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CHAPTER 1 PRINCIPLES OF BUSINESS ETHICS

1. What do you mean by the term ‘Ethics’?

The term ‘ethics’ is derives from the Greek wordhts’ which means character. Ethics are the priesipf conduct
governing an individual or a group. It is concermeth norms of conduct of people as members ofetpas it relates to
what is good or bad, and having to do with moraieduand obligations.

Definition: Churchill defined ethics as the application of moral valuesazles to complex problems using a rational
decision making process. The outcome of this pizegsually a behavior or set of behaviours.

2. What is the difference between ethics and morals?

Basis of Ethics morals
difference

Ethics relates to what is good or bad, moral duti®&oral relates to

Meaning and obligations.

Root word & | Greek word ‘ethos’ meaning ‘character’ chara
analysis is a personal attribute.

an

Nature Ethics are accepted because these arise nay

personally accepted principles.

Ethics is much wider in scope. It examin scope than ethics.| It

moral standards of a group or society to need for belonging g@and
Scope

whether these standards are rea

unreasonable in concrete situation.

. Ethical norms are comparativel 3 s are usually expressed as general fules

Expression

ents. Ex. “always tell the truth.”

Ethics are adopted or re typically adopted or absorbed since
Absorption gradually by taking om family, friends, school, religion,
appropriate situations. i ader and so on.

3. What is the difference bet

regulatiorecessary for public order. On the other hand gtbannot be
ialogood in all dimensions.

Wbt is lawful need not necessarily be ethicahifirly, all types of

am Shaw” b its is the study of what constitutes right and mg@r good and bad

human cc
Thus, als with morality in bessnenvironment. It involves moral judgment basedmderstanding of
the society. ond the legal questmukinvolves goodness and badness of an act.

1. Business ethics refers to the application of evayyahoral or ethical norms to business. It requare@wareness of how
the products and services of an organization aedthion of its employees, can affect its stakedtsldnd society as a
whole, either positively or negatively.

2. Ethics in business organization relates to a catgarulture of values, leadership, programs andreement.

It is that set of principles or reasons which gogethe conduct of business at the individual otective level by the
application of ethical reasoning to specific busmsituations and activities.

5. What are the requirements of ethics in business?
Ethics in business requires an awareness of —
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1. The need for complying with rules, such as (i) laafghe land, (ii) customs and expectations of ¢henmunity, (iii)
policies of the organization, (iv) principles of ratity and (v) general concerns such as the nekdthers and fairness.

2. How the products and services of an organizatiod,the actions of its members, affects its stalddrsl(i.e. employees,
customers, shareholders, supplies, community acidtgaas a whole), either positively or negatively.

o
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6. What is the need for ethics in business?

There is a ‘social contract’ between society arataiolders, under which society bestows upon bssifiens the authority
to own and use its natural and human resourcesetimn society expects that productive organizatiaill enhance the
general interests of consumers, employees and caitymin conduct of their activities business firrage expected to
honour social rights, justice, equity and fairnddssiness ethics provides a set of moral principlaeh should govern the
conduct of business. These moral principles hekiness people to judge the social consequencedsewnfdecisions and
actions.

Since the social responsibility movement in 196@siness ethics has come to be considered a maaageémcipline
and there has been an increasing assertion thatelsasenterprises must use their massive finamacidl public power to
address social problems such as poverty, crimdicpdalth, environmental protection, education etc

To be ethical in business, one must be awareeohéted for complying with the la
society. The actions of people working in busingssducts and services must con
society.

andeetqtions of the
e welfare of the

In general, ethical behaviour is becoming increasuly significant i

1. Moral ConsciousnessMoral Consciousness leads the busin ing, spurious goods,
black marketing, false advertising etc. Long befareh practices

2. Self-interest: Ethical business conduct is in the self interddiusines
the business enterprise will increase, if businessserve th lity andpfages reward then
shareholders with good dividends, pay taxes hondstia nd dignity.

3. Environmental pressure: Environment pressure ha
belong to society and they must discharge theiras
values.

ssmeizerdhht they use resources which
ical behaviour and mushere to social

4. Legal imperative: Laws reflect ethical co
regulation of government, they are sur

them. If businessmen disobey laws and
their survival will bediainger.

Functional Area of Busi Ethical Practice

Plant location dverse impact on local community

Production ontrol of pollution

No hoarding of raw material

No hoarding of finished goods

Fair treatment to customers

Truthful and realistic claims

Concern for social values

Protection and appreciation of capital

Just and equitable treatment to employees.

7. What do you un d by Ethical Dilemmas?

Ethical dilemma is a situation where the decisicaken has to choose not between right and wrongétwteen right and
right.

In business many issues may seem straight foramaceasy to solve but in most cases conflict anigkeno one option is
a clear choice. Businessmen are faced with mordl ethical dilemmas while making choice from varialgernatives.
Business interest comes into conflicts with moles. Ethical dilemmas faced by managers are bftgrly complex with
no clear guidelines.

However, the following guidelines can be used teeesgthical dilemmas —
1. Problem definition
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i. Clearly identify the problem
ii. How would you define the problem if you stood oa tther side of the fence?
iii. How did the situation arise?
2. Decision making
i. What is your intention in making this decision?
ii. How does this intention compare with the problesuls?
iii. Will your decision change or be valid over a lorgipd of time at it seems now?
3. View points
i. To whom are you loyal as a person and a membéreadrtganization

ii. Whom could your decision or action injure?
iii. Can you discuss the problem with the affected patiefore you make yo

iv. Could you disclose without any doubt your decisioracti
your family, society as a whole?

to your bo of Clives,

V. Under what conditions would you allow exceptiony

4. Effect
i. What is the symbolic potential of your action ifdeémstood and
ii. Reconciliation of conflicting interests.
Business is under pressure from various socialgyais ing figure.

