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(2 ½  marks each)

(a) Knowledge without morality is a social sin.

Ans.a. true, knowledge without morality is a social sin. Morality forms the center of a man’s character and any amount of knowledge cannot supersede it. Companies are coming out with newer technology, which are not complementing the basic requirements of society and are also at the same time hurting the sentiments of the public at large, as they are not falling in the boundaries of ethics and morality.

(b) Consumer purchases goods and health services for personal purpose only.

Ans. False, the current definition of consumer as per section 2(f) of the competition act 2002 states that consumer also includes a person who purchases the goods for personal purpose as well as for resale. On certain occasions various items are purchased for public welfare and development of society as a whole.

(c) Consumer interest and public interest are synonymous.

Ans. False, consumer interest and public interest are not synonymous, and can better be explained in the given manner.

   Basis                            Consumer interest                    Public interest

	meaning
	It is concerned with consumer well being.
	Public interest refers to the common well being or general well being.

	focus
	The focus of consumer interest is on consumer welfare (consumer awareness and protection)
	The focus of public interest is on balancing of interest of various groups and sections of the society.

	scope
	Appling systems approach –consumer interest is a sub system of public interest.
	Scope of public interest is larger than consumer interest.

	factors
	Consumers are affected by quality, quantity and potency of goods and services.
	Interest of the groups and sections of society constitutes public interest.

	examples
	Consumer protection act 1986, competition act 2002 and essential commodities act 1955.
	Maintaining law and order and providing for the defense of the country.


(d)  Ethics are important in marketing to build brand image only.

Ans. False, as brand image building is one of the purposes of embracing ethics into marketing and cannot be qualified as the sole reason. Marketing requires to be ethical for a few reasons such as.

To reverse declining public confidence in marketing

To avoid increase in government regulation

To regain power granted by society

To protect the image of the organization
(e) Company management has responsibility only towards its shareholders.
Ans. False, the recent change in the business scenario has put the focus more on stake holders rather than shareholders. Stakeholders are the people or group who interact with the organization, hence effecting the functioning organization and in turn getting affected by it.
Stakeholders include employees, customers, vendors, investors, competitors and local community. Thus they are the people who have an interest in the conduct of the business of the organization and have certain rights with regard to how a business operates.

(f) Window dressing of financial statements will not be helpful in the long run.

Ans. True, Window dressing of financial statements refers to the manipulation of the books of accounts by the organization in order to show a ‘good balance sheet’.
Such efforts are generally made in order to project a better financial image of the organization in the eyes of its investors and stakeholders, which helps the organization to easily mop up capital from the market in the short run. In the longer duration window dressing can lead the organization to serious consequences as the reality is far from the books of accounts shown by the organization.

(g) Ethics and morals are synonymous.

Ans. False, though both ‘ethics’ and ‘morals’ deals with right and wrong conduct, but are not same. The difference can be understood in the following manner.

	Ethics                                                                                         
	Moral

	The word ethics originated from the Greek word ETHOS                 
	The word moral has originated from the Latin word MOS

	Ethics relates to character
	Moral relates to custom

	People have character
	Societies have custom

	Application of ethics have a much wider scope
	Whereas moral act on a smaller scale

	Ethics follow from personally accepted principles
	Moral are accepted from an authority


(h) Competition act 2002 protects the interest of consumers.

Ans. True, competition act was put into force with a view to achieve a few objectives and one of those being protecting the interest of the consumers. The competition act intends to protect the interest of the consumers by establishing a commission that prevents practices having adverse effect on competition. The competition act under section 2(f) defines consumer. Based on the given definition the rights of the consumer are protected by the commission. The commission is empowered to 
Prohibit certain anti competitive agreements, or any relevant abuse of dominant position and regulating combinations which are likely to cause an appreciable adverse impact on competition.

(i) Fair treatment to whistle blowers will help in creating good ethical accounting environment in a business enterprise.

Ans. True, whistle blowers refer to those employees or persons working in an organization who report fraud, mismanagement or unethical policies to an appropriate level of higher management. Fair treatment to whistle blowers is of prime importance as the employees within the organization would feel comfortable about reporting of unethical behavior without the fear of getting reprimanded, thereby helping to create an ethical accounting environment. This would help to set a tone within the organization regarding reporting of fraudulent activities.
(j) Depletion of ozone layer will have adverse effect on human beings and not on vegetation.

