Khadi epitemized for Gandhiji the decentralization of the
processes of production and distribution of various necessities of life. Accarding to him,
power from centralized production rended to be concentrated in the hands of just a few
persons and therefore, it intensified existing inequalities and widened the gulf berween the
rich and poor. This tendency brought about conflicts between labour and capiral. Khadi
meant the beginning of economic freedom and equality in the caunty. Gandhiji stated
that decentralized methods of production would ensure conditions of social justice and
thereby make it possible for all the partner producers to enjoy the benefits resulting from
their productive efforts. Hence, to Gandhiji, equality was necessary ro ensure happiness to
his fellow-human beings.

According to Vaikunth L Mehta. “Gandhi gave a new interpretation to the gospel of
Swadeshi which was being propagated to redress the imbalance between agriculture and
industries. The wholesale Swadeshi mentality, he averred, should denote a determination
to find all the necessities of life in India. This was possible, he believed, with the aid of
the labour and intellecr of the villagers. He had no doubr that, if the proper atmosphere
was created, all our wants could be supplied from our willages™.

If modern business is t be guided by Gandhian philusophical, ethical and moral
behaviour, then it is necessary to ensure that the following sins are not commirted:

. Politics without principles,
Education without character,
Commerce without morality,
Pleasure withour conscience,
Wealth without work,

Science without humaniry,

Worship withour sacrifice.

% Seven Points of Mahatma Gandhi

Maharma Gandhi's articie (Feb 1942), "My 7 points for a2 New World Order’ published
by The Rotarian in Jan 1986, an internacional magazine for business and professional
men, states the 7 points of Maharma Gandhi as:

° Equal Distribution: Each man shall have the wherewithal to supply all his natural
needs and no more.

° ndividual Action: No one need wait for anyone else in order to adopt a righr
course.

® The Role of the Wealthy: The rich man will be left in possession of his wealth, of
which he will use what he reasonably requires for his personal needs and act as a
trustee for the remainder to be used for society,

. Servans of Society: As soon as man looks upon himself as a servant of society, earns
for its sake, spends for its benefir, then purity enters 1nvo his earning and there is
ahimsa’in his venture

®  Akimsa 10 retiz o from harming any living being).

® The law: of 1. 4 To v 1w 1001 out religion from society is a wild-goose chase.
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L Non-violent Cosperation: Man has been conversant with violence from rhe
beginning, for he has inherited this strength from the animal in his nature. It was
only when he rose to the state of 2 man that the knowledge of the strength of o Motos
abimsa entered his soul. If this knowledge were to spread amongst the poo:, they
would become strong and learn how to free themselves by means of non-violence
from the crushing inequalities which have brought them to the verge of starvation.

%+ Human Culture and Civilization

Human culture is characterized by its involvement with the marerial and non-material
aspects of life and living. Material objects consist of buildings, automobiles, factories,
machines, furniture, gold, silver, precious gems, paintings, sculptures, works of art, baoks,
utensils, dresses and other tangible things. These material objects are sensory as they
appeal 1o the senses, and make people happy by catering to their pleasure, comfort and
enjoyment,

The non-material aspects consist of such things as philasophy, literature, languages,
religion, science, law, jurisprudence, ethics, moraliry, social and political theories,
management science, etc. These involve the related subject matter, norms and values, 1o
be understood and practically followed.

Values that arise as a result of norms of life and living predominantly prevail upon the
material possessions and form the basis of culture. Appropriate culture is a synthesis of
Truth, Beaury and Goodness. This ‘rinity is God— Sazchitananda’ Indian culwre is
based on spiritual aspects. While the behavioural essence of an individual constitutes his
culwure, the mass outlock and living of people consututes civilization. Culture is the
centre and civilization is the circumference of a time-circle. According to Mahatma
Gandhi, “Civilization, in the real sense of the term, consists not 1n the multiplication bur
in the deliberate and voluntary reduction of wanes. This alone promotes real happiness
and contentment, and increases the capacity of service”. Will Durant states that
“civilization begins with order, grows with liberty and dies with chaos”. Sri Sriprakasa
explaing that “while civilization is the result of knowledge and great, painful researches in
diverse fields, culture is the result of wisdom”.

Morarji Desai in his autobiography, The story of my life writes, "Today, it is often said that
Maharma Gandhi’s thoughts and working methods have been totally forgotten and are
not relevant. But, this is a superficial judgemeni. Mahatma Gandhi's teachings are based
on eternal principles and are always useful. They can, thetefore never disappear from the
world”. “Mahatma Gandhi made heroic efforts ro imbue all thoughr and action with
religious awareness. The facr that he is acknowledged as the 'Father of the Nation' is
proof of his not being forgotten. 1 firmly believe that, if he is forgotten, the country will
perish”,

Social Audit

% Evolution of Social Audit

Governments are facing an ever-growing demand to be more socially responsible and the
people are becoming more self-confident about their rights to be informed and ro
influence governments’ decision-making pracesses. Faced with these vociferous demands,
the executive and the legislature are looking for new ways to evaluate cheir performance.
Civil sociery organisations are also undertaking social audits to monitor and confirm the
social performance claims of the organisations and insticutions.
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Social Audit is a tool with which government departments can plan, handle and measure
non-financial activities and monitor both internal and external consequences of the
department/organisation’s social and commercial aperations. [t is an instrument of sacial
accountability for an organisation. In other words, Social Audit may be defined as an
in-depth scrutiny and analysis of the working of any public utility vis-2-vis its social
relevance. Social Audit gained significance especially after the 73 Amendment of the
Constitusion connecting te Panchayat Raj Institution.

< Need for Social Audit

The purpose of conducting Social Audit is not e find fault with the individual
functionaries but to assess the performance in terms of social, environmental and
community goals of the organisation. It is a way of measuring the extent to which an
organisation lives up to the shared values and objectives it has committed itself to. It
provides an assessment of the impact of an organisation’s non-financial objectives through
systematic and regular monitoring, based on the views of its stakeholders.

< Obijectives of Social Audit

The objective of social audit is 1o authorize people to question the system, process and
authority in order to assert their rights. Another objective is o bring simplicity and check
corruption through democratic processes. Transparency here is not merely display of
infarmation on a board mentioning total predictable budget and roral expenditure or
broad framework of the programme. It is about providing detil of head wise budget and
expenditure with copy of bills and vouchers in case of finance and copy of other
appropriate records to help people understand detail of the process adopred including all
decisions taken and selections made.

Another objective of social audit 1s to assist an implementing agency to know and identify
its critical areas of improvements and how most excellent the programme can be
implemented through people’s pardcipation. Its a means towards successful
implementation of programme for the people and by the implementer. Taking into
account the views of most vulnerable people in the society as well as single-women headed
family, peaple with disability, uncared aged and poorest of the poor is another significant
objective of social audit.

< Features of Social Audit

The primary principle of social audit is to achieve continuously improved performances
in relation to the chosen social objectives. Eight specific key principles have been
recognized from Social Auditing practices around the world. They are:

® Multi-Perspective/Poly-vocal Aims to reflect the views (voices) of all those people
{stakehclders) concerned with or affected by the organization/department/
programme.

' Comprebensive: Aims to {eventually) report on all aspects of the arganisation’s
waork and performance.

Participatory: Encourages participation of stakeholders and sharing of their values.
Multidirectional: Stakeholders share and give feedback on mulriple aspeces.

Regular: Aims to produce social accounts on a regular basis so that the concepr and
the practice become embedded in the culture of the organization covering all the
activities.
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acceptable standards of behavior covers ethical level. At the philanthropic level, it is giving
back to sociery.

Today's business is essentially a mixture of social help, self-interest and good citizenship. Aot
In modern times, knowledge management, information rechnology and global

competition are essential features chat govern the interaction between business and

Sl}ctcly.

Former U.N. Secretary General, Kofi Anan, called upon the corporate leadership in the
world economy to join in a Global Compact in 2000 to make use of the creative forces of
private entrepreneurs to address the need of future generations. The Global Compacr has
ten principles of good business and good citizenship.

Business activities can flourish if they are more humane, rational, erhical and customer
oriented. Gandhian tdeals and teachings should be inculcated in the minds of nation-
loving, social-welfare-minded businessmen to uplift Indian business activity to glerious
heights of ethical puriry, national pride and dignity.

Terminal Exercise
Fill in the blanks:

L o, analysis is an effective tool to measure the increment in shareholders

................ felt that the first responsibility of any business is to make profit.

4. e Adam Smith advocated capitalism as a complimentary system for a
democraric society.

5. e is a tool with which government departments can plan, handle and
measure non-financial activities and monitor both internal and external
consequences of the department/organisation’s social and commercial operations.
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www.globalethicsuniversity . com
www.bus.Isu.edu.com,
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Assignment

Comipare the CSR programmes of any two companies in your region.
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Mishra, Puri (2006), Economic Environment of Business, Himalaya Publications House.

Spiro George W. (1993), The Legal Enviromment of Business, Englewood Cliffs,
NJ Prentice Hall.

Starling, Grower (1996), The Changing Environment of Business, Cincinnati, OH, South
Western College Publishing.

Weidenbaum, Marray L. (1999), Business and Government in the Global Marker Place,
Upper Saddle River, NJ Prentice Hall,

Learning Activities

. Preparea report on the steps taken by TATA for the-well being of society.

2. Prepare 2 repost on the impact of e-chaupal on the rural life.

Keywords

CSR: Corporate Social Responsibility
Global Compact 2000: Ten principles of good business and good citizenship
Social Responsibility: An ethical ideology or theary that an entity, be it an organization

or individual, has an obligation to act to benefit society ar large.

Social Responsiveness: Actions that protect and improve the welfare of the soctety along
with its own interests.

JED: Jahangir Ratan DadaBhai Tata.
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After studying this unit, you will be able to undersiand about:

o The characteristics of Values

% Thae difference between Values & Skills

G The Indian Ethos for Management and the Corporate Culture.

Introduction

Ethics is not a recent discovery. Over the centuries, philosophers in their struggle with
human behavior have developed different approaches to cthics, cach leading to different
conclusion. Ethics is, thus, said to be the science of conduct, As a marter of fact, it deals
with certain standard of human conduct and morals. The field of ethics involves
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2. Values constitute the foundations of cone’s character. They are at the core of
personality and a powerful force affecting behavior.

3. Values are abstract representation of what people believe to be right, proper and
worthwhile to pursue.

4. Some values are not fixed, but they change over time and situation.

5. Values have intensity and content atributes in which the content attribute says

that a mode of conduct or end-state of existence is important and the intensity
attribute explains how important it is.

6. The values which are internalized by an individual, become a part of his
personality, then they go beyond the zone of choice for the person concerned. His
action based on these values then become spontaneous and continuous,
automotive and instinctive.

Types of Values

According to M. Rokeach {The Nature of Human Values, New York; Free Press 1973),
there are two types of values which are discussed below:

Instrumental Values

The values which concetn the way we approach the end states. These relate to means for
achieving desired results. That is, do we believe in ambiion, cleanliness, honesty or
obedience, courage, etc.

Some are like:

Hard work and achievement.

Education and intellectual pursuits.
Self-sufficiency; independence.

Truthfulness; honesty.

Assertiveness; Standing up for yourself.

Being well-mannered and courtecus towards others.

Open-mindedness; receptivity to new ideas.

Caring towards others.

Terminal Values

They are those end state goals that we praise such as comfortable life, a sense of
accomplishment, equality among all people.

Happiness; sacisfaction in life.
Peace and harmony tn the world.
Knowledge and wisdom,

Pride in accomplishment.

Security; freedom from threat.

Both sets of values have significant influence on daily behavior ar work.
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Negative and Positive Values

The values can also be categorized as negative and positive values which denate a sense of

oAt right or wrong, good or bad and other judgmental criteria based on one’s strong sense of
what the ideal ought to be.
° Anger
® Meanness
® Arrogance
® Crookedness
. Greed
o Lust

They generate negative thoughts.
Integrity, honesty
Trurhfulness

Kind heartedness, humility
Friendliness

Faith

Self-respect

Open mindedness
Creativity

Civil sense

Simplicity

Forgiveness

Poise

Detachment, etc.

They generate positive thoughts.

Importance of Values

Ethics is based on a set of moral and ethical values. These values must be absolute - that
is, you must take them seriously enough to override any human rationalization, weakness,
ego, or personal faults. When all else fails, you will always look back to these core values
to guide you. Unfortunately, life is not that easy and there’s always disagreement about
what values should be considered supreme.

Luckily, in the world of business ethics, employer helps you and their values are your
values in the context of work. Your freedom to choose your own ethical values is
somewhar limited. Look behind successful, honest businesses and you will see a set of
values thar have stood the test of ime. Think about how these values are communicated
in an organization and whart can be done to support them.