Owner

Employees

Business

Public

( Government )

ocial groups is not idehbic conflicting. Therefore, it is the task of naement to reconcile

8. Whatist thics™?

The golde ften terms as ‘Etlit&eciprocity’. The golden rule states “Do unthers as you would have
them to unto r way to rewrite it woute “treat others as you would like to be treatégiou were them.” The
golden rule is an example of normative theory whdstablishes a single principle against which wejadge all action (i.e.
whether any possible action is right or wrong)

9. What are the principles of business ethics?

Special nature of business, it requires certaiickseecific principles. The late American Presidéfodrow Wilson has laid

down four important principles for the proper coadof business. They are as follows:

(a) The rate of Publicity: This rule describes the necessity and importaficaaintaining transparency in business. The
people should be adequately informed about ther@apurpose and consequences of business dealihigsprinciple
states that let the people know what it is goingldo Usually misunderstandings, suspicion and fetsguncture arise
out of secretiveness. Therefore people must begpippcknowledged about what the business is gairtp.
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(b) The rate of equivalent price:this rule states that let the public receive gamut$ services fully equivalent to the money

(©)

(d)

What is the benefits of Business Ethics?
The advantages or benefits of business ethicssai@laws:
1.

paid. In other words the buyers should get the betsirn of their spending. The business should tkat it offers
products having utility and quality when the busimgets the price for what it renders as a rewlhedconsumer must
get a satisfaction due to the fulfillment of his/need for the sacrifice which he/she has madedyaf spending.

The rule of conscience in businesshis principle emphasizes that the rules of bissrgames must be of a higher order
than those of an ordinary game, sustained by njdgiment of honourable men because business isspegial type of
activity. It uses the society’s resources as inpod offers an output to the society for materidis&ction. It is
responsible for employment generation wealth cveatind economic development of the society, ratiem by selfish
motives. A conscience in business will motivateltiisiness to function in the best interest of dtalders and society at

large.
The rule of spirit of service: this principle suggests to see that the timings go for d get money for it is
the best thing of that kind that can be done. Ipleasizes on quality of service a igation to offer

the best return of the price paid by the customéhg business must remem paspose of

business and profit is the reward for working srebefor accompli

. Exploitation of workers and
place cannotraetiged by
es place hlgh va fairness

Improvement of society: Focus on business ethics has substant
children, monopolistic price fixing and profiteeginharass
business enterprises now. The society has react:die
and equal rights, thus resulting in improved sowielfare
during times of fundatakchange, when
conflicts about what is rightverong.
aintaining consistendheir actions.

plex work situation.

ethics ensures highly ethical pokcand procedures in the workplace. For
ipiD, firing, etc. most firms feet that it is foetber to incur the cost of

disigation later.
o avoid criminal acts 6mfission” and reduce fines, focus on ethical
Hues and violations, so that they can be repantaddressed.

uring that organizatioehbbiours are aligned with those values for TQMopses.

: Ethics management programs are useful in manadjiveysity. Diversity programs require
recognizing and applying diverse values and petsmscwhich are the basis of a sound ethics manageprogram.

Strengthens the organization:
Managing ethical value in business legitimizes nganial actions.
Strengthens the coherence and balance of the aegim’s culture.
Improves trust in relationship between individuatsl groups
Supports greater consistency in standards andtigsadif products
Cultivates greater sensitivity to the impact of @merprise’s values and messages.

CHAPTER 2 CORPORATE GOVERNANCE AND CORPORATE SOCIAL RESPONSIBILITY
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1. What is the concept of Corporate Governance?
Meaning:
Corporate Governance is about promoting corpogitadss, transparency and accountability. It iceomed with structures
and processes for decision making, accountabdapirol and behaviour at the top level of organaratlt influences (i) The
organization’s objectives (ii) risk monitoring Jifperformance optimization.
Definition:
Corporate Governance can be definedths formal system of accountability and control éthiical and socially responsible
organizational decisions and use of resources”.

Accountability is related to how well the content of workplaceidi®n is aligned with the organizations statedtsigic
direction.

Control involves the process of auditing and improving oigational decisions an
Applicability:
The need of good ‘Corporate Governance’ arised cagegories of Indi

1. Public sector units (PSUs)where the government is the d
stake.

holds minority

2. Multinational Companies (MNCs) where the foreign parent is the
i the dominant shareholders,

by the degmdvhc.

Domestic business groupavhere the promoters (with thei

government owned financial institutions holds a pamabl
Scope:

Corporate Governance arrangements are key d zations relationship with the world
encompasses the following aspects:

0] The power given to managemen e of power
(ii) Management’s accountability
(i) The formal and informal p anagement decisions
2. What is meant by the term “stakeholders

Management is not accounta rs) but also to other interest groupomstituents who are
affected by corporate acti ribes such constituents of an organizatidhe individuals,
groups or ot i affect the organization in pursuit of itsalgo Stakeholders of a

Sharehol
Local communities

© N o gk~ wDdhE

3. What are the characteristics of good Corporate Gowv@ance?

Good Corporate Governance is a formal system obwtability, decision making and control of ethi@d socially
responsible organizational decisions and use olress.

Good Corporate Governance has some major chasditteriThey are as follows:-
1. Participatory

2. Consensus oriented

3. Accountable
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Transparent

Responsive

Equitable and inclusive
Efficient and effective; and

© N o g &

Follows the rule of law.
4. What are the major factors to be considered whilevaluating Corporate Governance?

In India section 229 of the companies Act, 1956 eladse 49 of listing agreement with SEBI contafreslegal frame work
of Corporate Governance.

1. Appointment non executive directors

2. Placing constraints on management power and owipecshcentration and

3. Ensuring proper disclosure of financial informatemd executive compensation.

Some key issues to be considered while evaluatorgdate Governance are as follo

1. Appointment of Board of Directors (BOD)
(i) Board of Director is the link between managers stmat
(i) BOD is potentially the most effective instrumentgofod go

(iif) BOD are elected by the shareholders to establishbdCate Go
issues pertaining to the company.

ies and make decisions @orm

(iv) Minority of independent directors make it diffi
management influence.