Ans. False, Ozone depletion is the result of release of CFC gasses in the environment.

Ozone layer is that layer of the stratosphere which filters harmful ultra violet rays from the sun. The depletion of this layer allows the harmful ultra violet rays to enter into earth’s surface thereby causing numerous cases of skin cancer and eye disorders.
The ultra violet rays could also lead to considerable damage of 75 % of the world’s major crops that are sensitive to ultraviolet light.
(k) Business does not sub serve environmental ethics.
Ans.  False, Previously the business houses were concerned with doing good business in economic sense. Conservation of natural resources was done with the sole motive of achieving economic gains. With the changing time and improved awareness of social responsibility and ethical norms the motive of business is not only concerned with business interest of the shareholders but also a general concern for the community. Now the business organizations have realized that environmental ethics make good business sense if quality, ethics and environmental standards are maintained.
(l) consumer for personal use and consumer for commercial use are synonymous.

Ans. False, At the first look the definition of ‘consumer’ under the competition act 2002 and under consumer protection act 1986 are substantially the same. But there is some difference between the two and that difference is that under clause (1) of section 2(f) in competition act, the words are “whether such purchase of goods is for the resale of for any commercial purpose or for personal use” in place of words “but does not include a person who obtains such goods for resale of for any commercial purpose’ as in consumer protection act. Likewise in clause (2) the words used in the competition act are “whether such hiring or availing of services is for any commercial purpose or for personal use” in place of words “but does not include a person who avails of such service for any commercial purpose” as in the consumer protection act. Thus in case of competition act the word consumer includes both consumer for personal use and for commercial use but it is not so in case of consumer protection act.       
(m)  in the long run those business firms which do not respond to society’s needs               favorably will survive.
Ans. False, the one core reason why there is need of ethics in business is the ‘ iron law of responsibility”. This suggests that the institution of business exists only because it performs invaluable services to the society. If the business intends to retain its existing role and social power, it must respond to society’s needs constructively. Society gives businesses license to exist and this can be amended or revoked at any time it fails to live up to society’s expectations.
(n) there is no economic growth without ecological costs.
Ans. True, economic activity should lead to a growth which is environmentally sustainable. Peter F Drucker once remarked that the faster the industrialization, the faster would be the speed of economic growth which in turn would be taxing the environment and ecology at a higher pace. Industrialization and rapid development have invariably affected the environment negatively. The organizations have now realized the fact that such development is related to environmental damage and resource depletion. Thus organizations are moving towards the approach of sustainable development, which embraces the idea of development in a manner that meets the needs of the current generation without compromising the ability of future generations to meet their own needs.
(o) fairness and honesty are the pillars of success in business.

Ans. True, Fairness & honesty are at the heart of business ethics & relate to the general values of decision makers. The success of the business depends very much on fairness and honesty in the business. Beyond abiding the law, they are expected not to harm customers, employees, clients, or competitors knowingly through deception, misrepresentation, coercion or discrimination.
One of the aspects of honesty is related to disclosure of potential harm caused by the use of the given product. The organizations should be honest and forthright in their dealing by disclosing the necessary and relevant facts related that can affect the customers purchase.
One of the aspects of fairness relates to competition. Although numerous laws are put into place to foster competition and inhibit monopoly, companies sometimes are able to manipulate markets to gain unfair advantage. Thus companies are expected to follow ethical standards.

Hence organizations sticking to the fundamentals of fairness and honesty helps them provide security and stability of the business and a better reputation in the business world. Thus it can be concluded that fairness and honesty are the pillars of success in the business.
(p) ethics and religion are the same.

Ans. False, many people are not religious, but ethics applies to everyone. Most religions do advocate very high ethical standards but sometimes fail to address all types of problems faced by an individual. Thus ethics has a broader scope which also encompasses factors and individuals outside the preview of religion.

Religion has a limited scope as it sets a common code of conduct for its followers and ethics implies to everybody irrespective of the religion they follow.

(q) Ethics is following the law.

Ans. False, A good system of law does incorporate many ethical standards, but law can deviate from what is ethical. Law can become ethically corrupt, as some totalitarian regime have made it. Law can be made and designed in order to serve and function to the interests of narrow groups. Law may have a difficult time designing or enforcing standards in some important areas and may be slow to address new problems.