Mahatama Gandbhiji, the father of the nation strongly propagated the following values
which were also advocated and most of them were practiced in the companies of JRD,
Tata.
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values of the affected person. One of the impartant lessons to learn in erhics is to see life
as it is, withour our perceptions and attitudes distorting it to fit in with what we want to
see it. All of us react, not to reality itself, bur to our own interpretation of reality. Our
behavior is affected not by pardcular situation but how we see and whar we see in that
sitwation. When we describe the world around us or people in it, we in effect describe
ourselves, our perception, attitudes, our morality and our ethical value system.

Human values refer to orientation rowards what is considered desirable or preferable by
people living in a society (Rokeach, 1973). So, how do values relate to ethics, and what
do we mean by ethics? “Values are what we, as a profession, judge to be right.”
Individually or organizationally, values determine what is right and what is wrong, and
doing what is right or wrong is what we mean by ethics. To behave ethically, is to behave
in a manner consistent with what is right or moral. '

Ethics mainly deals with ideals which seeks to determine norms, ideals, standard or
values. Three important ideals of human life are truth, beaury and goodness, thinking,
feeling and willing - satyam, shivam and sundaram. Ethics is 2 branch of philosophy
dealing with right and wrong in human behavior. Most religions have a moral
component, and religious approaches to the problem of ethics. Ramayana and
Mababharata form the very basis of cultural consciousness that symbolize Hinduism.

Kautilya says that artha is the most important; dharma and karma are both dependent on
it. Values and ethics have become the buzz word in business world. Ethics in business and
Indian ethos has been accepted as a subject of study in big business schools across the
country. [t has got a strong contemporary relevance. Environmental ethics has also
assumed preater importance. It is the part of environmental philosophy which considers
the ethical relationship between human beings and the natural environment. In every
human activity whether it is pure science, political science or environmental science, we
need to follow the practices which are best for the welfare of the humanity worldwide.

Ethics essentially is a social phenomenon, It deals with the ideals involved in human
conduct, the standards of rightness and wrongness, good and evil involved in conduct.
That which is approved by the society is ethical or moral. Murder, theft, etc. can be
considered as immoral activities, Morals and values were considered most important in
ancient India. This country of rich culture believed to be created by Ged is full of values
and virtues. Even the bactles in India were based on values (Dbarma Yudh). The war at
Kurukshetra was the one fought at Dharmakshetram (Battle ground of values). Ancient
human society followed certain basic values in their life. Rishis starting from Viswamitra
to Vivekananda and/or Sankaracharya to Sivananada taught their disciples’ morals
through their writings like Ramayana, Mababbarar, Sukraniti, Viduravakyam,
Nitisatabam, Arthasastra and Tirukkural Modern world deals with several ethics which
includes business ethics, medical ethics, professional ethics, educational ethics,
envircnmental ethics, bic-ethics, eco-tourism ethics, cyber-ethics, etc. All these need to be
taught at different level, for the welfare and peace of the society. Most religions have a
moral component, and religious approaches to the problem of ethics historically
dominated ethics over secular approaches. Many believe that the Golden Rule, which
teaches people to “treat others as you want to be treated”, is a common denomipator in
many major moral codes and religions.

Moral values are most important for mankind. The quality of human action is the
manifestation of one’s behavior which in turn is a product of culture and values. In the
modern world, we need to inculcate ethical practices in order to maintain the quality of
life and perfection. This is the pathway to excellence. In every human activity, we need to
follow the practices which are best for the welfare of the world.
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Managing Leadership Values

The following are some of the leadership vatues: Aete

® A leader must be commirted to a righteous cause thar is above his personal interest
and selfish matives. He should be an idealist with perfect goal orientation.

° A leader should practice the ideals and principles he preaches. He should not be a
hypocrite. While serting an example for others to follow, he should be a wue
feader, leading the way for others to follow, and facilitating their growth and
development. In this respect, the Bhagwad Gita states; "Whatever a superior does,
that alone others do, whatever standards he sets, the werld follows”.

® A leader should possess the quality of objectivity. His anitude should always be
considerate, impersonal, unselfish and helpful without any air of superioricy or
pride.

. He should possess a complete knowledge of the various relevant matters, he deals
with. He should seek the cooperation of his colleagues without an egocentric
attitude. His work should be harmonious and peaceful with proper mental
equanimiry.

® A leader should always recognize the merits and the claims of his followers and
colleagues. He should also provide adequate training so as to enable them 1o
discharge their responsibilities properly.

® A leader should always be morally upright and ' vuld adopt ethical and healthy
procedures.

o A leader should be skilful in enabling the employees of the organization to
contribute quality in work performance and not merely “work for the sake of
work”. He should be persuaded to work with a sense of proportion in keeping with
the traditions and the high values of the organization

e  All the qualities of good leadership should ulrimately lead to healthy work ethics

for effective management.

Corporate Values

The following should be the corporate values and objectives for every corporate body:

1. To introduce such measures as are likely to ensure thac all the stakeholders operate
in such a manner as to communicate a sense of high corporate responsibility.

2. To foster responsible and profit oriented products and services with due regard to
the interests of the community and of the environment.

To promote a safe working environment for all the employees of the organization.
To operate to the highest level of accountability and transparency.

To ensure that business is carried out in accordance with the laws of the country.

M W

To ensure effective corporate governance, it is necessary to avoid mistakes of the
type given below:
(@)  Wrong selection of personnel on the basis of favouritism and considerations

such as language, caste, creed, colour, blood relationship, state, etc., leads to
inappropriate functioning, low morale and losses.
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{b)  Failure on the part of companies o retain efficient personnel and promote
their welfare and prosperity by means of suitable rewards and motivation,

{c)  Lack of proper encourzgement to form effective and healthy teams to
generate productivity.

(d)  Want of promotion of quality circles which is also a contributery facror to
corporate failure.

7. Corporates have to implement effectively a pclicy of retrenchment of all those
tnefficient, non-performing, disloyal, non-committed and inefficient staff.

Business Culture and Values

Business culture is characterised by the behavioural characteristics of 2 business group.
The culture of 2 society s represented by the regulatory phenomena of the members, their
patterns of behaviour, forms of art and music, languages, customs, traditions, practices
and beliefs. It may came as a surprise to many that business organizations also have their
distinctive cultures. Business culture is the tomality of the norms, beliefs and values that
regulate the behavioura! functioning of individuals or groups of persons operating within
a corporate environment.

'Old established companies like Shell and Unilever have their individual cultures which
have evolved aver the lives of these corporations and sec them apart from each other and
from other firms. The culture of a firm is influenced by the culture of the country of its
origin as well as the nature of its business. For instance, German chemical companies
combine the German culture with some charactenstics of chemical companies throughout
the world. Japanese auromobile companies are an amalgam of Japanese business culture
with some of the distinct features of the global automobile industry. American oil
companies retain their essentially American culture along with the commeon pracrices of
the world petroleun industry. British banks and financial institutions combine their
quaint Brirish customs with many of the global norms which are shared with their
counterparts on Wall Screet or in Tokyo.

Indian companies will find it, increasingly, necessary to combine their peculiarly Indian
ways of doing business with the global practices of the businesses they are involved in.

It is interesting to note that business culture has characteristics similar to those of a
society:

Firstly, a culture that is alive and vibrant is one that is constantly evolving and changing,
whether it is in business or in society, [t is not rigid or stagnant. A progressive culture
readily evaluates and responds to stimuli which emanate either internally or externally.
It does not fear, resist or ignore stimuli withour due evaluation.

Secondly, it is when cultures adapt and change that grear progress occurs in a civilization
or in a company. A histeric example of such a change in culture of a society was the
Reformarion of the Christian Church in Europe under the leadership of Maran Luther.
It propelied North Western Europe out of the Middle Ages into the modern scientific
and industrial era, Religious leaders no more dictated whether the earth was round er flac
or {in more recent times) how many childcen one should have. The dominance of the
world by Western Europe and North America over the lasr four centuries can be
artribured to this reformation of beliefs and cultures in the 16" century.

In contrast, the Southern part of Europe chat hung on to fundamentalist beliefs lagged far
behind. Religious fundamentalism of the type that existed among them at that time and
the fundamentalism of the type we see today in parts of the Middle East have held
socieries down and prevented their progress. The Indian subcontinent, too, has its share



of fundamentalists in both major religious groups, who if they came to power, could set
us back several decades or cenrturies. Fortunately, most Indians have grown away from
religious fundamentalism and recognize the advantages of a secular culture.

The same is true in politics too. It is the fundamentalist artitude of the communist parties
in Russia and E.zvern Europe that held them back and kept them backward as compared
to the rest of Europe. Forinately, this particular brand of political fundamentalism is
now fully cxposed and discredited and most of the erstwhile communist countries are
now embracing market oriented policies.

Nearer home, it is thanks to the myopic fundamentalism of the inward looking socialists
who ruled our country for four decades before the present one, which left our economy
behind by most of Asia. The willingness to break out of this regressive mindset and to
embrace change is already showing results in the economy of India.

As in the case of religious or polidcal groups, among business firms also there are
fundamentalist cultures, that is, cultures that assiduously try to preserve whart is
considered to be the true, "original’ set of beliefs. The fundamentalists among them try 1o
petpetuate their hold on the organization by upholding ancient traditions and invoking
the name of God or Gandhiji or the founder of the Company as may suit the occasion.
They feel secure with what is familtiar and feel threatened by any change. These
fundamentalist beliefs often include irracional pride in the traditions of the firm, although
changed citcumstances have made such traditions irrelevant if notr counter-productive;
promotional policies based on the old boy nerwork rather than merit; tolerance of
mediocre levels of competence; belief in the relative infallibility of people at the top, etc.
Fundamentalism in business firms has not been recogniccd and written about as much as
religious fundamentalism. This is because its manifestations do not include public
eruptions of viclence or strife. However, business fundamentalism does as much if not
more damage as political or religious fundamentalism does. It is a very strong regressive
influence in business as in society,

It was fundamentalism in several segments of industry both on the part of management
and of labour that led to the decline of British industry in general before the Thatcher era.
The old textle houses of Mumbai, mosty in a shambies today are a telling Indian
example of decline caused by fundamentalist or “no-change attitude” on the part of
management and of labour in that indusrry.

Large social migrations like that of the Aryans into the Indo-gangeric plain have created
hybrid cultures. In a similar way, during the last few decades, we have seen the emergence
of hybrid cultures created by multinational companies. They combine the strong cultural
characteristics of a parent company with those of the local market. Like all hybrids, most
of them have grown up 1o be stronger than their original mono-cultural organizations or
their narrowly narional competitors.

Over the next few decades, we will hopefully see the emergence of Indian multinarionals
which would combine the innate shrewdness and hardworking ethics of the Indian
culture with the sophistication and strategic vision that characterise the Western business
culrure, ln some ways Indian businesses, because of our tnherent mult-ethnicity and
greater facility with the use of English language, are in a benter position than the Japanese
or Brazilians or Koreans to create strong hybrid multinational business cultures. Now thae
the shackles have been removed from Indian industry, this is now a very real possibility.

Changes in culture of a firm as of societies occur when a leader provides stimulation with
ideas thar challenge tradition. Buddha, Shankaracharya, Martin Luther and Gandhiji did
so within their own societies, the ripples spreading across the globe. In almost- all
successful business firms, there have been leaders who reinvented, energized and changed
the culture and future course of those firms. [n most cases, such changes are based on
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retaining and developing what is good in an exisung culture and adding to it new
elements that will stimulate progress. A toral rejection of all that is existing can be
devastating. Therefore, the skill in reforming the culture of a company is to identify and
retain the pride and honour tn what is good while recognizing what is 1o be rejected or
modified. At the same time the management of the firm should seek, generate and
embrace new ideas and practices that can energize the firm and propel it forward with 2
new vigour.

The real test of these values comes from the resulting action. It takes a concerted,
company-wide effort, beyond inserting these words in an employee manual, to make it
happen.

¢  Management must lead by example. Good ¢thics should be most noticeable at the
top. Every employee must be accountable to the same rules.

® Second, a corporate values or ethics initiative must be “sold” and “marketed”
aggressively throughout a company. Every forum and medium should be used o
spread the good message. Of course, it will only be credible if the company is
practicing what it preaches,

. Third, waining must be provided 1o ger everyone on the same page. It's easy to
ignore a motivational speech or pass by a poster, but spending time learning abaut
the issues will have a lasting impact.

® Fourth, it should last for a long period. The ethics fervor should extend to the next
generation of employees, The longer it lasts, it gives expected effect. Despite
failings of some, there is plenty of room at the table for good ethics and profitable
business to reside. Together they can lay the cornerstone for a secure and
prosperous society. Therefore, these values must be given proper place in employee
manual.

Human Values for TQM

The need for quality consciousness arises in every area of human endeavour including
business and industry. Business and industry have to face challenges on account of
privatization, liberalization and globalization, in the modern competitive world. [t is an
absolute necessity to ensure that manufactured products and services stand up 1o the
expectations of the modern quality consctous consumers.