0 operate outsidesiigere of the

t directors who don’t have commElinia

(v) Large investors seek out companies where t
j n the decisions of the management.

to the firm and who demonstrate a ectiv
2. Financial disclosure and control:

(i) The corporate structure s
significant exposure on fi

omprising of independent directors with
(i) The committee should have company’s auditors and approve non audit

e determiypedeasurable performance goals.
0 be set by arpémdkent compensation committee and should be fully

rant genestmek options to top managers.
entive to perfavell; overloaded stock option accounts create the

ate Social Responsility (CSR)?
Meaning:
Corporate Soci nsibility is the continuirgmenitment by business to behave ethically and #mntr to economic

development while improving the quality of life tife workforce and their families as well as of theal community and
society at large.

Corporate Social Responsibility focuses on the itleaa business has social obligation above agpdrigemaking a profit. It
is company’s responsibility to produce an overaBifive impact on the society.
Corporate Social Responsibility is a way of inteigig the social, economic and environmental impeeat of business
activities. Shareholders, analysts, regulatorspuatunions, employees, mass media and communitgnagtions hold
companies to be accountable not only for their performance but for the performance of their ergirpply chain.

Issues like peace, sustainable development, emaeatal quality, human rights and security are tigwgerformed effect
on business and its environment.
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Definitions:
Some definitions of Corporate Social Responsibdity as follows:

“Corporate Social Responsibility is an integratmmbination of policies, programs, education andcfices which
extend throughout a corporation’s operations ataltime communities in which they operate”.

“Corporate Social Responsibility is the continuingmmitment by business to behave ethically andritate to
economic development while improving the quality lié¢ of the workforce and their families as web af the local
community and society at large”.

“Corporate Social Responsibility is achieving coengial success in ways that honour ethical valmesraspect people,
communities and the natural environment.”

Scope:

Corporate Social Responsibility is a way of inteigig the social, economic and e
activities. The term corporate Citizenship dendtes expert to which business
voluntary responsibilities placed on them by tis¢@tkeholders. It’s all
processes to produce on overall positive impacamety.

yeeat of business
@zonomic and
e business

1. Iron law of responsibility: Social gives business its charter to exist e amended or revoked at any

business must respond to society’s needs constelicti of Responsibility the long run
those who do not use the power in a socially resipts
nwhich the business can be profitable in
programmes which reduces asjriabour
tment of labour becomes easie

3. Better public image: Good public i

higher profit. Business can captur society’s interest aadial goals.

edhesources for the common good of society. Theylshkeep in
s bas delegated to them by the society for the perpbgenerating
wiadmbligation while exercising the delegated esrit power.

into resourcesBusiness has the innovative ability to return abproblems into economic
al capacity can be inseeamany times.

7. What are key developments have taken place over thast decade to increase focus on social responétigs?

1. Increased stakeholder activism:various stakeholders’ group have come to expeatnamd more from business.
Society is looking to the private sector to helghwtomplex economic and social issues. Corporatishigh are
perceived by the society as not being socially sasible are targeted through such as public demadiwsis, public
exposes, boycotts, shareholder resolutions and ‘elestial of service” attacks on company websites.

2. Engagement of stakeholderEngaging stakeholders in decision making procasselvolved from “whether to engage
shareholders” to “how to engage shareholders”. Gomigs and stakeholders have progressed beyondddelfor
dialogue’s sake” and are looking to rationalize phecess.
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3. Proliferation of codes and guidelines:new voluntary Corporate Social Responsibility dimds and performance
measurement tools are added by various companigaraof their annual reports. There is a growiogsensus to
evolve a standard in Corporate Social Respongibiéiporting and dissemination of information.

4. Concept of value chain:Corporate Social Responsibility agenda is charaet® by the expansion of boundaries of
corporate responsibility. Stakeholders increasinigbld companies accountable for the practices efr thusiness
partners throughout the entire value chain wittcigpdocus on supplier environment labour and humigints practices.

5. Transparency and reporting: Public demand greater transparency and bettelodise of the economic and social
performance of the corporate sector. Companiesegpected to provide access to information on ingpac their
operations, to engage stakeholders in meaningélbglie about issues of concern that are relevagither party and to
be responsive to particular concerns not coveredstamdard reporting and communication practice. ofoting
authorities are developing new accounting stanttaichprove corporate reporting.

6. Corporate Social Responsibility & corporate governace: The convergence of
Corporate Governance is growing rapidly. Initigie focus was on issue such a
and executive compensation. Now Corporate Sociap&esibili
Board and Management Accountability, Governance deuisi
Corporate Social Responsibility.

7. Growing pressure from investors and markets: Corporate Soci
investment. Mainstream investors are now treatingp@rate Soci
responsible investors are putting pressure on coiepo di
human rights practices, Corporate Governance al
meetings and the shareholders resolution procebsiyi

is now part of tmainstream

trategic lmssrissue. Socially

environtaéresponsibility,

Activist groups are giving ass to annual

companies.

8. Information technology: Rapid advancement in info
business and Corporate Social Responsibi
Responsibility record.

am®med the focus on the link between
tion about the compan@srporate Social

9. Pressure to quantify Corporate Soci , employees, customers, NGOs and public
institutions want to know return o t both for business anciety. Companies
want to determine what their Corpor nitiatives e accomplished so thatytlvan focus scarce
resources most effectivel

8. What are the key strategi
policies and practices?

nies while implementing Corporate Social Resporisiity

d gmses to raise the Corporate Social ResponsikEbtyes with Board
tegies and decision making. Companies impléi@erporate Social
ystem that promote —

orations lagid business partners;

ocal & global environment

and corruption

yrotection; and

(vi) Reducing the negative impacts of corporations djperén conflict zones.