Ethics has a wider scope as many times there are activities which may be marked as legal can be understood as unethical.

(r) The concept of sustainable development was first elaborately dealt with by brundtland report.
Ans. True, Gro Harlem Brundtland chaired the World Commission on Environment and Development (WCED), widely referred to as the Brundtland Commission, developing the broad political concept of sustainable development in the course of extensive public hearings that were distinguished by their inclusiveness and published its report Our Common Future in April 1987. This was one of the earliest documents to highlight and bring into international focus the concept of sustainable development.
(s) The Cadbury report was a seminal development in the field of corporate governance.

Ans. The Cadbury Report, titled Financial Aspects of Corporate Governance, is a      report of a committee chaired by Adrian Cadbury that sets out recommendations on the   arrangement of company boards and accounting systems to mitigate corporate governance risks and failures. The report was published in 1992. The report's recommendations have been adopted in varying degree by the European Union, the   United States, the World Bank, and others.
(t) EMP helps to align behaviors with values.
Ans. True, EMP or ethics management programs help identifying preferred values and ensuring that there organizational behavior are aligned with those values. This includes recording the values, developing policies and procedures to align behavior with preferred values, and then training all personnel about the policies and procedures. Ethics programs are useful in managing diversity. Diversity programs require recognizing and applying diverse values and perspectives which are the basis of a sound ethics management program. 

Questions of 5 marks.

(a) A retailer was purchasing goods regularly from XYZ ltd. For the purpose of resale. There were defects in the goods in one of the purchase lot and as a result the retailer suffered a loss of his share of competition. The retailer sued the said company for the said reason. The company contended that the goods  purchased were purchased for the purpose of resale and therefore, not bound. Is it a valid contention ? explain clearly the provisions of the competition act, 2002 in this regard.

Ans. The problem as asked in the question is based on the provisions of the section 2(f) of the competition act, 2002. 

The competition act defines “consumer” as

“Consumer means a person who buys goods for a consideration which has been paid or promised or partly paid and partly promise goods other than the person who buys such goods or under any system of deferred payment and includes any user any system of deferred payment and includes any user of such other than the person who buys such goods for consideration paid or promised or partly paid or partly promised, or under any system of deferred payment when such use is made with the approval of such person, whether such purchase of goods is for resale or for any commercial purpose or for personal use”.

Thus the section 2(f) of the competition act 2002 provides that “whether such purchase of goods is for resale or for any commercial purpose or for personal use” the purchaser remains consumer. Thus consumer will also include a person who purchases goods for resale. Therefore the contention of XYZ ltd is not a valid contention.  
(b) Finance and accounting professional working as an employee in an organization have to face various threats which make it difficult for them to comply with fundamental principles relating to ethics. Explain the safeguards in the work environment which may be created by a business enterprise to overcome such threats.
Ans.  The finance and accounting professional department is considered as one which highly adheres to the ethical standards. An accounting professional enjoys two types of independence. They are

Independence of mind- this independence relates to the fact that decisions of the accounting professional should be unhindered from various kinds of interests, familiarity or forces.

Independence of appearance- this independence relates to the transparency that should be there in conducting every transaction. Whereby no substantial facts should be hidden which can ultimately vary the basis of the contract.

Various safeguards should be employed to ensure that the threats to integrity and independence faced by finance and accounting professional are eliminated or mitigated.
Safeguards in the work environment.

· Corporate governance structure of the company.

· Policies, procedures and practices that the competent employees take ethical decisions.

· Code of conduct incorporating highest standards of business ethics.

· Strict disciplinary mechanism against those employees acting unethically.

· Policies, procedures and practices for fair treatment of whistle blowers.

· Recruitment procedures in the employing organization emphasizing the importance employing high caliber competent staff.

· Leadership that stresses the importance of ethical behavior.

· Policies and procedures to implement and monitor the quality of employee performance.

· Management systems to ensure auditor impartiality.

(c) Explain the role of different committees in regulating the ‘corporate governance’.

Ans. Role of different committees in regulating corporate governance: the core roles of various committees in regulation of corporate governance are as follows.

1. Board of directors: the board acts as a trustee to protect and enhance shareholders value through strategic supervision. The strategy should aim at accountability and fulfillment of goals.