Quality is said to be lacking whenever and wherever situations such as the following rake
place:

. When the demand for cerain goods diminishes due to reasons of quality and
competition.

® When, due to high pollution, air for breathing and water for drinking become
unsafe for terrestrial life forms, in particular, human beings.

When airplane landings at certain airports become unsafe,

When, due to improper diagnosis, medical prescripuou by dealing physi;:ians
become irrelevanc.

. When inappropriate surgical operations are performed in hospitals due to haste
and callous negligence.

e When, duc to mismanagement of time, many preciou. working hours are lost in
offices .nit arganisuiions



®  When, due to lack of foresight in administrative planning, disasters cannot be
praperly and effectively averted or managed, resulting in avoidable loss of life and

property.
Problems of the above type are innumerable. To cope with these problems, it is necessary
to adopt quality standards. In this respect, the great industrialist Konosuke Matsushita
(Professor of Leadership at Harvard Business School) states that:

“We are beyand the Taylor model: business, we know, is so complex and difficult, the
survival of firms so hazardous in an envirenment increasingly unpredictable, competitive
and fraught with danger thar their continued existence depends on the day-to-day
mobilization of every ounce of intelligence.

For us, the core of management is precisely this art of mobilizing and pulling together the
intellectual resources of all employees in the service of the firm. Because we have
measured berter than you the scape of the new technological and economic challenges, we
know that the intelligence of a handful of technocrats, however brilliant and smart they
may be, is no longer enough to take them up with a real chance of success. Only by
drawing on the combined brainpower of all its employees can a firm face up to the
turbulence and constraints of roday’s environment.

This is why our large companies give their employees three to four times more training
than yours. This way, they foster within the firm such intensive exchange and
communication; this is why they constantly seek everybody’s suggestions and why the
demand from the educational system, increasing numbers of graduates, as well as bright
and well-educated generalists, because these people ase the lifeblood of industry”,

Traditional procedures are outdated as they increase the cost of products which don’r sell
and thereby lead to loss. Hence, quality awareness which brings about good processing
without wastage, maintenance, high quality, and saves cost, increases demand while
bringing about profit.

The following are the modern definitions of ‘quality” and "total qualiry':
Quality according to:
®  Juran: Fitness for purpose

L Deming: Anticipating the needs of the customer, translating those needs into a
useful and dependable product, and creating a system that can produce the
product at the lowest possible price, so that it represents “good value” 1o the
consumer and profits for the enterprise.

Philip B. Crosby: Conformance to the requirements.

ISO 8402-1986: The rotality of features and characteristics of a product or service
that bear on its ability to satisfy stated or implied needs.

Total Quality has been defined as: A process designed to focus on customer expeciations,
preventing problems, building commitment 1o quality in the workforce and promoting open
decision making.

A workable definition of Toral Quality is: The perfect control aver all process, both technical
and business,

TQM implies:
. Working with foresight, expertise and alertness.
¢  Conformity with the required norms.

. Right action at the right time and place with regular continuation of such an
action-oriented performance.
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Achieving an equilibrium of defectless quality by motivating workers to aim always
at zero defects.

Workets tackle the rooc of the problem and not the symptoms.

Quality philosophy thar admits and acknowledges werkers as the most valuable

FeSOUrces.

Achievement of quality by co-operation and not by cenformation extended by the
various sections of an industrial unit.

Quality Leadership

The following are the characteristics of the quality leadership:

Peaple should be properly oriented from time to time about the necessity for
quality leadership in respect of whatever enterprise or business activity they may
undertake,

Quality leadership can be either relating to behavicural aspects or social aspects or
technical aspects.

With respect w behavioural aspects, employees — when satisfied with their basic
needs as per human requirements and as per Maslow’s and Herzberg’s motivational
factors — become positive, productive and efficient. The five fundamental needs
according to Maslow are in descending order of imporrance: (a) Self Fulfillment

{b) Ego Satisfaction (c) Social Needs (d) Safety Needs (¢) Physiological Needs.

Herzberg's motivational factors are: the work iwelf, the achievement of success in
the work, responsibility for the content of the work, recognirion and advancement
in the position. When these needs are fulfilled, only then can employees work in a
productive environment and become happy partners in the enterprise.

Sacial quality characreristic refers to the behaviour of employees ouwide the
premises of the factory, For this, they should be trained by the arganization as to
how they could lead a quality conscious social life. Workers should be guided by a
sense of belonging and responsibility. Befiting their positon in their company,
such workers enjoy the confidence of society ar large. Their contributions in
qualitative terms can enhance their social commitments.

Technical characteristic in leadership is most important as it is the most relevant
and dominating factor for maintaining a high qualttative rechnical performance.

Qualitarive leadership should enhance the quality level for their living standards in
their personal life.

It is necessary to raise the level of understanding and performance of the workers
through education and training efforts. They should be exposed w a much more
multifunctional regular training, It is necessacy to enable the workers to train
themselves.

Benevolent leadership and management consist in encouraging the workers 1o
think positively and make suggestions thar are realistic and cost-benefit savvy. It is
appropriate to award good suggestions promptly.

Qualitative leadership is always a good discipline. While enjoying freedom workers
should maintain discipline at all levels.

Preventive action at the right time is an outcome of prompt leadership with a
fururistic outlock. Carrective action as well as suitable change towards qualitative

leadership is necessary.



Qualitative leadership has a planned approach. In this respect, qualitative
leadership should break up the whole process and the related areas that necessitate
change into smaller problems at the individual levels, Further, it is proper 1o
wrigger the thoughts of the concerned people by means of advertising or through
in-house journals and notice beards.

Qualitative leadership should ensure that the company and the workers are moving

on the right track.

It is necessary to introduce the procedure of departmental reviewing, otherwise
tack of discipline might reflect the inefficiency of the concerned departments.

Leadership should arise wichin the managerial nerwork, managers being essential
role models. Managers can help their respective companies in achieving quality of

the desired standards.

It is essential to provide suffictent freedom to the workers so as to encourage them
to contribute their views in regard w product, service or person. Quality leadership
should always enccurage healthy criticism and remove all the defects of the
preduct. Only chen can products of high standard and of defectless, perfect quality
move out of the company.

Indian Ethos for Management

Some companies in the market have proved to be successful with ample amount of ethical
practices throughout. On one hand, they contribute o their shareholders and on the
other hand, they are successful in giving back to the society and to the nation. To
mention a few:

TATA Group

Tata Group Policy praclaims that the chief executive officer of a Tata company is also its
Chief Ethics Officer. It adopts following ethical practices:

National [nrerest

Support for open Market ecanomy
Gifts and Donation for social cause
Political Non-alignment

Health, Safery and Environment Care
Quality Products and Services
Regulatory Compliance

Coca-cola India

Support communiry based primary education project
Environment preservarion
Enrichment of work place

Establishment of rain water harvesting systems

Wipra Techmsdogics

Qualiry Education
Support voluntary work projects

Intensive training for creative thinking

UnNIT 4: Values and Work B 75

ONodes



76 B Business Ethics o CSR

ICICH Bank

Established an organization as “Social Initiative Group” which focuses on:
aNotas . Health

. Education

® Micro-financial services

Work Ethics

Work ethics comprise not only how one feels abour their job, career or vocation, bur also
how one delivers hisfher job or responsibilities. This invalves attitude, behavior, respect,
communication, and interaction; how one gets rogether with others. Work ethics
demonstrate many things about whom and how a person is.

Work ethics engage such characteristics as honesty and dccountability, Essentially, work
ethics break down to what one does or would do in a particular situation. The begging
question in a situation involves what is right and acceptable, and above board, versus
what is wrong, sneaky, and under the table.

Throughout the last few years, there have been companies whose work ethic — honesty,
integrity and accountability — have been rather shady and have a rather negative impact
on other people. This has involved people looking the other way when people have done
something questionable, or thinking it would not marver.

Work ethics, such as honesty (not lying, cheating, and stealing), doing a job well, valuing
what one does, having a sense of purpose and feeling/being a part of a greater vision or
plan is vital. Philosophically, if one does not have appropriate work ethics, a person’s
conscience may be bothered.

Work ethics are inherent; they come from within. A question may involve where they
came from, if they come from within. Philosophically, this may lead ro various
perspectives; though, the rruth about work ethics, and where they come from are
answered from a Christian worldview. Work ethics come from God the creator. God
made humans in His image, and His word proclaims these a variety of work ethics -
honesty, integrity, doing a job well, keeping things above board, and accountability

factors.

The Christian worldview holds essentially to two central work ethics — humility and the
treatment of others. Humility is being humble, no task is too demeaning. Humility
involves servitude, which emphasizes placing other peoples need before one’s own.
Treating others with decency and value equate to the golden rule. The treatmenc of others
involves loving your neighbor, loving your enemy, doing well ta those who dislike you.
It involves valuing others, and knowing they have value,

% Improving Work Ethics

Produce Perfect Work

Cultivaze a habit to perform your work correctly with a minimum of mistakes. Sloppiness
or tardiness must definitely not be present in your attitude, personal appearance or any of
your work cutputs, be it notes, memoa’s, letters, spreadsheets, conversations or anything
related to your work.

Imagine what will occur if debits and credits are being processed the wrong way around
in a financial department. It will have disastrous consequences. Struggle for
professionalism in what you do.









Work Culture

Work culture is a combination of qualities in an organization and its employees thac arise
from what is usually regarded as appropriate ways to think and act. Culrure is the vehicle
through which individuals coordinate their activities to achieve common goals and
expectations. Culture helps individvals understand how their roles fit within the larger
picture. Culture defines the norms of acceptable conduct. Culture develeps consistent
interpretations of behaviors throughout the organization. The well-managed culture can
improve performance significantly while the unmanaged culture will obstruct even the
best-intentioned change effort.

The "work culture” of an organization is a product of its history, traditions, values, and
vision,

It is defined as "a partern of basic group assumprions that has worked well enough to be
considered valid, and, therefore, is taught to new members as the correct way to perceive,

think and feel."

Desirable work culture includes shared institutional values, priorities, rewards and other
practices which foster inclusion, high performance, and commitment, while still allowing
diversity in thought and action.

Work cultures, with mix of practices and ideologies arising from the interactions of
people with their work environments, have been shaped in all by diversitcy—diversity of
employment opportunities, population, and howsing. The ways in which people find
jobs, the thythms of employment, the size of the workplace, the process of getting to and
from work, how the workday is organized, power relationships and hierarchies, how
workers learn and manage their tasks, how they socialize and organize family life, how
informal worker behavior interacts with sanctioned authority and rules—all these things
constitute work culture. There are many different work cultures, reflecting the differences
berween skilled and unskilled labor, professional, white-collar, and service work, and
workers' identities by race, gender, age, and ethnicity. Work cultures have also changed as
the nature of work has transformed over the past 100 years.

The work culture can be improved in 2 number of ways by, for example:

Improving communications between management and staff in both directions.
Consulting employees and their representatives abou their jobs and any changes to them.
Ensuring that jobs which pose a risk and which cannot be completely eliminared are
rotated so that no individual spends a long time on that task.

. Ensuring that all employees have sufficient variety of tasks to enable them to use
different muscles and postures and to make their job more satisfying,

. Providing adequate rest breaks to prevent the build up of fatigue and by ensuring
that the breaks are raken,

) Identifying and removing stress factors from the workplace. Giving workers
control over their pace of work and how they plan their day.

* Removing piece rate and payment by results systems thar make earnings dependent
on excessive wark rates,

. Removing bonus, performance or monitoring schemes which make workers push
themselves beyond their capacities. Having proper monitoring and reporting
procedures for symptoms of RSI.
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Work ethics comprise nor only how one feels about their job, career or vocation, bur also
how one delivers his/her job or responsibilities. This involves artitude, behavior, respect,
communication, and interaction; how one gets together with others. Work ethics
demeonstrate many things about whom and how a person is.

Terminal Exercise

Fill in che blanks:

. Asall governmental organs and institutions owe their origin to the ............... of
the people.

2 Government can enjoy only such powers which are conferred by the ...............

3 Word .....ccovien. was inserted through 42 Amendment.

4. e of the Constitution guarantees equality of all persons before law.

5 The structure of Govt.is ............... in nature.

Supplementary Materials

heep://www.wikipedia.org
www.indiaonestop.com/serviceindustry, htm - 57k
business.mapsofindia.com/sectors/service.html
www.iloveindia.com/economy-of-india/service-sector.html
www.icfaiprass.org

www.tutordu.com

www.managementlogs.com
www.globalethicsuniversity.com

www.bus. Jsu.edu.com.

www.buzzle.com.

www.allbusiness.com,

www.icai.org.pdf.

www.jdhr.org.pdf.

www forensicaccounting.com.

www.forensic.com

www.rtedwards.com

Assignment

A recent study has revealed that a majority of employees spend ten hours or more in
a month complaining or listening to others complain—abour their peers, subordinares,
bosses or management. More alarming is the statistic thar a third of employees spend 20
hours or mere per month in this activity that does not create any value.