Some key strategies that can be used by companiehile implementing Corporate Social Responsibility plicies and

practices are as follows:

1. Mission, vision and values statementCorporate Social Responsibility is regarded asament place in a company’s
core mission, vision and values documents whicte sitacompany’s goals and aspirations. It providegyht into the
company’s values, culture and strategies for a@higits aims. The mission or vision of a socialjgponsible business
refers to a purpose beyond “making a profit” anecsfies that it will engage in ethical and respblesibusiness
practices. It seeks to balance the interests dhalkey shareholders while making decisions.
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2. Culture values: Corporate Social Responsibility requires an emvintent where innovation and independent thinking are
welcomed. There must be a commitment to close #mpehgptween “what the company says” and “realitytofactual
performance”. Care should be exercised so thatdhgany says what it means and means what it says.

3. Management structures:Corporate Social Responsibility management systiems to integrate corporate responsibility
concerns into a company’s values culture, operatemd business decisions at all levels of the dgzgdaon. Such a
system can be created by assigning responsibiditp Board committee, an executive level committee single
executive or a group of executives who can iderkéfy Corporate Social Responsibility issues anduate and develop
a structure for long term integration of socialued throughout the organizations. There is no singlversally accepted
method for designing a Corporate Social Respoiigiiitanagement structure. The designed structuseldhalign the
company’s mission, size, sector, culture, busisésgture, geographic locations, risk areas & lefeCorporate Social
Responsibility commitment.

4. Strategic planning: companies begun to incorporate Corporate Socigb&esi
processes. Specific goals and measures of progressglentified for the purpo
proposals on society is assessed before it is apgro

g term panning
jon company

5. General accountability: Social responsibility goals may b
positions. Job descriptions are designed so that employee ca
overall effects to be socially responsible.

ments and job
utieetaompany’s

6. Employee recognition and rewards:EEmployees tend to eng
avoid behaviour that is penalized. To promote C
promoting, compensating and publicly honouring e

mgnized and rewarded and
system of recragitiiring,

7. Communication, education and training: Employees
not aware of its importance. Therefore, they sh
appropriately in carrying out their job r
Responsibility internally, include it as a
provide managers and employees wi

untable for respleniséhaviour if they are
information and tools theyedeo act
publicize the need of Corpo&xeial

programs, establish a cddeonduct, and
them to achieve responsittemes.

8. Corporate Social Responsibility re
and encourage internal efforts to c
demonstrate —

(i) CEO and senior le

nsibility report 8uiust with stakeholders
Social Responsibility goals. Thesthreport

(v) Inc
9. panies take the kmad persuade others to behave in more responsible
o hagenamny companies as possible honouring the regairsmand
> Social Responsibility.
10. d quality of work life: Efforts to improve working conditions, lessen eaaimental impacts

and increa
company.

yee involvement in decision ntpkiften lead to increased productivity and redutereate in a

9. What are the benefits of Corporate Social Responsiiiy?
The benefits of Corporate Social Responsibiliy, igood corporate citizenship” are as follows:

1. Achievement of long term objectives:A business organization. Sensitive to communitgdsewould, it its own self
interest, like to have a better community in whicltonduct its business. The resulting benefitsldibe:

. Decrease in crime
» Easier labour recruitment
* Reduced employee turnover and absenteeism
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» Easier access to international capital, better itimmd for loans on international money markets.

 Dependable and preferred as suppliers, exportgrbriiter, retailer of responsibly manufactured congms and
products.

A better society would produce a better environniemthich the business may gain long tegrofit maximization

Improved financial performance: socially responsible business practices and fimeangerformance are linked
positively. Studies and surveys reveal that oveia#incial performance of socially responsible camps have been
much better than that of other companies. Improfieaincial performance results in stable socio- timal — legal
environment, enhanced competitive, advantage, imggroemployee recruitment, retention and motivatibeiter
stakeholders relations and a more secure environimeperate in.

Reduction in operating costs:Corporate Social Responsibility can also helpetiuce o cost significantly. For
example — recycling initiatives cut was disposaits@and generate income by selli efdmilarly work
life programs results in reduced absenteeism acmased retention of employe fting and also
reduce training and hiring costs.

Brand image and reputation: A socially responsible compa i i es brand and
reputation. It draws customers, Increases Compabjliy to att

Increased sales and customer’s loyaltybusiness must satisfy ¢
availability, safety and convenience. Customereaasingly favour fir er values basiedria such as
“sweetshop free” and “child labour free” clothingwer envi ence of geriticaodified

materials or ingredients.

Ability to attract and retain employees: Strong Corf : onsibility commitmeantgompanies find it
easier to recruit and retain employees, resulting iedu

Reduced regulatory oversight: National an g se less obmiver companies that clearly
satisfies or go beyond regulatory com ; panies are subject to fewer inepscand
paperwork, and may be given preferenti erating permits or other formfigiovernmental
permission.

Efforts to improve working conditions lessen eownimental impacts
mgloften lead to increased productivity and redusedr rate in a

orporate Social Responsibility reporting?
GRI:
(i) ndard rather than a perforraastandard. It was established to design globaliylieable
guideli enterprise level sustalitgleports including social and environmentadliicators.

(i) GRI is yed by CERES (Coalition for EnvironnsnResponsible Economics) and involves the active
participation of corporations, non governmental amigations, international organizations, businessoeiations,
Universities and other stakeholders from aroundatbied.

(i) GRI first released its sustainability reporting @Galines in 1999 and is now a permanent, independaatnational
body with a multi stakeholder governance structltsecore mission is maintenance, enhancement mserdination of
the guidelines through a process of ongoing coatoit and stakeholder's engagement. GRI has begaad sector
specific supplements, beginning with financial $g#% and tour operators.

AA 1000 (1999):

(i) Itis an accountability standard designed — to dempnt the global reporting initiative (GRI) regog guidelines,
and improve accountability and performance by legrthrough stakeholder engagement.
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(i) This helps to establish a systematic stakeholdgagement process that generates the indicatoigettand
reporting systems needed to ensure its effectiweinesverall performance of the organization.