2. Audit committee: the job of audit committee is to ensure adequacy of internal control system and making sure that the necessary financial disclosures are made.

3. Compensation committee: the responsibility of this committee is to recommend regarding the compensation terms for executive directors and the senior most level of management level below the executive directors.

4. Nomination committee: this committee recommends to the board nominations for membership of the corporate management committee and the board, and oversee succession to the senior most level of management below the executive directors.
5. Investor services committee: it looks into redressal of shareholders’ and investors’ grievances, approval of transmissions, sub-division of shares, issue of duplicate shares and similar issues.

6. Corporate management committee: this committee is entrusted with the duty to oversee the activities of the top level management of the organization and ensuring that the strategic management activities are carried within the board’s approved framework.

7. Divisional management committee: this committee function in order to realize that the tactical and strategic objective are in accordance with corporate management committee.
(d) List the benefits of ethical business practices.

Ans.  There is a continuous interaction between business and society and there are some premise for this social contract, such as the rules that should guide the behavior of business enterprise, what are the minimal duties of the business professionals.

Thus business ethics is that set of principles or reasons which should govern the conduct of business- whether at the individual or collective level by the application of ethical reasoning to specific business situations and activities.

It is not a choice between business or ethics but business in an ethical manner. It is now a well accepted fact that ethical behavior creates a positive reputation that expands the opportunities for profit.
Thus the benefits of paying attention to business ethics are as follows:

Improved society: there was exploitation of children and workers by the businesses. Small business were stifled and cornered by large organizations through questionable practices. the new era demanded that businesses to place high value on ethics, fairness and equal rights through framing of anti trust laws and establishment of government agencies. Thus leading to better goods, services, improved working conditions, higher compensation, improved technology and a better society at large. 

Easier change management: continuous attention to ethics in the workplace sensitizes leaders and staff for maintaining consistency in their actions. Thus managing changing and turbulent times becomes much easier if the organizational are rooted deep in proper ethical standards.

Strong teamwork and greater productivity:  adhering to ethics creates a strong sense of motivation among employees as they all follow the same set of values bringing better sense of direction and hence productivity. Ethics brings better transparency and communication building better integrity, openness and motivation leading to better and stronger teamwork.

Enhanced employee growth: the employees are treated fairly and without any bias, allowing them to face reality, both good as well as bad in the organization. This allows the employees to be more pragmatic in handling complex situations.

Ethics programs help guarantee that the personnel policies are legal: personnel policies deal with matters such as hiring, evaluating, disciplining and firing. The gap between the stated corporate culture and actual practice has significant legal as well as ethical implications, thus thrust on ethics helps ensure highly ethical policies and procedures at the workplace, keeping the gap to a minimum

possible level.
Ethics programs help to avoid criminal acts ‘of omission’ and can lower fines:

Ethics programs help to detect ethical issues and violations early, so that the can be reported and addressed.

Ethics programs help to manage values associated with quality management: ethics programs help identifying preferred values and ensuring that their organizational behavior are aligned with those values. This includes recording the values, developing policies and procedures to align behavior with preferred values, and then training all personnel about the policies and procedures. This overall effort is useful for other programs, including total quality management that thrusts on (trust among stakeholders, reliability, measurement and feedback).

Ethics helps to promote strong public image: an organization that pays attention to ethics can portray strong and positive image to the public. People see such organizations as valuing people more than profit and striving to operate with the integrity and honor.

(e) Discuss briefly the sources of ethical standards.

Ans. Our ethics are not based on feelings, religion, law, accepted social practice, or science. Thus many philosophers and ethicists have suggested different sources of ethical standards. They are.

The utilitarian approach: some ethicists emphasize that the ethical action is the one that provides the most good or does the least harm, to put it another way, produces the greatest balance of good over harm. The utilitarian approach deals with consequences it tries both to increase the good done and to reduce the harm done.
Thus corporate ethical actions should be such that they should do the most good and do the least harm to its stakeholders.