Dr. Goldsmith, the celebrated management thinker, suggests that each of us should ask
ourselves the following four questions before making a public commenc.

1. Will this comment help our organisation?

2. Will this comment help our stakehaldess?


http:www.rtedwards.com
http:www.forensic.com
http:www.forensicaccounting.com
www.jdhr.org.pdf
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http:http://www.wikipedia.org
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3. Will this comment help the person that | am talking to?
4. Will this comment help the person that I am talking about?
2N odes

If the answer to any one or more of the above questions is “no”, Dr. Goldsmith has a
simple solution; “Don't say it”. In other words, if a comment has no value-creating
potental, please do not make that comment.

Question

Sugpest suitable measures for prevention of this bad practice in business organisations,

Reference Books

Mireal Vivek (2007), Business Envivonment, Excel Books.
Bedi Suresh (2000), Business Environment, Excel Books.

Mishra, Puri (2006), Economic Environment af Business, Himalaya Publications House.

Spiro George W. (1993}, The Legal Environment of Business, Englewood Cliffs,
NJ Prentice Hall.

Starling, Grower (1996), The Changing Environment of Business, Cincinnati, OH, South
Western College Publishing.

Weidenbaum, Marray L. (1999), Business and Government in the Global Markes Place,
Upper Saddle River, NJ Prentice Hall.

Learning Activity

Growth of population, rising temperature, falling warer wbles, reduction of land per
person and fall of forest resources are the problems faced wday by many countries of the
world. More of forest resources are wsed by human beings. There are serious
environmental threats for the globe. Environmental issues pose a threat ro all
administrators. Both pollution and resource depletion operate side by side. Enwironment
is the common property for all the people. Pollution control has become an urgent
necessity. There is no wultimate utility of increasing material welfare at the cost of
pollution and other related issues. Occupational hazards are increasing, with lesser drive
to remove these hazards. Fraom economic crisis, humaniry should not be driven 1o an
environmental crisis.

Question

Suggest practical measures for introducing effective environmental regulatory measures.

Keywords

Economic system: The means by which a society disuibutes goods and services to its
citizens. Every society has some sort of economic system,

Ethicallunethical: Adjectives formed from the noun ethics. Interchangeable with
maral/immoral.

Ethical Analysis: The analysis of a situation, conflict, or choice in rerms of its ethical or
maral dimensions, that is, in terms of the right or wreng (actions} and good or bad
(character).
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Coporate Values: The operating philosophies or principles that guide an organization's
internal conduct as well as its relationship with its customers, partners, and shareholders.
Core values are usually summarized in the mission statementor in the company's
statement of core values,

Core Values: A principle that guides an organization's internal conducr as well as - its
relationship with the external world. Core values are usually summarized in the mission
statement or in a statement of core values.

Business Culture: Model or style of business operations within a company. The business
culture determines how different levels of staff communicate with one another as well as
how employees deal with clients and customers.

TQM: Total Quality Management
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Introduction

It may not be difficule to supervise, manage and control others bue the grear art of living
is to control oneself properly before trying to manage and control athers. One should
strictly follow the principles in one’s work, and should always sincerely adhere ta honest
practices in one’s life. Thus, the above mentioned advice of Avatar Meher Baba is very
much the need of the day which every person has to sincecely put it into pracrice.

It is necessary to take good care of one’s body while one is in the way of earning his
livelihood or undergoing courses of studies as a student, and avoid spending time
aimlessly or leading a goalless life after retirement from active service.

Stress, tension and strain are the triple curse a busy corporate executive has re encounter.
A person who leads a stressful life eventually becomes a victim of many ailments.
Waorking for long hours, unknowingly raking a wrong dict witl a sedentary lifescyle may
expose a person to a high cardiac risk. High blood pressure and seress based diabetes and
irregular life style lead to cardiac problems. A person who is always exhausted becomes
weak and listless and develops breathlessness on exertion. Many a business executive
suffers from sleepless nights, indigestion, acidiry and 'gas’ problems. He falls prey ro
frequent colds and coughs due 1o environmental pollution and other causes. Further,
AIDS, cancer and other diseases are the bane of the present era. Hence, periodical medical
check-ups pre-employment check-ups and other specialized check-ups should not be
neglected.

Ethics at Work Place

Nudging one’s self towards one’s Higher Self can be accomplished if a person realizes the
need for holistic and ethical approach to management by a paradigm shift from western
principles to an enlightened philosophy of life based on Yaga, Siddha and Samadhi. Yoga
is the way 1o lead oneself to higher self. Siddha is the appropriate knowledge which has
been proved or accomplished and Samadhi means a state of equanimity of the mind or
intellecr,

Management is not merely the art of directing the activities of men so as t0 make the best
use of money and materials, but ic is the skill of enterprise based on experience, intution
and wisdom. While the task of managing material and financial resources may not be
difficult for an experienced manger, it is an entirely different matter when it comes ro
directing human resources. The difficulty arises simply because animate is quite different
from inanimate. For example, one can pelish a reugh diamond and cut to make it sparkie
so as to enhance its beaury and hence, its monetary value. The same does not apply
precisely in the same manner when it comes to training human beings. A person may be
exposed to good education or training, whereby he can have the opportunity to acquire
skills. When finally placed in a business or industrial organization, such a person may
initially show great promise. However, his efficiency. morale, commitment and loyalty
may not necessarily be a non-variable phenomena. The modern world of business and
industry abounds with examples that show that mere salarv. training and handsome perks
do not necessarily guarantee wisdom, or loyalty of the same degree from all such
employees. Therefore, the need of the day is to provide the righr kind of environment for
all the levels of employees to think about themselves in regard to the values and principles
of proper and efficient work. ‘Qualitative sincerity” and not ‘quantitative variety’ should
be the guiding motto not only for an organization, but for each and every employee,
whether he s a labourer, a supervisor, a middle level manager or one belonging to the top
management. Development of the individual not merely for promoting the productivicy
of the organization bug essentially for the ‘good of the individual self’ is to be emphasized
as the most relevant work-philosophy for any organization.
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Personal Values and Organizational Goals

ANotas

Values are features or qualities that are believed worthwhile; they symbolize an
individual’s highest priorities and extremely held driving forces.

Organizational values are primary constituents of a company culture. As Gyoker says,
organizational culture is a flexible dimension of the company which impacts on business
performance considerably. Organizational culture can be recognized as a mechanism of
norms based on general values, trusts and standards of behavior.

Values emerge at two chief levels in organizations. One of them is the level of the entire
organization and the other one is the level of the individuals. According to Borgulya and
Barakonyi, collective cultures focus on organizational-level values against individual
creativity and self-actualization. By distinction, individualist cultures focus on individual
level values creating a competitive work atmosphere.

Hofstede and Trompenaars move towards Individualism and Collectivism as two
conflicting poles of the similar cultural element. According to Geert Hofstede, employees
in an individualist culeure are anticipated to perform in accordance to their own interests
and work should be ordered in such a way that this self-interest and the employer's
inrerest agree.

Fons Trompenaars describes the cultural aspects as Individualism  versus
Communirarianism. In an individualistic culture, people put the individual before the
community. In a communitarian culture people put the society before the individual.

Both models stress the role of the values in constructin,, and developing organizational
cultures.

Riddersttrale and Nordstrom state that communities are individualists and team players at
the same time. In spite of this truth, numerous researchers trear individualism and
collectivism as contradictory poles of the same cultural constituent. By comparison, the
company of the future is neither individualist nor collectivist, but both of them together.
Organization is a group of well-built personalities bonded by general goals.

Researchers have been interested in coordination between organizational-level and
individual-level values for numerous decades. According to McGregor the hypothesis of
integration signifies to make conditions in which the employees can achieve their
individual goals most productively by means of making their attempts for the objectives
of the company. Most fruitfully means, that the substitute of self-motivation and self-
control is more attractive than any other possibilities such as neglectfulness,
irresponsibility and hostility. The managers choosing theory Y inspire their subordinates
continuously to improve and exploit their knowledge, practice, abilities and creativity for
the success of the company.

Lovey and Nadkarni write in their book titled “The Joyful Organization”™ that the more
prospects the organization gives for the person for self-actualization and for development
of his capabilities, the stronger belongingness he senses to the company.

Additionally they say if the employees have to reach not only the objectives of the
organization but also their individual goals, then both the company and the individual
become successful. The healthy organization accomplishes the requirements of its
employees by creating an environment where the members of the group improve their
competencies, they feel significant and they can artain their goals while they undersrand
organizational goals. Individual values are also consists of personal ethies.
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Make your Decision

Assess the consequences

F

Compare values and
alternatives for a clear
decision

Specify the alternatives

4

ldentify major principles, rules
and values

T

Define the Ethical lssue

Determine the Facts

Figure 5.1: Decision Model for Analyzing Dilemmas

Modern theories of ethics may prove useful in understanding and encouraging ethical
behavior in business. Imagine a lawless system where every human action is influenced by
market forces. Can an organization in this situation remain ethical? Can business exist if
every firm took decision on the basis of self interest at any cost? Does lawless market
forces ensure justice and fair business. Of course not.

Economist Diwight Lee and Richard Mckenzie support this contention. They explain that
a businessperson may act honestly because of the high cost of dishonesty.

An economy in which people deal with each other honestly produces more wealth than
one in which people are chronically dishonest because more exchanges occur directing
resources into their most productive employments.

Ethics and Human Resource Management

Human Resource Management (HRM) is the process of selecting, developing and
maintaining competent workforce to achieve the goals of the organization. It is action-
oriented; futurc-oriented; and development-oriented. One of the aims of HRM is to
manage human resources in an ethical and socially responsible manner,

Like other branches of management, the HRM also has new features which are different
from the traditional practices. Some of the new lines of improvement in HRM are given
below:

I.  The Traditional HRM gives importance only to employee relations. The modern
HRM considers employees as internal customers.
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2. The wadidonal approach was slow, reacuve and fragmented. The modern

approach is fast, proactive and integrated.
3. The uadidonal approach was rigid while the modern approach is flexible, Noes
4. The rtraditiona] HRM gives imporrance to transactions while modern HRM

emphasises on transformation.

Modern Human Resource Management (HRM) has piven place to Human Resource
Development (HRD) so that the individual employees are trained to achieve the goals of
the organisation. The groups are nurtured and developed. The scope for the application
of ethical practices in human resource management is vast and varied. In fact, human
resources are an important form of resources in any business organization. Some of the
unethical practices originate and expand in managing human resources. It is the
responsibility of the management to create a work environment that supports ethical
behaviour and discourages unethical behaviour. Setring ethical ideals is not enough. The
manager should follow ethical goals in daily corporate life. Managers should pay more
attention to whar they do than whar they say. They should take advantage of
opportunities to demonstrate ethical conduct.

< Some Unethical Practices by Employers

Rift vl Uniouns

When unions are representing the employees, no doubt collective bargaining is on the
rise. It is not fair to mislead or browbeat the unions buc it is advisable to 1ake the union ta
confidence and explain the positon of the company.

Exploitation "
Exploitation of employees in any form is highly unethical. Low wages. poor working
conditions, difficult targets, pressures and heavy schedules are the different forms of
exploitation of employees. Exploitation is inhuman and ultimately affects the labour force
of the economy.

Bias in Selertion

When selection of employees takes place, it should be done in a professional way. There
should be no bias in the selection of employees for an organization. For example, if
selection is made only from one angle or rejection only from one particular aspect, it is
not considered to be a good practice. Organisations should have right employees with
right skills in the right places at the right time.

Differential Treatment

The employers should not use differential treatment for the employees. This will lead 1o
more and more of division, and internal conflicts.

The employees sometimes present fake claim of ages, qualifications and experience. They
produce fake certificates and resort to slow work and wastage of resources. These are all
not only unethical but criminal practices.

Passing of irrelevant orders, vindictive transfer policies and political pressures on internal
aspects of business are the unethical practices followed by the government.
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< Reward Systems

Reward systems play an importwant influence on the behavivur of the people at work.
According to reinforcement theary, peopls are likely to behave in the way they are
rewarded.

Employees in business organisations are constantly on the lockout of information about
rewards and punishments. People perform according to the reward. The rewards have to
be explicit. The organisations should set an ethical Pygmalion effect. 1n terms of ethical
Pygmalion eftect, the expecrations for ethical behaviour are 1o be set high and people are
expected to achieve high standards.

There is an extension of reinforcement theory called social learning theory. In terms of
social learning theory, people learn from observing the rewards and punishment of others.
The workers are constantly en lookout for infarmation about rewards as well as
punishments. If che workers see thar others get away with unethical practices like lying,
cheating or stealing, they also try w follow these behaviour parterns. Ethical behaviour is
rewarded in the long-run.