3. Social Accountability 3000:
(i) It specifies requirements for special accountabttit enable a company to develop, maintain andreefpolicies
and procedure in order to manage those issues vithaa@m control or influence demonstrate to interdgarties that
policies procedures and practices are in compliavitethe requirement of this standard.
(i) This standard is maintained by social accountghititernational. It covers standards and monitopnggrams for
child labour, wages of benefits, working hours,Ithreand safety, freedom of association and colechbargaining and
management system.

4. Union Nations Global Compact (2000):

(i) Itis a set of nine principles which the compargas voluntarily “embrace an
practices and to support complementary public gafidiatives.

indival corporate

(i) This standard includes those practices that enupreom as diosec

describing the benefits to business for embracaui grinciple
5. OECD Guidelines for Multinational Enterprises (19762000):

(i) Organization for Economic Corporation and Developtm@©E
Governments to multi national enterprises.

ndations addrebyged

(i) These are not legally enforceable and are volurgsd ents encouragedimpanies
operating within the countries to observe the g . These guidelines Vuestepublished
in 1976 and updated in June 2000.

6. ICCR Guidelines

(i) The Interfaith Centre on Corporate
Responsibility” which is not a stand

lished “Principals for Global corperat
the issues of concern to gains oriented

(iii) The principles cover the entire i onsibility issues which includes vptake,
community, environ land consumers. The principles are publishedragerence
tool that companies i s or those of the companies in which they stve

ship andb#ieef that business has a crucial role in idgmtd and
utions ty keobal issues affecting the physical economiciaoc

(iv) Thisp
(a) Social impact of company operations on a local comityg
(b) A respect for rule and ethics
(c) Support for multilateral trade agreement that primridudicious liberation of trade”.
(d) Respect for the environment and “avoidance ofitlbperation”.

8. Global Sullivan Principles (1999):

The objectives of the Global Sullivan Principles ar

(i) To support economic, social and political justigecbmpanies where they do business.

(i) To support human rights
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(iif) To encourage equal opportunity at all level of esypient
(iv) To train and advance disadvantaged workers fonieahsupervisory and management opportunities.
(v) To assist with greater tolerance and understaratimgng people.
(vi) To improve the quality of life for communities, vikars and children with dignity and equality.
9. Asian — Pacific Economic Cooperation (APEC) Businascode of conduct (1999):

(i) APEC is known as the primary international orgatiirafor promoting open trade and economic amongn2inber
economics around the world.

(i) The code issued is a standard that draws significam a variety of other internationally recogridzeodes and
standard.

(i) The drafting of the code is designed to suppleraedtsupport company’s existi conducaddition to
it, the code addresses policy recommendations tBQABounty government

specific “Company action” or a range of issues.
CHAPTER 3 WORKP

1. What do you mean by “Workplace Ethics"?

Workplace ethics refers to how one applies valaesdrk in actual deci
directly impact the workplace. Workplace ethics aneextension of the p s or latckesh that is intrinsic in
the people comprising the workplace. It is all abmaking choic ood enséeneficial but are
the right choices to make. Ethics in the workpleaggire aboliti nduexploitation.

wrong actions that

2. Why workplace ethics is needed?
Public concerns about the ethical practices inrtass usuall h as

Fraud and embezzlement

2. Accepting bribes or lying
3. Financial scams
4. Deceptive advertising of food and

Unfair competitive practices etc. stre
The pressure of sound v
part of good manage

tion that cal standards in busimesd to be improved.
ing part of good governance in organizadiot an integral

The mai i ics are as follows:

ndards and sound personal valuespefson exercise a significant
e toamake a choice between right and wrong in diffesstuations.
His et i company as well as the reputation of his campHis choices and
agugell as reflect the understanding of his ethieaponsibility as an

and co-workers:managers and coworkers exert significant contmol ome’s choices at
ority. For gaining consistetttical compliance in the company’s workplace,vites and

examples should be set by co-workers along withhes and policies established by the company.

3. Opportunity to engage in misconduct: In case the company fails to provide good exampled direction for
appropriate workplace conduct, confusion and conflvill develop and will result in the opportunifer unethical
behaviour. If punishments for undesirable behavarernot implemented, each individual may misuseagbportunities
available to him since there is no system of pumisht.

Examples: If the boss or co-workers leave work early or mp&esonal long-distance phone calls at work andgehtnem to

the company or uses company’s assets for privaggopa, every individual may be tempted to do so.
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Ethical/unethical
choices in work
place

Individual
standards
and values

Manager's
and
co-worker's
influence

Opportunity
to engage
in
misconduct

o
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4. What are the ethical issues faced by an individuah the workplace?
Ethical issues faced by an individual in the wodgal can be classified as (1) Business relationg®pConflicts of interest,
(3) Fairness and Honesty, (4) Communication.

1. Business relationship:

(i) The behaviour of business persons toward custorsappliers, and other in their workplace may alsoegate
ethical concerns. For example, a company will beefiled more by treating its customers fairly, lfutly and
equitably. Customers should also perceive thattimpany is treating them fairly.

(i) Ethical behaviour within a business involves (a)epieag company secrets (b) meeting obligations and
responsibilities and (c) avoiding undue pressuat ity force others to act unethically.

(iif) Managers can influence employees’ actions, duéhédr positional authority. Em may be encgedato
engage in activities that they might personallywias unethical e.g. inv ivacy orabtey a
competitor’s secrets.

2. Conflicts of interest:

A conflict of interest arises when an individualsh@ mak
interests. For example, a bribe is a conflict ¢éiiast because it Vi an organization
or society. It need not always be financial. Howetee effect of a i nflict of interest”

has a financial impact on the company. To avoidlmis of interest, e e able to sseaheir personal

interests from their business dealings.
3. Fairness and honesty:
(i) Fairness and honesty are the heart of businesse eneral values of decisiakers.