The rights approach (deontological approach): this approach propounds that ethical action is one that best protects and other respects the moral rights of those affected. This approach is based on the belief that humans have dignity and the basis of such dignity, they have a right to be treated as ends and not merely as means to others ends. 
The fairness or justice approach: Aristotle and other Greek philosophers have contributed to the idea that equals should be treated equally. This idea is used to say that ethical actions treat all human beings equally or if unequally, then fairly based on some standard that defensible.
The common good approach: the Greek philosopher have contributed the idea that life in a community is a good in itself and our actions should contribute to that life. The approach suggests that interlocking relationship in society are the basis for ethical reasoning and that respect and compassion for all others –especially the vulnerable-are requirements of ethical reasoning. Approach focus on common conditions that are important for welfare of society as a whole.
The virtue approach: it is one of the most ancient approaches to ethics. the approach propounds that ethical actions ought to be consistent with certain ideal virtues that provide for the full development of humanity. Virtue ethics asks of any action, ”what kind of person will I become if I do this?” or “is this action consistent with my acting at my best?”. Honesty, courage, compassion, generosity, t6olerance, fairness and prudence are a few examples of virtues. 

Each approach gives us important information with which to determine what is ethical in a particular circumstance.
(f) Trace the key developments in corporate governance India and abroad ?

Ans.  “Corporate governance can be defined as the formal system of accountability & control for ethical & socially responsible organizational decisions & use of resources.”

Accountability relates to how well the content of workplace decisions is aligned with the organization’s stated strategic direction.

Control involves the process of auditing & improving organizational decisions and actions.

It is concerned with structures and processes for decision making, accountability, control and behavior at the top level of the organizations. It influences how the objectives of an organization are set and achieved, how risk is monitored and assessed and how performance is optimized.
Developments abroad-

The trend of developing corporate governance guidelines began in UK and Canada in response to problems in performance in some of the leading organizations.
The Cadbury Report, titled Financial Aspects of Corporate Governance, is a report of a committee chaired by Adrian Cadbury that sets out recommendations on the arrangement of company boards and accounting systems to mitigate corporate governance risks and failures. The report was published in 1992. The report's recommendations have been adopted in varying degree by the European Union, the United States, the World Bank, and others.
The Blue ribbon committee report set up in the US in 1998 New York stock exchange and national association of securities dealers studied the effectiveness of the audit committees and provided recommendations for improvement.
The Sarbanes–Oxley Act of 2002, it is considered one of the most significant events also known as and commonly called Sarbanes–Oxley, Sarbox or SOX, is a United States federal law enacted on July 30, 2002. It is named after sponsors U.S. Senator Paul Sarbanes and U.S. Representative Michael G. Oxley. The bill was enacted as a reaction to a number of major corporate and accounting scandals. The legislation set new or enhanced standards for all U.S. public company boards, management and public accounting firms.
The OECD (organization for economic cooperation and development) principles 1999 and 2004 reflect global consensus regarding the critical importance of corporate governance.

Developments in India-

The CII (confederation of Indian industries) took the lead in framing a desirable code of corporate governance in 1998.

A committee was formed by SEBI (securities and exchange board of India). The recommendations were accepted by SEBI in 1999, and enshrined in clause 49 of the listing agreement of all stock exchanges in India.

In august 2002, the department of company affairs, government of India constituted a committee to examine the auditor-company relationship, role of independent directors and disciplinary mechanism for auditors.

SEBI analyzed the disclosures made by companies under the clause 49 and constituted a review committee under the chairmanship of Mr. N. R. Narayan murthy. The Narayan murthy committee report of 2003 suggested certain improvements along the line of the recommendations and thus the revised clause 49 was made effective.
(g) Discuss the key developments that have occurred in CSR during the years.
Ans.  Corporate social responsibility focuses on the idea that a business has social obligations above & beyond making a profit & follows from a decision by the management to expand traditional governance arrangements to include accountability to the full range of stakeholders.

KEY DEVELOPMENTS:-

Some of the notable factors that have shaped the corporate social responsibility in the recent times are-
Increased stake holder activism: - The public & various stakeholders have come to expect more from business organisations. The growing activity groups target corporations they perceive as not being socially responsible.

More sophisticated shareholder engagement: - The bar has been raised from whether to engage with stakeholders to how to engage. The dialogue has turned more proactive and the stakeholders are looking to rationalize the process.

Proliferation of codes standards indicators & guidelines: - New voluntary CSR standards & performance measurement tools continue to proliferate.