On the other hand, punishments can be given then and there. The punishment should be
administered fairly. The level of punishment should be in proportion to the level of
unethical behaviour. Through one punishment, the other workers can be corrected. At
any cost, unfair punishment should be avoided.

Human assets cannot be duplicated and should become the competirive advantage for an
crganisation. All other assess like physical and capital are managed effectively by human
assets only.

Every organisation has to determine the actual ‘value” of each employee. Valuation of
human assets has implications for compensation, promaotion and tetention.

%+ Cash and Incentive Plans

Employees should be given fair wages related 10 standard of living. 1f fair wages are not
provided, echical practices may not prevail. The employees will take the undue advantage
of poor compensation to indulge in poor work, absenteeism anc ather unethical practices.
For equal work, there should be equal pay. Inequalities in wages are not justified for the
same type of job.

Ethics requires incentives for berter performance and higher qualifications. In any pay
system, there should be fairness or equity. The term equity has the following three
dimensions:

1. Internal equity, witich ensures that more difficulr jobs are paid more.

2. External equity ensures char jobs are fairly compensated in accordance with the
conditions in the labour market.

3. Individual equity, which ensures equal pay for equal work.

Incentives and rewards arc 1« key component in any perforinance management syster.
The new forms of motivaung employees are coming up. In the presene environment
charactetised by giobalisation, privatisation and liberalisation, the traditional incentive
schemes are not suitable. Some of the non-monetary incentives are gift vouchers citation,
quality award, R&D Award, Geod Health Award, Long Service Award and Crearivity
Award.

Compensation management is integrated with business and human resource management
strategy. Therefore, the reward .ystems should be integrated with overall business plan
and strategy.
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Merit rating should be done in an ethical way. Let us take the case of sales people. The

job factors of a salesperson are sales promotion, realisation of outstandings, goodwill calls

after sales service and investigation of complaints. All these tasks have to be taken into Notes
account in merir rating,

A well-defined and designed incentive and reward systems can increase producrivity.

Productivity linked bonus should be designed in a most ethical way. The following

precautions have to be taken into account.

1. The tendency of the labourers to speed up everything, leading to accidents and
wastage of resources has to be avoided.

2. The labourers have to give up the practice of inflating their performance.

3. The incentive schemes should not reduce the unity of the workers.

The following guidelines are necessary for the ethical implementation of good incentive
schemes:

1. The desired positive behaviour at all levels should be supported.

2. The palicy should be clearly articulated. The recipients should know what is being
rewarded and the reason for reward.

3. The scheme should be adaptable to the changing business conditions.

The scheme should be regulatly reviewed for effectiveness and achieving the
desired results.

< Discrimination

Discrimination is wrong because it violates a person’s basic moral rights. According to
Kantian theory, human beings should be treated as ends and not merely as means.

The society’s productivity will be optimised to the extent that jobs are awarded oii“the
basis of competency. Different jobs require different skills and personality traits, if these
jobs are to be carried out in a productive manner. Naturally, jobs should be assigned to
those individuals whose skills and personality traits quality them as competent for the job.

a—

Discrimination leads to decline in production and, is cherefare, unethical.

In developed countries, discriminatory practices are found in recruitment, screening,
promotion and conditions of employment, In developing countries, the following
discriminatory practices are followed:

Faculey screening

Unfair interview

Wrong recruirment

No consideration for seniority in promotion
Discrimination in wages

Discrimination in bonus

Discrimination in treatment

Forced resignation

Denying or delaying retirement benefits
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Some norms can be fixed for quality of solutions.

1. Fully ethical and legal is considered a best solution.
b ‘ g e oNites

2. Fully ethical but not so legal is ethically acceptable.

3. Fully legal but not ethical is a masterminded solution but not acceprable,

4, Unethical and illegal combination is disastrous.

Ethical and economical combinations can be made in the following manner;

1. Fully ethical and most economical combination is the best.
2 Fully ethical and not so economical is acceptabie.

3. Maost economical and not ethical is dangerous.

4 Neither ethical nor economical is disastrous.

» Corporate Takeovers

Corporate takeover is a general term referring to transfer of control of 2 firm frum one
group of sharcholders o another group of sharcholders. Change in the controlling
interest of a corporation, either through a friendly acquisition or an unfriendly, hostile,
bid. A hostile takeover (with the aim of replacing current existing management) is usually
attempted through a public tender offer.

Ethics and Marketing

< Concept of Marketing

The concept of 4Ps is relevant in modern marketing. The 4Ps are Product, Price, Place
and Promotion.

Product

The product is required to be the needs of the customers. The product may be tangible or
intangible like a service. With the growth of technology and large scale production,
manufacturers are able to produce large annuity with lesser cost. Since the customers want
berter quality, importance has been given to the quality of the product or service. With
the passage of time, there are many sellers leading to more and more of compedition. A
healthy competition is good for business and sociery.

Price

Price is the worth of the product in the minds of the customers. If the price is cheaper,
the customer buys the product. In modern days, along with the price, the quality of the
product is also equally important.

Place

A convenient place for shopping is also equally important. People used to gu to markers
tur buying the products, in modern days; door delivery is an attractive feature.
Promolion

Promation includes advertising, personal selling, sales promotion, publicity and public
relations so as to increase the sales of a product or service.
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“+ Present Market Environment

The following are the features of the present market scenario in India:

. Alarge umber of multinational corperations have been operating in India.
India's economy has been globalised

The IT sector has emerged powerful but in recent times, it is experiencing a slow

down.

4. Thereis an influx of cheap chinese goods in a big way.

5. The buying power of urban peaple has increased. There is also emergence of rural
marketing with greater demand, different goods and services.

6. Terrorism has affected the normal life of people in many cities as also tourism and
recreation.

< Marketing Mix

Just as many ingredients are necessary for a chef to prepare a delicious meal, the
marketing manager has ta combine the different factors. All these factors can be called the
marketing mix. The factors include:

Marketing research
Product

Packaging

Brand

Trade mark

Price
Transportation

Adverrising

e AL - e

Personal selling
10, Credir facilities.

With this background, we can discuss the ethical issues involved in markering.

Consumerism

The basic objective of marketing is to satisfy the needs of the consumers. The starting
point of economic activity is consumprion. There was a time when consumers were
cheated and exploited. In modern times, the concept of consumerism is popular and
covers most of the nations. Consumerism refers to social activism of protecting the rights
of consumers in their dealings with business.

*» Basic Rights of Consumers
Right for safe products

Right to be informed about the products
Right to be heard

Right to choose

Right to be educated about purchases

U S o e

Right for a courteous service.
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Gandhiji had said:

“A customer is the most important visitor on our premises. He is not dependent on us.
We are dependent on him. He is nor an interruption in our work. He is the purpose of it.
He is not an outsider in our business. He is a part of it. We are not doing him a favour by
serving him. He is doing us a favour by giving us an opporrunity to do s0.”

Some salespeople complain that their customers ask too many questions to which Sam

Walton (Wal-Mart) answers: “The customer has all the answers, and importantly, all the
M

money”.

In fact, the various marketing strategies and programmes should deliver the full expecred
value for money to the consumer. Though the consumers are called ‘kings’, there are so
many cases of exploitation of the consumers. In the age of the Internet, the consumers are
misinformed, misled, deceived and forced to buy some products and services.

The emergence of large-scale unethical and unfair practices in business has led to the
growth of consumerism. Consumerism is an organised movement that seeks to protect
the interests and rights of consumers, both individual and institutional, against
irresponsible, unethical or unfair practices of business firms botch in the public and private
SeCrors.

“» Ways of Consumer Exploitation

1. Fixing a higher price.

False discounts and false sales.

Sub-standard quality

False product differentiation of goods and services.

Sale of goods that is injurious to health, life and properry.

N W W

Suppression of information about the quality, standard and performance of the
product.

Reduction of competition through collusion with other traders.

o

False and misleading adverrisements.

9. Supply of adulterated goods.

10.  Not honouring guarantees and warranties.

11.  Use of false weights and measures.

12. Making a misleading representation about the need of a product or service.
13.  Creating anificial shortage of goods in order to increase prices.

14.  Not redressing the grievances of the consumers.

“ Role of Consumer Organisations

Mere legislation for protecting the consumers is not enough. Consumers have to come
forward in organizing efforts to form voluntary consumer organisations. A volunrary
consumer organisation is formed by a number of consumers voluntarily with the purpose
to protect and promote their rights as consumers,
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The following are the basic functions of a consumer organisation:

1. Protecting and promoting the economic and other related interests of the
consumers. cAodes
2. Detecring the malpractices related to price, quantity, quality and safety of the

products and services.
Finding out the genuineness of discounts and sales.
Initiating acting to protect the consumers in accordance witch the laws.

Promoting consumer awareness and consumer education.

Ethics and Advertising

Advertising is a paid form of non-personal communication about products and services.
The term ‘paid’ refers to the space or time for an advertising message. It is also
non-personal in the sense that there is no opportunity for feedback. The advertising
message is transmitted 1o a large group of individuals.

Advertising is an essential wol for mass marketing and class marketing of goods and
services. The nature and purpose of advertising differ from time to time, place to place
and industry to industry. There are many types of advertising such as national advertising,
regional advertising, business-to-business advertising, professional advertising and rarget
group advertising.

There are three impertant objectives of advertising namely provision of information to
the buyers, persuasion of buyers and reminder to buy.

¢ Promotional Role of Advertising

1. Advertising provides information about products, services and places. This
informarion can promote more and more of opportunities for growth.

2. Advertsing encourages a higher standard of living by providing a lor of
information about new products and services. The consumers make new decisions
to increase their standard of living.

3. Advertising as an industry creates a lot of employment opportunities to many
people.
4. Advertising generares more and more of thinking and imagination.

Advertising also promotes severe competition between two similar products. The
advertisement efforts of Cake and Pepsi are good examples.

% Unethical Aspects of Advertising
1. Very often, advertisements make false claims and deceive the consumers.

2. A popular action may be legally approved but not ethical. Let us rake the
advertisement of tobacco companies. It is an unethical practice in the long-run.
There is no law restricting twbacco companies from advertising their products
except the statutory warning thac tobacco is injurious to health.

3. Many advertisements exhibit vulgarity and violence, which affect the moral
standards of youth.
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4. There is always an element of manipulation in advertisement. This leads to
conspicuous cansumption of goods and services affecring the growth of capital
formation in the country.

WA

Promotion of alcohol among the younger generation through advertisement is also

considered unethical,

6. Instead of being creative, many advertisements are stereotyped, causing a lot of
wastage of resources.

Advertisements are more of propaganda than of provision of correct information,

Electronic advertisements affect children because they cannot make a distinction
berween programmes and commercial advertisements.

9. Portrayal of women in advertisement has to be restricted and related 1o the producr
or service. Advertising is criticised for stereotyping women and failing to recognize
the changing role of wemen in modern societies. Women have been shown as
models and objects of beauty. In contrast, men have been portrayed as
constructive, powerful and achieving. This portrayal of women as sex objects
contributes 10 the growrh of violence against women.

10.  False benefits are propiated in order to make the consumers to shift the brand.
Advertising affects the freedom of choice and erodces social values.

The executives of advertising agencies do not have a correct answer to these prablems.
They say that what is legal is also moral. They also argue that the consumers are smart
and all other companies are also advertising more or less in the same patrern.

Moreover, misleading financial print statements also appear in print media through big
advertisements. Some companies having bad labour practices make huge advertisements
about their producis. All these are unethical advertising practices.

% Advertising and Product Information

A good advertisement should be fair enough to describe the features and normal benefits
of a product or service. It can be creative, logical and innovative. It need not be an
exaggeration of facts and features. It should try to educate the consumers and creare
awareness in the minds of people. Ethics requires that the side effects of a product or
medicine have to be informed to the public.

< Unnecessary Buying Behaviour

It is said thar advertising makes people ta buy goods and services which they do not need.
Persuasive advertising dealing with emotions, anxieties and psychological needs affect the
consumers. A good advertisement should give the consumers an option to think and act.

The famous American economist, john Kenneth Galbraith, said that advertisement is one
of the reasons for conspicuous vonsumption.

< Advertising and Media

Advertising plays an important role in financing the medis It rries to control the media
by pressuring the networks to change their programming. There is a strong need for
control of advertisement. In many cases, the editorial opinic « are created in favour of
advertisers,
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Notes

such as design manufacturing, transportation packaging and disposal. Packaging has
become an important selling point for products in modern days.

Sometimes, the label intormation misleads the cansumers about the content of the
package. The dangerous products are unsafe to the consumers. The pictures in the
package are not the same as actual products. Packing should take into account the cost of
packaging materials, shelf space available, capacity of protecting the preduct from damage
and prevention of stealing from the pack.