(i) Business persons are expected (a) to follow a gulations and (b) not to harret@mers,
employees, clients or competitors knowi 2sentation, coercion or discraton.

ity are important for consumers e.g. in casmefdicines, food
authoritiesd to ensure that customers are told the trushtahe product

on prejudice reagltin unfair treatment of people. The meaning ef tkrm discriminate is

another”. In thentext of workplace ethics discrimination refers-to

(i) Treating
individual merit.

ntly. It refers to wrongtdt of making a difference in treatment or favoraobasis other than

(i) Treating one person better than another becaudeiofape, race, religion, gender or other protkclass status, which
is not relevant to their individual job.

(iii) A form of injustice based on the formal “Principl equality” individuals who are equal in all resperelevant to the
kind of treatment in question should be treatechfigueven if they are dissimilar in other non kelat respects.

6. What are the basic elements in employment discrimation?
Discrimination in employment involves three badangents:-

1. Individual merit is ignored: It is a decision against one or more employeegi@spective employees) i.e. not based on
individual merit, such as the ability to perforngisien job, seniority or other morally legitimateatjfication.
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2. Biased way:The decision is based wholly or partly on (i) ed@r sexual prejudice, (ii) false stereotypes(iidr other
kind of morally unjustified attitude against membef the class to which the employee belongs,

3. Harmful impact: The discriminatory decision has a harmful or negatmpact on the interests of the employees,
perhaps costing the jobs, promoters or better pay.

o
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7. What are the commonly recognized employment discrimation practices?
The commonly recognised discriminatory practicesaa follows:

1. Recruitment practices: Business firms that rely solely on the word of thoteferrals of present employees to recruit
new workers tend to recruit only from those raeiafl sexual groups that are already representdukinlabour force.
For example, when job vacancies are advertised adianthat are used by only men and not minoritiesvemen,
recruitment will tend to be discriminatory.

2. Screening PracticesDiscriminatory job qualification arises when thane not relevant to the job to be performed. E.g.
requiring a high school diploma for a manual takkb interviews becomes discriminatory if the intewer routinely
disqualifies certain class of people assumptiomaibccupations ‘suitable for women’ or the prigritf putting women
in ‘male’ environments.

3. Promotion practices: Promotion, job progression and transfer practivesome di hen (i) employers
place makes on job tracks separate from those tipevomen and minorities. (i ore thubjective
recommendations of immediate supervisors.

4. Condition of Employment: Discrimination in condition of e
aspects:

e following

(i) Fair treatment to workers for e.g. facilities likbi underpay their fardes is

5. Dismissal: Firing an employee on the basis of his or ar form of discrimination. Lay p#licies
become discriminatory if they rely on a senioritiste i and women have the lovgestiority on
account of past discrimination.

8. What is meant by harassment in context of

Harassment is tormenting by subjecting

hostile or offensive working environm

1. Adverse or unreasonable terms and

What major the

Business enterprise is comprised of individuals emmstitutes a human society. Hence, the emplsyexpected to ensure a
fair working environment free of harassment. Sexumlassment s usually committed by one employemstganother
employee. But the employer bears both legal angtadtiobligations to prevent such sexual harassmEné following
programmes may be taken to prevent sexual harassmen

ould be taken by the employdo prevent sexual harassment?

1. Sexual harassment policyA policy statement should be prepared by the comstating the sexual harassment of any
kind will not be tolerated. A good sexual harassiiicy should educate as well as warn employeesdescribe the
kind of actions that amount to sexual harassment.

2. Communicating such policy: Sexual harassment policy should be communicatédatall employees understand it and
accept it. Education and training may be requicecréate sensitivity to the issue.
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Establishing procedure: For handling incidents of sexual harassment aectffe procedure should be set up. The
person or office to which complaints should be mé#éjeassurance of non retaliation against an accumed (ii)
confidentiality of complaints are essential parso€h policy, each and every complaints must bpeatp investigated to
ascertain all the relevant facts.

Appropriate action: The action may include pay reduction, job transfemotion and even termination due publicity of
the penalty imposed on the offender is helpful. ¥icEm should be compensated for the harm caused.

10. What are the guidelines for managing ethics in thevorkplace?

The following are a few guiding principles of mairagethics in the workplace —

1.

10.

Codes of conduct and ethics€Codes of conduct specify actions in the workplawe codes of ethics are general guides
to decisions about those actions. It specifies whaght and what is wrong. Codes of conduct idels preferred style
of dress, avoiding illegal drugs, adherence to saops instructions, being relia npt, kmiting from
accepting gifts etc. codes become more effectivennthe top management active

Open communication: Many of the ethical problems arising in i Therefore there
is necessary to create a work environment wherdogm@p und pal dilemma
management should explain the purpose and corméethical Jéme employees
to potential ethical issues. Necessary resourced febe provided

Group decision making: Ethical decisions can be made in group lic as appropriate. It produces
better quality decisions by including diverse ists and pe ' the credibilithe decision
process and outcome by reducing suspicion of ubfsis

Integrated ethics management:Ethics need to be i gement ipsliand practices. Ethical values
preferred in the workplace should be included wHiee tement during strategaauhg. Similarly,
ethical principles should be considered when. deiety g and then design policiepriuce these
behaviours.

Grievance policy: A grievance policy gse to resolve disagreement with supervisors
and staff.

Atmosphere of trust: Creating an a itical i ging employees to report unethical activities
they come across. So, a su i oyees may report suspected ethio#dtions

hes a point of conthetravemployees can go to ask questions in
rammd seek advice. In order to institutionalize therahvalues in the
ent of the policies and procedures.

d managers should endorse staictiards of conduct and also follow it
eate an impression on geéathat unethical behaviour will not be tolerateaiployees need
must report any wrongddimgy encounter top executives must assure botiwdrgds and

actions tha ination will take place agaithose who report ethical breaches.

Updating policies and proceduresPolicies and procedures concerning ethics at tirkplace should be reviewed and
updated on a regular basis. To produce behaviowferped from the code of conduct, job descriptigrerformance
appraisal forms, management by objectives.