To avoid government regulation or control: - government regulation & control is generally the offshoot of malmanagement by businessman, & therefore once a regulation is put into place, it is seldom removed even though the warranting conditions change. Thus it would be prudent for the businesses to understand the limit of its power and to use that power responsibly. 
Accountability throughout the value chain: - The modern CSR agenda is characterized by expansion of boundaries of corporate accountability. Stakeholders increasingly hold companies accountable for the practices of their business partners throughout the entire value chain.

Transparency & reporting: - There is an increased demand for transparency & growing expectations that they measure, report & continuously improve their social, environmental & economic performance. Many companies are also investigating various types of audit & verification as a further means of increasing the creditability of their transparency & reporting efforts.

Convergence of CSR and governance agenda: - More recently, an increasing number of corporate governance advocates have begun to view company’s management of a broad range of CSR issues as a fiduciary responsibility alongside traditional risk management.

Growing investor pressure and market based incentives: - Mainstream investors increasingly view CSR as a strategic business issue. Many socially responsible investors are using the shareholders resolution process to pressure companies to change policies & increase disclosure on a wide range of CSR issues.

Advances in information and technology: - Just as email, mobile phones & the internet speed the pace of change & facilitate the growth of business, they also speed the flow of information about a companies CSR record.

Pressure to quantify CSR: - “return on investment” companies, employees & customers, NGO’s & public institutions increasingly expect returns on CSR investment, both for business & society. Companies have to determine what their CSR initiatives have accomplished so that they can just focus scarce resources most efficiently & effectively.

(h) what is competition ? and explain objectives of competition law and its parameters ?
Ans. Competition is a situation in the market in which firms or sellers independently strike for the buyer’s patronage in order to achieve a particular business objective, for example profit, sales or market share.
COMPETITION ACT 2002:- The competition act 2002 intends to provide keeping in view of the economic developments of the country, for the establishment of a commission to prevent practices having adverse effects on competition, to promote & sustain competition in markets, to protect the interest of consumers & to ensure freedom of trade carried on by other participants in markets, in India.

PARAMETERS OF COMPETITION LAW:-

Prohibition of certain agreements: - Which are considered to be anti competitive in nature. Such agreements shall be presumed as anti competitive if they cause or likely to cause an appreciable adverse effect on competition within India.

Abuse of dominant position: - ‘dominant position’ means a position of strength, enjoyed by an enterprise, in the relevant market, in India. By imposing unfair or discriminatory conditions or limiting & restricting production of goods or services or indulging in practices resulting in denial of markets or excess or through in any other mode are prohibited.

Regulation of combinations: - Which cause or likely to cause an appreciable adverse affect on competition within the relevant market in India is also considered to be void.
(i) What is sustainable development ? what are few business practices that can be undertaken by business enterprises in order to be eco-friendly ?
Ans.  Development that meets the needs of the present without compromising the ability of future generations to meet their own needs. There is no economic growth without ecological costs. One must realize that increased development is related to environmental damage and resource depletion. Therefore the 21ST century markets shall be driven by the requirement of sustainable environment.

 Eco friendly business practices-
Integrated environment management- business enterprises should include eco friendly production processes and technologies in their day to day functioning.
Overall strategy- environmental issues should be considered in the process of developing a product and in the organizational setup.

Waste management- the three R’s of environmentalism are reduce, reuse and recycle. It should endeavor to reduce waste and adopt waste disposal practices in order to protect the environment from further degradation.
Limited use of non renewable sources of energy- an organization should recognize and reduce the usage of natural resources. It should try and utilize alternative sources of energy to the maximum possible extent.

Value analysis- what is the environmental cost involved in order to generate a given income should be studied and effort should be made in order to minimize the damage to the environment.

Environmental standards- an environmental standard is a policy guideline that regulates the effect of human activity upon the environment. An organization should implement environmental standard such as ISO 14000, 14001.

Eco friendly attitude- an organization should boost R&D and ideas which help to create better product and at the same time conserving energy.   

(j) What is corporate social responsibility? Why it is needed in Indian business environment.
                                            Or

How does commitment to corporate social responsibility become imperative for corporations ? give any five reasons.