Uldmately, packaging should protect the quantity, quality and the regular features of the
product. In the present context of globalisation, international standards have to be
maintained with regard w packaging and labelling.

Marketing Research

The following are the important ethical practices in marketing research:

1. There should be no misrepresentation of research results.
2. While interviewing children, special care should be taken into account.
3. The informants should clearly understand the meaning of each and every question

in a questionnaire.
4. The client confidentiality has to be maintained.

Marketing research should be used only for the purpose of doing research related
to marketing. It should not be used as a means of develeping sales or promotions.

6. Marketing research should secure the co-operation of the informants for the
interview.

It should provide the name of the research agency conducting the study.

It should prevent undue stress on informants.

Price Fixation

Price refers to the value of a product in terms of rupees or any other currency. Both
demand and supply are the two forces operating in fixing the price.

In the real world of oligopolistic market conditions, it is easy for the firms to set their
prices at artificially higher levels. Firms in any oligopolistic industry agree to limit their
production so that prices rise to higher levels. Price collusion and price gouging are the
two unfair pricing methods. Price collusion occurs when twe or more firms agree to
collaborare on such wrongful acts as price fixing. Price gouging is a response to increased
demand with a higher price.

The price level should not be exploitarive in nature. In accordance with the welfare
economy, dual pricing is fixed for many goods and services. The price of any air-
conditioned ticket in a train is costlier for a poor man who can afford 10 go in the second
class. The ‘only students’ edition of the book is cheaper compared to the library edition.

Confusing methods are employed by most of the manufacturers be prefixing words like
“new” or “20% extra for same price” or “more powerful” to change the mindset of the
consumers,

Marketing Strategies

Marketing strategies are used to increase the marker share, effectively compete in
marketing and promote the sales. A good marketing strategy has to be followed in
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accordance with ethical considerations. Some of these ethical considerations are given
below:

. A right type of information has 1o be provided for the consumers about the quality oAt
of the product, safety, usage and its special features.

2. Instead of confusing the customer, there should be claricy in their strategic
statements,

3. Thete should be no force in making the consumers buy the product like ‘buy rwo

and get one free’.
4. The consumer should really feel the worth of the money on the product or service.

Even if the hire purchase system is encouraged, it should not exploit the
consumers. The marketing people should know the limitations of the consumers.

* Avoidance of Unethical Practices in Marketing

1. Any discrimination against the rural markets should be avoided. The rural
population has a lesser income than the urban population and deserves the support
of the society.

2. Any form of violation of copyrights should be avoided.

Damaged products should be withdrawn from the markets. Similarly, medical and
food products should be soid within the expiry period and beyond that, these
products should be withdrawn from the market.

The side effects of medicines should be pointed out to the consumers.
The duplicated goods or imitative products should not be sold in the market.
Offering big gifts or extra quantity should be discouraged as unethical practices.

The big companies should promptly pay to the small companies for the purchases.

[ I - N T

The growth of black marketing and the creation of artificial scarcity have to be
discouraged. These are serious economic offences leading to the inefficiency of
marketing system in a country,

9. There should be the avoidance of price discrimination.

+»» Problems of E-commerce

Electronic commerce is a modern method addressed to the needs of organisations and
consumers, It helps in cutting cost and increases the speed of service.

Boeing Airplane Company launched an e-commerce site in 1996 on World Wide Web
and it helps the global ctustomers. It has warmed its suppliers that they must develop the
ability to conduct business through e-commerce or will not be considered for business by
Boeing.

Some of the unethical practices in e-commerce are listed below:

1. There are serious discrepancies and even frauds in electronic funds transfer.
2. There are frauds in electronic cheques.
3.  There are three major risks involved in the electronic payment systems, namely,

fraud and mistakes, privacy issue and credit risk.

4.  Some of the laws of the land are violated as e-commerce takes place berween many
countries of the world.
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Donovan defines corporate governance as “an internal system encompassing polices

processes and people, which serves the needs of shareholders and other stakeholders, by

directing and controlling management activities with good business savy, objecrivity and oAbtes
integrity. Sound corporate governance is reliane on exeernal marker place commitment

and legislation, plus a healthy broad culture which safeguards policies and processes.

Shleifer and Vishny define Corporate governance thus:

“Corporate governance dezls with the ways in which suppliers of finance to corporations
assure themselves of getting a return on their investment”.

The Organisation for Economic Co-operation and Development (OECD) has defined
corparate governance as.... 'a set of relarionships between a company’s beard, is
shareholders and other srakeholders; It also provides the structure through which the
objectives of the company are set, and the means of atmining those objectives and
monitoring performance are determined.”

Adrian Cadbury has said that, “corporate governance is concerned with holding the
balance between economic and social goals and between individual and communal
goals.... The aim is to align as nearly as possible the interests of individuals, corporations
and society”. According to SEBI, corporate governance is the acceptance by the
management of inalienable rights of shareholders as the true owners of the corporation
and of their own role as the trustees on behalf of shareholders.

A few more definitions are given below:

“Corporate governance is concerned with ways of bringing the interest of investors and
managers into line and ensuring thac firms are run from the benefit of investors.”
“Cosrporate governance is concerned with the relationship between the internal
governance, mechanisms of corporations and society’s conception of the scope of
corporate accountability.”
"Corporate governance includes the structures, processes, cultures and systems chat
endanger the successful operation of che organisations.”
The World Bank has defined corporate governance as “the blend of law, regulation and
appropriate voluntary private sector practices which enables the corporation to attract
financial and human capieal pecform efficiently and, thereby, perpewate it by generating
long-term economic value for its sharcholders, while respecting the interests of
stakeholders and sociery as a whole.”
1. It promotes an adequate and appropriaze system of controls operative within a
company and, thereby, assets can be safeguarded.

It prevents any single individual becoming tao powerful.

3. luis concerned with the relationship between a company’s management, board of
directors and all the stakeholders including shareholders.

The company is managed in the best interests of all.
It promotes transparency and accounrability.

It aims ar promoting the best corporate performance through the best corporate
management practices.

Corporate Disclosure

There should be the umely and balanced disclosure of matters related to the organisation
so that all investors have access to clear and factual information. The annual repart should
record:
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(a) A statement of the operations of the board including decision-making;
(b)  The number of meetings of the board and the commitrees;
(¢)  Performance evaluation of the board;

(d)  Steps taken by the board to develop an understanding of the views of major
shareholders about their company;

(e} A description of the work of the remuneration committee;

{(fi A statement from the directors that the business is a going concern with supporting
assumption; and

(§) A separate section describing the work of the audit committee in discharging
responsibilities.

Ethics, Technology and Computers

Computer technology is not the first technology to raise moral issues. New technologies
pose ethical issues when new possibilities of human action are created. Always, new
technologies create benefits as well as new problems.

Example: Can organ donations be allowed?

Technological growth has to be evaluated at each and every stage. Many times
technological possibilities and inventions have been rejected or controlled like nuclear
power. The various chemicals deplete the amount of ozone in the atmosphere causing
environmental problems.

We have to admit computers have created enormous opportunities for the growth of
individuals and institutions. Man could not have reached the moon nor reached this
rremendous level of global communication without computers. Information technology
used in the health sector has enhanced our ability to detect, diagnose and rreat illness.
It has created new vistas for employment, business and development.

According to James Moor, “the central task of computer ethics is to determine what we
should do and what our policies should be.”

A few questions for discussion

1. Is it ethical for a business company with a web site 1 place a cookie on the hard
drive of those who visit the site? A cookie is a mechanism that allows a website 1o
record comings and goings.

2. Is data mining morally acceptable?
3.  Should computer graphical incidents be used in courts?

The policy vacuums needing to be filled in computer technology is 2 good example of the
fluidity and uncertainty of technology. Even before the invention of computers, there
were laws like patent law, copyright and trade secrecy. These laws cannot be applied to
computer software because it is difficult o conceprualise the software programmes.

Law cannot fill the policy vacuums and address the ethical issues. Though nothing is new
under the sun, the computer technology has brought about new entities such as
programmes, software and websites. Another special feature of IT is that it has changed
the scale of many activities and operations. This naturally includes the vast data
collection, statistical analysis and the large scale communication. New kinds of knowledge
such as knowledge about the solar system, abour weather and the economy are available.
Computer technology has created a new instrumentation for human action,
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Intellectual Property Rights

TRIPS provide adequate protection of intellectual property in following categories:

Copyright: The TRIPS agreement says that computer program will be protected as
literary work under the Berne Convention and outline how database should be
protected.

It also expands international copyright rule to cover rental right. Author of
computer program and preducer of sound recording must have the right to
prohibit the commercial rental of their work to the public. A similar exclusive right
applied to film, literary works, art, etc.

The agreement say performer must also have the right to prevent unauthorized
recording, reproduction and broadcast of live performance for not less than
50 years. Producer of sound recording must have the right to prevent the
unauthorized repreduction of recording for a period of 50 years.

Trademarks: The agreement defines the type of sign chac must be eligible for
protection as a trade-mark, and it describes that the minimum rights of trademark
owners. According to it service mark, must be protected in the same way as

trademark used for good.

Geographical Indications: This tool gives pratection to goods that can be identified
as originating or manufactured in the rerritory of a country, or a region or locality
in that territory where a given quality, reputation or other characreristics of such
goods is essendally artributable to its geographical origin.

A place name is sometimes used to identify a product. This “geographical
indication” does not only say where the product is made. More imporwantly it
identifies the product’s special characteristic, which is the result of the product’s
origin. Well-known examples include “Champagne”, “Scorch”, “Tequila”, and
“Roquefort” cheese. Wine and spirit maker are particulatly concerned abouc the
use of place-name to identify product, and the TRIPS Agreement contain special
provision for these types of goods. Using the place name when the product is made
elsewhere or when it does not have the usual characteristic can mislead consumer,
and it can lead to unfair competition. The TRIPS Agreement say countries have to
prevent misuse of place name.

Some exceptions are allowed, for example, if the name is already protected as a
Trademark or if it had become a generic term. But any country wanting to make
an exception for these reasons must be willing to negotiate with the country which
wants to protect the geographical indication in question.

Industrial Designs: Under the TRIPS Agreement, industrial design must be
protected for at least 10 years,

Protected design must be able to prevent the manufacrure, sale or imporration of
article bearing or embodying a design which is a copy of the protected design.

Parents: The agreement says patent protection must be available for invention for
at least 20 years. Patent pratection must be available for both product and process,
in almost all field of technology. Government can refuse to issue a pavent for an
invention if it commercial exploitation is prohibited for teason of public order or
morality. They can also exclude diagnostic, therapeutic and surgical methad, plant
and animal (other than microorg .aism), and biological process for the production
of plant or animal (other than microbiological processes). Plant varieties, however,
are protect able by patent or by a special system (such as the breeder's right
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Assignment

Naothing on earth renders happiness unless one finds happiness. Historian Will Durant
described how he looked for happiness in different things and was mostly disappointed.
First, he looked in knowledge and found only disillusion. Later, he sought happiness in
travel and found tiredness. He locked for happiness in writing but formed enly fatigue.

One day, Will Durant saw a woman wairing in a tiny car with a sleeping child in her
arms. A man came from a train and gently kissed the woman and then the baby softly
withour waking the baby. The family drove off and Will Durant realized that every
normal function in life can create some delight and happiness.

Question

How can managers carry out their managerial activities happily.

Reference Books

Mitral Vivek {(2007), Bustrness Environment, Excel Books.
Bedi Suresh (2006), Business Environment, Excel Book_s.
Mishra, Puri (2006), Economic Environment of Business, Himalaya Publications House.

Spito George W. (1993), The Legal Fnvironment of Business, Englewood Cliffs,
NJ Prentice Hall.

Starling, Grower (1996), The Changing Envirenment of Business, Cincinnari, OH, South
Western College Publishing.

Weidenbaum, Marray L. (1999}, Business and Government in the Global Market Place,
Upper Saddle River, NJ Prentice Hall.

Learning Activity

[n 2007, severa! pharmaceutical companies in India announced their intention to stop
providing incentives like gifts, cash and travel holidays to docrors to influence their
prescriptions. This voluntary code was developed by OPPI (Organisation of
Pharmaceutical Producers of India) which represenred the major pharmaceutical
companies aperating in India.
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This code also urged these companies to resist from making exaggerated claims about the
benefits of their products.

Medical doctors around the world are known to be pampered by the drug companies cAotes
with gifts and other offers. It is observed that some doctors demand expensive gifts and
companies thart failed to offer these gifts were refused the sales call,

The companies represented by OPPl accounted for around two-thirds of the marker.
There are many conipanies which are not a part of OPPL.

Question

Whar are your comments on this case?

Keywords

HRM: Human Resource Management.

Ethical Dilemma: A problem or situation that requires a person or organization to choose
between alternatives that must be evaluated as right (ethical) or wrong (unethical).