Expectations, standard firms, checklist, budgebreformats and other relevant control instrumeotgnsure
conformance to the code of conduct.

CHAPTER 4 ENVIRONMENT & ETHICS

1. What is the concept of Sustainable development?
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Sustainable development is “Development that mi®tsneeds of the present without compromising thitya of future
generations to meet their own needs”.

A nation or society should satisfy its requirensesicial, economic and others without jeoparditiginterest of future
generations.

High economic growth means high rate of extragtioansformation and utilization of non renewaldsaurces. This
concept of sustainable development refers to maintadevelopment over time.

As per Brudtland Report the concept of ‘Sustai@atievelopment’, recognizes that economic growth toade
environmentally sustainable, since there is no ecvo growth without ecological cost.

Sustainable development as a balance concept éeteelogy and development has been accepted ad afpgthe
customary international law. Right of a personngimnement which is pollution free is a p leajurisprudence of the
land.

Increased development and higher GNP are relateshtironmental damage
element of resource regeneration and positive @ghrdo environ
programmes.

Pollution: It refers to the undesirable and unintended coimation o

commodities.

Resource depletion:It refers to the consumption of finite o

depletion because contamination of air, water od ldiminishe
The main forms of pollution and resource depletioma

1. Air Pollution: According to U.S. Public Health Servic
of one or more contaminations or combinati Ereos
be injurious to human, plant or animal lif
of life, or property, or the conduct of i

d of such duration as mayds may tend to
ably interfere with the dortable enjoyment

Causes:Air pollution may be caus
(i) Gases and particulate spewe
(ii) Increase in populati
(i) Urbanization

Effect: bellow:
(iy Aff yields
(ii) healthifand
(i) construction rials thraxayhosion.
(iv) amage in the term of global waymozone layer, destruction and acid rains.
2. Water po is essential to human life and also for stdal growth and development. Any human activity
which spoils the quality of water may be called evgiollution. Water is regarded as polluted whemeitomes harmful

for all living creatures.
Sources:Water pollution is caused by —
(i) Industrial effluence
(ii) Using water bodies as dumping yards/ disposal fitesastes,
(i) Nuclear power plants
(iv) Disasters (e.g. oil spills) etc.
Effects:
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The world’s per capital supplies of water are gkirig and are now 30% smaller than 25 years age.dtie to increase
in population and economic activity in urban ardasmeet urban demands, water is being increasidigigrted from
agriculture irrigation to provide water for cities.

3. Land pollution

Solid Wastes:People living in cities produce tons of solid vessevery year. City garbage dumps are significaumtces
of pollution, containing tonic substances such adndum, copper, Zink, etc. problem of ethics-wadtenping are
increasing day by day due to rapid advancemettan® industries and it can’t be reused also.

Hazardous or Toxic Substancesthese can cause —
(i) Increase in mortality rates
(i) Irreversible or incapacitating illness

(i) Seriously adverse health or environmental effects.

For exampleBenzeneis a common industrial toxic chemical used in ptasiye
drugs, fungicides and gasoline. Benzene workerssaxeral ti
leukemia.

es, detergents,
putato get

Vinyl Chloride is used in the production of plastics, which i®
causes liver damage. Birth anomalies, liver, r@spiy and bone da

products dette
etc.

4. Depletion of fossil fuels

Depletion of fossil fuels at an exponentially rigirate led
habitats combined with the effects of pollution kesto
many existing species disappearing forever.

3. What is Global Warming and Acid Rains? What are thee

(a) Global Warming:

ce of endrge loss of forest
henomenal number et&gs and danger of

ing and Acid rains?

Greenhouse gasesCarbon dioxide, nitrou 0f© fluoro carbons) occurs naturally in the
escape back into space, ¢p kiee earth’s
temperature at right levels so tha d other human actigituring the last 50
years have released subs tactically here, particularly by thaihgrof fossil fuels
resulting in increasing a res around the globe.
(b) i tratosphere protectéifallon the earth from harmful untriviolet
whietused in Aerosol cans, Refrigerators, Air condiirs, Industrial
es aise reaches the stratosphere in 7 to 10 yeamssewthey destroy
arsirmang all the while to break down additional ozomelecules.
ere@d)V rays will lead to —

0)
(i) D the world’s major crops thase sensitive to UV light.
(c) Acid Re
(i) Acid eat to the environment i.e. clpselated to the combustion of burning of fossief which are

heavily used by utilities to produce electricity.

(i) Burning fossil fuels, containing high level of ship releases large quantities of sulphur oxides time atmosphere.
When these gasses are carried into the air, theyoioe with water vapour in clouds to form nitricich@nd
sulphuric acid. These acids are then carried domthe rain, thus, raising the acidity of the wateuarce.

Adverse effect of global warming
Average global temperatures are now higher thaorbeT his increasingly heat will have the followieffects —
(i) Increases the frequency and magnitude of drought.
(i) Expansion of world’s deserts.
(iif) Melting of polar ice caps leading to rise in sezels.
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(iv) Warming of water — bodies like oceans and lakess shifting the geographical distribution of fishdaother marine
species.

(v) Increases the distribution and severity of diseases

(vi) Extinction of several species of plants and animals

(vii) Reduced agriculture yield levels and disruptiofaiming.

Adverse effect of acid rains

(i) Acid rain falls directly on trees and other vegetatand soaks into soils. It directly damages fresd indirectly
destroys the wildlife and species that depend ogsts for food and breeding.

(i) Water sources become highly acidic. Many fish papoihs and other aquatic organisms are unablertiveu lakes and
rivers that have become highly acidic due to aaid.r

(i) Acidic rain water releases toxic metals from th& and carries these into water. mate drinking
water which lead to various diseases.