Ans. corporate social responsibility focuses on the idea that a business has social obligations above & beyond making a profit & follows from a decision by management to expand traditional governance arrangements to include accountability to the full range of stakeholders. Corporate social responsibility is the continuing commitment to business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as of the local community and society at large. CSR mandates that organizations have certain responsibilities towards the society that extend beyond their economic & legal obligations. Thus, CSR goes beyond statutory obligations. CSR is achieving commercial success in ways that honor ethical values and respect people, communities, and the environment. It means addressing the legal, ethical, commercial and other expectations that society has for business, and making decisions that fairly balance the claim of stakeholders.

In the Indian context CSR would commit the businesses to behave ethically and contribute to economic development while improving the quality of life.

Inclusion of CSR norms would guide the companies and provide right kind of direction in the functioning of an enterprise.

Need for CSR-

The iron laws of responsibilities:- the institution of business exists only because it performs invaluable services for society. If a business intends to retain its existing social role & social power, it must respond to society’s needs constructively. In the long run those who do not use the power in a manner that 
society considers responsible will tend to loose it.

To fulfill long term self interest:- A business organization in its own self interest would like to have a better community in which to conduct its business, Leading to easier labor recruitment, Lesser labor turnover & absenteeism.

To establish a better public image:- If the firm wants to capture a favorable public image, it will have to show that it also supports these social goals, enhanced public image to secure more customers, better employees & higher profit.
To avoid misuse of national resources & economic power: - The businesses should use productive resources of the economy for common good of the society. The natural resources should be used in a manner to lead to sustainable development.

To convert resistances into resources: - If the innovative ability of a business is turned to social problems, many resistances can be transformed into resources & the functional capacity of resources can be increased manifold.

To minimize environmental damage: - The effluence of many businesses positively damage the surrounding environment & the businesses should be duty bound to repair the damage by recognizing their ecological responsibility towards society.
 (k)  explain briefly the matters to be considered and the steps that may be taken by a finance and accounting professional when he is required to resolve an ethical conflict in the application of fundamental principles.
Ans. An accounting professional may be required to resolve a conflict in the application of fundamental principles.

The following needs to be considered, either individually or together with others, during a conflict resolution process.

· Relevant facts.

· Ethical issues involved.

· Fundamental principles related to the matter in question.

· Established internal procedures.

· Alternative courses of action.

Having considered these issues, the professional should determine the appropriate course of action that is consistent with the fundamental principles identified. The professional should weigh the consequences of each possible course of action.
If the matter remains unresolved, the professional should consult with the appropriate persons within the firm or employing organization for help in obtaining resolution.

If a significant conflict cannot be resolved

A professional may wish to obtain professional advice from the relevant professional body or legal advisors, & thereby obtain guidance on ethical issues without breaching confidentiality. 

The professional may determine that, in the circumstances, it is appropriate to withdraw from the engagement team or specific assignment, or to resign altogether from the engagement, the firm or the employing organization.
(l) What is meant by sustainable development ? state the special responsibilities of the industries that are based on natural resources. How the adoption of green accounting system helps in avoiding policy decisions which are non- sustainable for the country ?

Ans. Sustainable development: - Development that meets the needs of the present without compromising the ability of future generations to meet their own needs. Sustainable development refers to maintaining development over time. There is no economic growth without ecological costs. One must realize that increased development is related to environmental damage and resource depletion.
Social responsibilities of industries based on natural resources-Production process & strategy for eco-friendly technologies throughout the product life cycle and minimization of waste play major role in protecting the environment & conservation of resources. Accordingly, waste management is to be done through following system.

· Minimum production of waste.
· Adopting practices that have built in environmental consideration.

· Introducing processes that minimize the use of natural resources and energy,    reduce waste, and prevent pollution.
· Maximizing reuse of waste & recycling.
· Making products that are environment friendly, with minimum impact on people and eco system
· Promoting environmentally sound waste disposal practices.

If companies redesign products and adopt latest technology available, they can achieve the goals of reduction in wastage & resource depletion. As some industry leaders have managed to embrace environmental audits.

GREEN ACCOUNTING SYSTEM: - Green accounting is focused on addressing such deficiencies in conventional accounts with respect to the environment. If the environmental costs are properly reflected in the prices paid for goods & services then companies & ultimately the consumer would adjust market behavior in a way that would reduce damage behavior in a way that would reduce damage to environment, pollution & waste production. Such measures would facilitate the approach of polluter pay principle. Removing subsides that encourage environmental damage is another measure. With increased inclination towards accountable socio economic structures, ethical & eco friendly business practices would be standard corporate norm.