Whistle-blowing: It is an actempt by a present or former member of an organisation t
disclose the wrong acts in an organisation.

Flame: A searing e-mail or newsgroup message in which the writer arracks another
participant in overly harsh, and often personal, terms. Flames are an unfortunace, but
inevitable, elemenr of unmoderated conferences.

Spam. Electronic junk mail or junk newsgroup postings. Some people define spam even
more gencrally as any unsolicited e-mail.
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‘ After studying this unft, you will be able to understand about:

& The measures to encourage ethical conduct and institutionalize ethics training
o The code of conduct

% The ethics audit

% The corporate culture and the related values and codes.

Introduction

There is a strong need for implementing cthical values in decision-making and
implementing. Organisations may become bad because of the pressures of competition,
An organisation should develop an organisational ethics programme by establishing,
communication and monitoring ethical values. A strong ethics programme includes a
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effectiveness of social responsibility initiatives undertaken by the organisation. Ethical
auditing measures the ethical commitment ro stakeholders. Tt improves the ethical
commitment to stakeholders like employees, customers, investors’, suppliers and social
activists.

Ethics auditing is similar to financial auditing and has to be conducted by an expert from
outside the arganisation. In financial auditing, the focus is on money flow whereas in
ethics auditing, the focus is on the ethical performance of the organisation. Ethics
auditing is a voluntary process.

Ethics auditing improves the organisational climate and strategy. There is an improved
relationship with the stakeholders. Companies can plan for crisis management based on
the ethical performance. An ethics audit can identify the employees who are violating the
ethical standards of the company. The reports of ethics audit should be made known o
all. The defect has to be recrified and rewards to be given for the best ethical practices.
Organisations should make continuous efforts to improve the ethical standards.

Corporate Culture

Corporate culture has been discussed in unic 4. Ler us now understand the subject marter
in maore detail now.

%+ Critical Functions of Corporate Culture
Some of the vital funcrions of the corporate culture are as follows:

1.  The members are integrated with the values of corporate culture. Apart from
working in one organisation, all the members practice the same values, methods
and approaches.

2. The members are able to relate to each other through the common practices and
methads.
3.  Corporate culture helps the firm to adapt to external environment. For example,

privatization and globalizacon have initiated certain norms and pracrices.
Corporate culture promoted the sense of adaprability to the changing external
environment,

4.  Corporate culture offers a unique position in the minds of stakeholders. All the
stakeholders have a respect for the organisation’s values and practices.

An organisation’s culture is often expressed in the statement of values, memos, written
codes of conducr, handbooks, manuals and other formal expressions. Sometimes
corporate culture is often expressed informally through comments and other informal
expressions. '

% Impact of Corporate Cuiture

Meeting Goals

Corporate culture helps in meeting the goals of the organisation. The achievement of the
poals requires the participation of all the stakeholders.

Solving Problems

The various problems faced by an organisation can be suitably solved with the growth of
cotporate culture. The ideas like friendliness, quality and open communication can solve
many of the problems.
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There are seven important compenents called 7s of corporate culture
Structure

Scrategy

Systems

Shared values

Skills

Swyle

Staff

Whenever some change is happening in a corporate culture, first people deny the change,
fear and finally accept the change in culture. There are some good trends in modern
times. The business world is appreciating culture. Philosophy is becoming people-
oriented. The competitive strength depends upon the support of the people. Unity and
focus are the hallmarks of corporate culture.

Corporate culture should be a growth-oriented culture emphasising on future and not on
past; it should concentrate on possibilities and not constraints; it should encourage risk-
taking and collective rewarding; it should leok for alternatives before seeking closure; it
should debate before consensus and above all; it should manage conflict through values.
A good corporate culture should win the hearts and minds of peaple.

Professional Values and Professional Codes

A professional is one who has a thorough knowledge of a particular area of operation. He
should have 2 tharough knowledge and practical skills. He should be able to implement
certain tasks with care, confidence and upright conduct. A good professional should have
innovative thinking, a passion for ethical accuracy and practical vision. Ethical practices
have to be followed in the execution of professional skills and services. A professional
should be humble and humane withour any professional arrogance.

1.  Every profession should be based on approprate principles and good ethical

practices.

2. Professional conduct should be guided by reason, rational thinking and
independent judgement.

3. Every profession should be associated with transparency, responsibility and
accountability.

4. A code of conduct is necessary for every profession. The conduct should be based
on honesty, rruth, duty, devotion, discipline and dedication.

S.  Essendal services have to be provided to people as prescribed by the code of
conduct.

G.  Professional services have to be offered with integrity, good skills and a human
face.

7. Merit and competence should be combined in discharging every professional

service.
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children. According to Dr. Radhakrishnan, “Afl education is on the one hand, a search
for truth; on the other hand, it is a pursuit of social betterment.”

Dr. Radhakrishnan continues:

“Teachers must impart to the students quest for new experience, and love for adventure
in knowledge. Love for the pupils is the first essential quality of a teacher”. He further
suggests that “the profession of the teacher should not be reduced to a trader; it is a
calling, a vacation and a mission.”

Sir Sathya Sai Baba says that “a reacher must be an example of happiness and joy chiseled
by artachment to God and detachment from worldly greed. Then alone can he be a
person warthy of his job™.

Applied professional ethics provides teachers with the means to reflect wisely on the moral
implications of what they say or do not say and what they do or do not do. An ethical
dilemma is a situation in workplace faced by an individual for which there is more than
one possible solution, each carrying a strong moral justification,

There are three types of students in any country, namely the gifted, moderate and under-
achievers. Naturally, the teachers have 1o take special care of the moderate students and
under-achievers, A good teacher cannot compare all the students and point out the
weaknesses of under-achievers, Moreover, the socio-economic conditions of the students
vary from time to time and place to place, Teachers should play the role of social agent in
transforming the social siruation,

Knowledge of professional ethics is necessary because professional ethics is different from
personal ethics. Personal morality is concerned with personal ideas while professional
cthics is concerned with the code of conduct prescribed by the professional organizations
like Board of Education, UGC, AICTE. Teaching is a helping and caring profession, a
service profession to help people to enhance the quality of their lives.

The UGC has given the following code of ethics for university and college teachers:
1. Higher educatian should promote skill and knowledge of high order.

2. It should impart scientific oudook and commitment to the ideas of patriotism,
democracy, secularism and peace.

3. The university and college teachers should promote professional growth through
continuous study and research.

4. They should perform their dutics in the form of teaching, tuterial and mentoring,
They should promote a high quality of need-based research.

In order to make education useful and practical, they should participate in
extension activities.

7. The college and university teachers should recognise the differences in aptitude and
capabilities of students.

They should encourage scientific outlook and respect for traditions of our country.
9. They should try to take the youth of the country in the righr direction.

10.  They should always promote progressive ideas and reforms in different sectors of
the economy.
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Professional Ethics {nr Lawyers

1. The lawyers should ensure the protection of rightcousness or dharma in all walks Aotes
of life.

2. They should have a thorough knowledge of law and be prepared to fight against
injustice.

A good advocate should be fair and clear in his expression and behaviour.
4. A good lawyer should possess commonsense, confidence, capacity and persistence.

5. He should be fair with all his clients. In fact for the promotion of justice, he
should be considerate 1o poor clients.

6. Heshould maintain cordial relations with others in legal professions and police.

Professional Ethics for Scientists

1. Scientists have to promote the latest developments in science and technology
through papers, seminars and conferences.

They should promote scientific temper among the younger generation.

Unethical practices like linking unwanted political relationship and seeking
positions through influence should be avoided.

4. The senior scientists should encourage the younger and junior scientists in all
activities connected with research.

5. The scientists should come forward to respect the intellectual property-related
issues. There should be no room for fraud and unethical acts.

6. The scientists should come forward to apply science and scienufic thinking in the
promotion of quality of life of people. They should ke all steps to realise that
scientific spirit is available to all the people in a country.

7. Ethical attitudes among the scientific personnel should pave the way for fruitful,
posirive and productive scientific achievements,

Professional Ethics for Healthcare and Pharmaceutical
Professionals
1. The health of the people should be protected with minimum amounr of

medicines.
Preventive health guidelines and medical care should be given a top priority.

In course of time, there should be rransition from a chemical approach to biology-
based approach in the use of drugs.

4, The side effects of medicines should be made known 1o people.

The alternative systems of medicine should be made available to people, in general,
and patienss, in particular,

6. There should be a change in the lifestyle of the people for meeting some health

disorders.

7. The producrion and distribution of duplicate medicines have to be discouraged
and treated as a serious crime.
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5. In the business world, the constant factor is change. While many view change as a
threat, ethical leaders consider change as an opportunity. The global networth of
the market is expected to rise to 45 bn by 2009. Securing the investment mandate
of high work investors represents an immense opportunity for all the companies 1o
increase their marker share, drive client satisfaction and deliver increased
shareholder value.

In order to effectively compete in the marketplace, apart from business skills,
ethical skills and practices are necessary. Only then can organisations deliver true,
comprehensive and customer driven wealth managemenc services.

In a world of crises consisting of violence, war, crimes, economic decay and
conflicts, treating the surface level symptoms does not work. The basic causes for
this crisis are Isolation, ignorance, dishonesty, discrimination, and scarcity, lack of
opportunities, exploitation and selfishness. Building trustworthy networks,
transcending culture, me and disrance, creating true value and sharing wealth are
the strategies that emerge from ethical platform. Ethical leaders in business can
survive anywhere in the world like Bangalore, Singapore, Boston, Brunei, Hong
Kong, Beijing, New York or Sydney.

6. An cthical leader shows by example that ego o pride can prevent the growth of any
business. Accepting a good and realistic suggestion is prevented by pride or ego.

Hence, the business suffers severe setbacks when the traditional ways are not
effective. “Pride goes before a fall” is a universal statement. An ethical leader does
not entertain selfish personal vanity for the sake of satisfying his ego. Creativity
and new ideas emanating from employees, cuscomers and other stakeholders are
encouraged by a value-based leader.

According to the philosopher, Henry David Thoreau, every man has the
unquestionable ability to elevate his life by conscious effors. Many managers by
experience learn leadership qualities and elevare themselves to the starus of a good
ethical leader. Most of these ethical leaders exhibie the following characieristics:

& Ethical leaders are people-oriented in the sense they care about people and
treat people with respect. This humanistic approach builds confidence
among the staff, customers and suppliers. It also pives a new dimension to
leadership namely leadership from hearr,

& The ethical leaders should provide visible ethical actions by serving as a role
model of ethical conducr and behaviour.

¢ Ethical awareness taking the interests of multiple stakeholders.

%+  Neurral and impastial using fairness in management.

< Ethical Use of Power and Authority

Leaders have power and influence. Power refers to the influence thar leaders are having
over their colleagues and subordinares,

Let us examine two styles of two managers on a idenrical problem. One manager says,
*I wanr all informarion about ouc competitor tomorrow. § don’t care how you ger it”.
[n this case, the subordinate may use unethical methods ««f data collection and even cook
up some data.

Another manager says, “We require some data about our cornpetiror. The dara should be

correct and reliable. At your earliest, please collect correct information”. In this situation,
the subordinate will collect correct all reliable data in a more balanced and ethical

manner.
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Assignment

The Welldone Electranics Company (WEC) has an excellent national and international
reputation. Its employees are proud to work for that company. This company demands
total and complerte loyalty and tries to influence all aspects of the lives of employees.

Christiana, a sharp young woman, has been working with WEC for over eight years as 2
divisional sales manager. She had been dating one MR, Johnson, who works for a
compertitor company., One day Chrisnana’s boss Baldwin stared that it may lead to a
conflict of interest because Johnson worked for a competitor company. He suggested her
to give up dating Johnson.

Christiana could not change her mind because of the good qualides of Johnson. She was
transferred from sales to the administration department. Christiana felt thar the company
has no business in telling her whom to meet or not after her working hours. She also
resigned her job.

Questions
1. Is there any ethical lapse on the part of the management in this case?
2. Can you offer any other suitable strategy for Baldwin?

Reference Books

Mittal Vivek (2007), Business Environment, Excel Books.
Bedi Suresh (2006}, Business Envivonment, Excel Baoks.
Mishra, Puri (2006), Economic Environment of Business, Himalaya Publications House.

Spiro George W. (1993), The Legal Environment of Business, Englewood Cliffs,
NJ Prentice Hall.

Starling, Grower (1996), The Changing Environment of Business, Cincinnad, OH, South
Western College Publishing.

Weidenbaum, Marray L. (1999), Business and Government in the Global Marketr Place,
Upper Saddle River, N) Prentice Hall.

Learning Activity

Cheriyanad, the little hamlet in Alappuza district in Kerala, has been declared as
India's first litigation controlled and legally literate village Panchayat.