(m) Explain in brief the measures to ensure ethics in the workplace.

Ans. Guidelines for ethics in the work place
Employers, who understand the importance of workplace ethics, provide their workforce with an effective framework & guiding principles to identify & address ethical issues as they arise.

Code of conduct and ethics: - Codes of conduct specify actions in the workplace & codes of ethics are general guides to decisions about those actions.

Establish open communication: - It is important to take the time to explain the reasons for the policy & review the guidelines & conduct formal or informal training to further sensitize employees to potential ethical issues.

Make ethics decision in groups: - and make decisions public, as appropriate.

Integrate ethics management with other management practices: - while doing strategic planning and developing personnel policies they should try and include ethics into the same so as to arrive at the desired employee behavior.

Use of cross functional teams: - when developing & implementing the ethics management program Include employees in developing and operating the program.

Appointing an ombudsperson: - The ombudsperson person is responsible to help & coordinate development of the policies & procedures to institutionalize moral values in the workplace.

Creating an atmosphere of trust: - is also critical in encouraging employees to report ethical violations.

Regularly update policies & procedures: - To produce behaviors preferred. To instill behaviors aligned with organizational values.

Include a grievance policy: - for employees to use to resolve disagreements with supervisors & staff.

Set an example from top: - Executives & managers not only need to endorse strict standards of conduct, but should also ensure that they follow it themselves.
(n) Explain the importance of Ethical behavior at the workplace.

Ans. An employer should create a work environment where the employees have a clear, common understanding of what is right & wrong, & feel free to discuss & ask questions about ethical issues & report violations.
Importance of ethical behavior at workplace:-
· By being ethical, a manager will be able to influence his subordinates and peers to do likewise. It would foster a positive working environment.

· It would help the firm to avoid scandals.
· There will be less pressure on employees to compromise on ethical standards. 
· There will be greater willingness among employees to report misconduct.

· Talented and efficient people would want to work for an entity where ethical behavior is appreciated and rewarded

· In an environment free of discrimination and harassment, the employees would be more productive.

· Wastage of working hours would be minimal.

· Giving and accepting bribes, misuse of funds of the entity for personal purposes and embezzlements shall be curbed.

· The entity shall share good reputation with the industry and business community

· The risk of government intervention and legal battles can be avoided, helping to save time and cost.

· Fair pricing, legal and truthful advertising will help the entity to win and maintain the trust of customers.  

(o) Explain the pragmatic reasons for maintaining ethical behavior in marketing through marketing executives.

Ans. The purpose of marketing is to create competitive advantage. Ethics in marketing means applying the standards of fairness to marketing decision making. Ethics in marketing is about satisfying and developing a long term relationship with the customers. 
Thus ethics is inculcated in marketing due to various reasons.

· To reverse declining public confidence in marketing: - Though unethical & misleading marketing practices are limited to only a small proportion of all marketing, the reputation of all marketers is damaged. The companies should set high ethical standards & enforce them. More over it is in management’s interest to be concerned with the well being of consumers, since they are the life blood of a business.

· To avoid increase in government regulation (reduced governmental regulation): - Business Apathy, resistance or token responses to unethical behavior simply increase the probability of more government regulation. Indeed, most of the governmental limitations on marketing are a result of management’s failure to live up to its ethical responsibilities at one time or the other.

· To regain power granted by society (matching power and responsibility): - Marketing executives wield a great deal of social power as they influence markets & speak out on economic issues. If marketers do not use their power in a socially acceptable manner, that power will be lost in the long run.

· To protect the image of the organization (Image building): - Buyers often form an impression of an entire organization based on their contact with one person. More often than not, that person represents the marketing function.
Thus when the organization delivers good and safe products which are in accordance with the promotion and advertising undertaken by it then the result is a satisfied customer. Therefore when an organization behaves ethically, customers develop more positive attitude towards its products and services.
· Increased turnover, revenue and profits:- when business organizations conducts its business ethically, it builds long term relationship with its customers. The customer loyalty results in increased turnover with increase in profits.
These notes have not been formatted or rechecked, so are subject to minor spelling errors
For any queries post it on --- rajanibhavesh@yahoo.co.in
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