The panchayat court at Cheriyanad was set up for the purpose of clearing litigations, to
persiiade people to reach out-of-court settlements and to spread legal awareness among
the public in the region. It has settled about 400 cases in the past four years and brought
down the number of litigations to a mere two.


http:www.rtedwards.com
http:www.forensic.com
http:www.forensicaccounting.com
www.jdhr.org.pdf
www.icai.org.pdf
http:www.allbusiness.com
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This is a good example for India where public are spending a lot of time, energy and
money on litigation activities. There is a 23 percent increase in the filing of the cases
compared to last year. There are 3.58 crore cases pending in various courts, of which
nearly 48,000 cases are with the supreme court of India. It is estimated that 5 percent of
the Indian population is involved in some litigation or other. Cheriyanad has taken out a
silent revolution through Cheriyanad village panchayat to educate people of Ind’a to turn
away from litigations and provocations.

(Source: The Hondu, 9-11-2008)
Question

What are the reflections of this case?

Keywords

Morallimmoral: Adjectives formed from the noun morality. Interchangeable with

ethical/unethical.

Moral Principle: A general standard for evaluating conduct, standards that we apply to all
behavior and rules.

Moral Problem: A "conflict” in which, from the ethical point of view, all options are
morally more or less appropriate, or not wrong.

Moral Rule: A particular directive for acdon. Can be positive or negative. Ex: Don'r lie.

Don't steal.

Moral Value: A type of value that serves the end of human well-being, expressing the
needs and legitimate expectations of others as well as ourselves.

Morality: Generally used to describe one’s individual ethics or ethical code.
Obligation: A duty. Something thar it would be wrong not 1o do.
On-going duties or obligations: Duties which persist through time,

Personal morality: A code of ethics or set of ethical beliefs that are thought to be personal
and unique to an individual.
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Another bright opportunity emerges from the food and beverage industry. [ndia's is one
of the rapidly growing industries in the entire world. Various factors, such as economic
growth, increasing urbanization, young affluent population, and numerous regional food
health and safety concerns have led to a surge in this industry,

Considering the growth potential, numerous domestic and international players have set
up their facilities in a move to penetrate the flourishing market. Major investments have
been made in processed food sector, such as canned goods, snack foods and ready meals.
Increasing health awareness and safety concerns among Indian consumers have further
propelled the segment.

Similarly, governmental organizations protect and expand the principles of democratic
freedom for both individuals and communities, protecting the public interest while ar the
same time ensuring a level playing field of opportunity and a commen framework of laws
and their enforcement at a scale that matches the scale of human activity. Thus working
in close liasioning with them provides monetary as well as non monetary benefits since
they have the responsibility o provide for the common security and to make decisions to
proemate the best interest of sociery,

Over the past few decades, the boundaries berween the public (government), private
(business), and social {non-profit) sectors have been blurring as there have been many
pioneering organizations that have blended the social and environmental aims with
business approaches,

Tourism presents itself as another candidate 1o be included in the promising sectors for
growth. India has been famous for its tourist destinations for a very long time. The
tourism industry in India is substantial and vibrant, and the country is fast becoming a
major global destination. Also, hanks in part to its booming IT 2nd outsourcing industry
a growing number of business trips are made by foreigners to India, who will often add a
weekend break or longer holiday to their trip. Foreign tourists spend more in India than
almost any other country worldwide. The Tourism Ministry has also played an important
role in the development of the industry, initiating advertising campaigns such as the
"Incredible India" campaign, which promoted India’s culcure and tourist artractions in a
fresh and memorable way. The campaign helped create a colorful image of India in the
minds of consumers all over the world, and has directly led to an increase in the interest
among rousists.

Indian tourism industry has gained an impetus additionally in wake of the advancement
in health care sector. Medical tourism is the new reason for the foreign tourist to come to
India quite often. With the world class state-of he- art facilities available in hospitals with
best of the doctors to treat the patients and with the most effective price on list, Indian
hospitals are the most sought after among patients abroad. Also, hey offer an opportunity
to visit a beautiful destination.

Interestingly, new opportunities are arising in sectors as diverse as horticulture,
handicrafts, agriculture, construction and even poultry,

There are many fields available 1o invest one's time, money and expertise in. A few of
them are those of corporate social responsibility, microfinance, venture philanthropy,
sustainable businesses, social enterprise, privatization, community development and
others. As this activity is maturing, it is becomning formalized as a 'Fourth Sector’ of the
economy.

Businesses are now dedicating more resources to delivering social and environmental
benefits. Cause-based marketing, the tripple bottom line, and corporate social
responsibility are a few of the buzzwords that have come into usage in recent years as part
of this trend. Hence, the main opportunities available are included in:

. Civic and Municipal Enterprises
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CNotes

hung from the ceiling of its main production facility which represents the countries of
origin of the employees.

Thus, if culcural diversity can be managed effectively, there is a potential to use diverse
workforce for organizational benefits. Here it is important to agree with V. Perry who
postulates " more women today are executive vice presidents largely because they have
been given the opportunities to prove themselves especially in minority and small
businesses”.

Continually, product and services of all kinds move across state and national borders, and
so do human resources. The inevitable result has been increased diversity of the
population base in the working population of the countries all over the world, and
unquestionably a greater diversity in the workplace. Diversity as commonly understood
refers to the heterogeneity of the population and the workforce. Clearly, as W.B.
Johnstone states in his study, "the new world labor market no longer does the workplace
include only individuals who are very similar to one another (that is Caucasian men); it
now includes individuals of both sexes, as well as people of various races, nationalicies,

and cthnic backgrounds™.

Diverse cultural corporations help to get better customers which has a variety of pecple.
Moreover effectively managed multi culture companies have cost effective comperitive
edge. 1t helps in promoting minority friendly reputation among prospective employees.

Diverse group of employees are perceived 10 be more creative and efficient in problem
solving as compared o homogenous group. This may also be explained through example
of Hotel Nikko in Sydney, Ausualia, which has unique cdge that staff members in direct
guest contact areas speak a toral of 34 different languages. Similarly, Qantas Flight
Catering has sixty-six nartionalities on staff, including various overseas-born chefs. As a
result, dedicared diverse ‘ethnic’ kitchens give Qantas a huge comperitive edge that offers
foed based on customer's echnic taste and requirements. Similarly, The Cheesecake
Factory had put special effort to understand Japanese quality and packaging culture as
Astan employees assist management to understand Asian tastes so that they can rarget
exporis to Asia,

Ability to manage cultural diversity increases adaptability and flexibiliy of an
organization to environmental changes. That is why a fair number of business
organisations today are invesring in reliable and recognized training programs to assist
their employees in developing not only their learned and acquired skills but 1o provide
the employee a sense of appreciation for the nature of diversity and to foster co-operation
among culturally diverse groups. A large number of these training programs focus on
valuing, and in some cases celebraring diversity, both in the breadth of chought and
experience that results from diverse work-groups. Then there are also those firms thar
have put into place real aggressive diversity training programs because they believe thar a
diversity work force provides a real organizational competitive advantage. These firms,
according to J. Crocket, help in winning compettive advantage through a diverse
WDrkFDrCE.

Achieving homogeneity in organisatinal culture in the midst of diversified cultures various
employees hail from is undoubtedly more difficult when the workplace includes
individuals with vastly different backgrounds and from different countries, and especially
with varied and little understood cultural frames of reference. Men, women, Europeans,
Hispanics, Africans, Americans and others with diverse racial, national and ethnic
backgrounds often have very different perceprions abour the same situations. As a
consequence, it becomes more difficult to reach a consensus on common goals and on the
methods for achieving these goals.
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cducfati(.m of girls in the region. The group destroyed government offices. police posts and
tourist infrastructure. While cable television was banned, Fazlullah himself became well
known as "maulana radie” for his FM broadcascs through an illegal transmicier whiclhi
became the chief means of enforcing his dictat in an area where regular communications
had been badly disturbed. According to some reports, almost five [akhs out of its 12.5
lakh population had to leave Swat and become refugee in other parts of Pakistan.

This success of the fundamentalist group has made it even more successful and further
increased its potential to capture a bigger region of the country and even make attacks on
the neighboring country India. The most common explanation for the increase in the
political strength of the Taliban revolves around the weakness and complicity of the
Pakistani government with these groups which have been used for Machiavellian purposes
in Afghanistan, Kashmir and also to manage progressive movements within Pakistan, The
active role of the Americans in creating, funding and arming these fundamentalists for the
past three decades is also well known. Moreover, in the current phase, the exclusive
dependence on military means by the Americans in their "war on terror” has killed and
maimed thousands of civilians and destroyed many more livelihoods in these regions. All
of these have contributed, in no small measure, to the riss of the Taliban.

In addition to the above, India’s neighbour Sei Lanka is also involved in a civil war
against the local separatist armed organization known as Liberation Tigers of Tamil
Eelam (LTTE, also known as the Tamil Tigers). Since July 23, 1983, there has been on-
and-off war, during which, over 70,000 people have been officially listed as killed.

After two decades of fighting and three failed attempts at peace ralks, including the
unsuccessful deployment of the Indian Army as a peacekeeping force from 1987 to 1990,
a cease-fire was declared in December 2001. However, the limited hostilities renewed in
late 2005 and the conflict began to escalate until the government launched a number of
major military offensives beginning in July 2006, and drove the LTTE out of the entire
Eastern province.

The government of Sri Lanka then shifted its offensive to the north of the country, and
formally announced its withdrawal from the ccasefire agreement on January 2, 2008.
Since then, aided by the destruction of a number of large arms smuggling vessels that
belonged to the LTTE, and an international crackdown on the funding for the Tamil
Tigers, the government took control of 99.8% of the territory previously controlled by
them, including their de-facto capital Kilinochchi, the main military base Mullaitiva and
the entire A9 highway.

As the war continues, the fate of civilians trapped in the 'no-fire zone' became a major
concern for the international communicy. On April 22, 2009, the UN Security Council
called on Tamil Tiger rebels to lay down their arms and let the UN help evacuate civilians
from the war zone.

The rise of fundamentalisms and separatist groups in south Asia is surely a common
threar to individuals at large and the society and businesses in particular, but the solution
cannot be only military but has to be found in democratic governance which addresses
the basic demands of the people.

Global Competitive Environment

The great challenge facing political leaders today is to persuade the public that continuing
to liberalize wade will bring more benefits than costs. Distrust of global competitive
environment has perhaps never been higher. To the world economies, China and India
are maojor reasons. There'is widespread fear that globalization means job losses and lower
wages as the export power of these huge nations grows. So countries are becoming more
protectionist, more unwilling to deal with change and make adjustments. This has
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In agriculwure also, the country's average tariff is very high as compared to that for non-
agricultural and one of the highest in the world.

With respect to services, reforms have been pursued recently in such sectors as banking,
telecommunications, electricity, insurance, retail, and higher education, albeir at a slow
pace and with varying degrees of success. The very low overall General Agreement on
Trade in Services (GATS) commitments index suggests ample room for far greater
multilateral commitments to service liberalisation.

However, the reality is that many problems of land acquisition and utilisation, taxation,
infrastructure, labour, logistics, intellectual property rights, regulations of foreign capirals,
visa, and administration’s inefficiency and non-transparency have not been resolved,
although they are not new issues. In fact according to researches, [ndia’s land acquisition
and utilisation procedures are so complicated and non-transparent that they become
major obstacles to the facilitation of many lead economies’ investment in India”. Thus
there is need for simplification and speeding up of procedure for applying for various
permissions related to construction.

Thus we can say that the internal scene in India has following characteristics:
stable economy

continued economic growth

governmental regulations changes

FDI enhancements

NRI outreach

Reversal/slowing down of brain drain and welcome home to many
Leveraged IT/ITES Industry strength around the world

And in general India public and/or private sectors have:

®  surted work on infrastructure

®  leveraged their IT capability to take the lead in the global market in this industry
L expanded the reach of their already global Indian companies
®

Built presence in Pharmaceutical, Medical, Bio Chemical, Cement, Financial,
Rubber, Retail, Cosmetic, Design, Entertainment, Garment and food industries as
well as IT.

Thus we can say that India has the ability to adapt and move beyond obstacles and
barriers with seemingly graceful and instinctive responses rising from the inside out on
the shoulders and in the minds of the Indian people pushing the limits of individual
contributions and quietly but methodically leveraging physical and financial global
presence.

Summary

Thus we see that the managers have to face many global, local, technical, non technical,
political, social, issues day to day as hurdles/opportunities for successful running of their
organizations. To be aware of all such issues is not possible for anyone, yet being aware of
what is currently happening in social as well business world 1s always beneficial for one.

There are a lot of stories in some media that discuss how Global competition is
challenging for developing economies especially to their small and medium sized
enterprises because they are being forced by this competitive envirenment to sell product
and services to their customers, at lower prices. The reason is thac if they don't, some
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