(iv) Acid rain can corrode and damage buildings, statusother obje ) and marble.
4. What is meant by ecological ethics?
Ecological system

An ecological system is an interrelated and inteetelent set of organisms ts, suehlalse in which the fish
depend on small aquatic organisms, which in ture bff decaying p s. Stheevarious parts of an
ecological system are inter related, the activitiesne of its parts

Role of Business

Business firms are parts of a larger ecologicaiesysBusiness atural environffioe their energy, material
resources and waste disposal and the environmentmni cial activities oimess firms. Therefore,

ecological systems within which we live need ta e.
Business firms should —

(i) Recognize the inter relationship a ms within which thegmpe; and
(i) Ensure that their activities will not s

Moreover, we all have a moral
This is known as ecologic

nly for the sake of human beings baa &r its own sake.
enterprises is required in order to evuhie problems, of

urces for better uses.

need to limit consumption now to have resouwesilable for

tomorrow. E.g n. Pollution “consumes” pure air and watend goollution control

“conserves” t

Deple primarily a concern figure generation. Conservation is only way of eimgua supply for
tomorrow’s ge

Awareness:

In the earlier times, business enterprises weralgnabncerned with ‘using’ the economic resourcethe best possible manner.
Now awareness increases to conserve the ecologalrces.

Awareness of social responsibility need to addiptel values and more statutory requirement towaallution control,
environment — friendly practices etc. have traeslanto providing safety for the workers at worlqaareducing pollution, health
concern for them and incorporating environmentélesiin governance.

6. What is meant by environmental ethics?

Meaning: Environmental ethics concerns the value systensaafieties — the value system that has brought thie ®©f
environment to the present situation.
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Impact: Problems such as global warming, ozone depletiohdéisposal of hazardous waste affect the entinddw®hey require
international cooperation and have to be tackletieaglobal level.

Pervasive: Environmental ethics is a issue that concerngathiahaviour of all types of organizations randirmgn international
Bodies, National Governments, Opinion makers, medialligentsia, public and private enterprised &G Os.

Cause and effectithe effect i.e. the problems relating to protettaf environment or nature in terms of pollutiorsource
utilization or waste disposal.
The basic cause i.e. the issue of exploitive hun@are and attitude should be addressed in anedtieay.

Ethical practices in Business:Ethical practices make good business sense elipdbi@ organizations engaged in exports of
products and satisfy the importer in regard thdityy@thics and environmental standards.

Developments in India: The Chipko movement (1973) in India is a proofpebple’s concern
Air pollution measures were enacted through:-

(i) The factories act 1948
(i) The industrial (Development and Regulation) Act 195

e balance in ecosystem.

(iii) Mines and Mineral (Regulation and Development) 2@%7
(iv) Air (Control and prevention of pollution) Act 1981
(v) The motor Vehicles Act.
7. What do you mean by “Environment friendly behaviour” of Busi
Environmental management is the priority and & lseey determin nt.

tilization, so eco frieralkginess practices
ghout the prodietclcle and effective

Business and industry are closely linked with ssruin
should involve eco friendly production processdgtsgies a
management of wastes.
Waste management can be achieved through —
1. Minimum production of waste
2. Maximizing reuse of waste and re
3. Promoting environmentally sound w.
e the e

Business enterprise whic ay the costs of managing such waste andtlady cannot

enjoy subsidies given by the

otectionnatea conflicting proposition. Companies can achigwe goals of
. besigding products and adopting the latest techmedogvailable.
3 rgigard to environment — business relationshiph&nge is needed at
2, manufacturing, marketing operations, anting and other related
snt — (EIA) and environmental audits which shamsironmental

nmental standards like 19@001 can provide competitive advantages to busases
| issues in organiaal set up improves corporate performance.

ral resources (e.g. mirféral, timber and foodstuffs etc.) have a spemaponsibility for:

(i) Adopting pra that have built in environmem@hsideration.

(ii) Introducing processes that minimize the use ofrahtesources and energy reduce waste and preghutign.
(iif) Making products that are environment friendly witinimum impact on people and ecosystem.

(iv) Green accounting systems, focus on addressingielgfies in conventional accounts with respect o hvironment.
Environmental coasts reflecting in the prices ffaidgoods and services so as to adjust the magg\hour in a way
that would reduce damage to environment, polluiod waste production.

8. What are precautionary principles in environmental control?
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Environmental measures taken by the state governamehthe statutory authorities are the precautiopanciples. They must
anticipate, prevent and attack causes of envirotaehdegradation, in case of threats of seriousiaatersible measures in order
to prevent environmental degradation.

CHAPTER 5 ETHICS IN MARKETING AND CONSUMER PROTECTI ON
1. What are the ethical dilemmas in today’s marketingscenario?

Marketing executives face the challenge of balamtireir own best interest in the form of recogmitipay and promotion, with
the best interests of consumer, their organizaténssociety into a workplace guide for their daitivities. They must be able
to distinguish between ‘ethical’ and ‘unethicaldaact accordingly regardless of the possible camseces.

Ethical guidelines: Many organizations have code of ethics that idegmsipecific acts (bribery aceepting gifts) as umethand
describe the standards employees are expectacttogito these guidelines will:

(i) Lessen the chance that en employee will knowinglyri&nowingly violate a comp
(i) Strengthen a company’s hand in dealing with custeraeprospe

(i) Valuable guides for young or inexperienced exeegtjito resis grder to move

up in the organization.
Limitation of ethical guidelines:
(i) Every decision cannot be taken by the manager.
(i) Determination of what is right and what is wrong ¢ e
(i) Difficult for any enterprise to construct a two-gnin (et
So, a marketing manager must be able to evalusita

e well beihgonsumers, since they are the
lifeblood of a business. Ethical b nd campaigns ensurecadkalgement of

consumer’s interest.

2. Role of business leaders i
of misleading package

s should not be interpreted mgly by public as consisting
prices, and infringements of well esistiéd trademarks. To

rketing behaviour increases the priibabf government control on
kating are the result of management’s failureéntain its ethical
retjolzs and retain their freedom of operations byincarfor the

anages a great deal of Ispoiger as the influence the markets and speak
out a i However, there is respitihsifield to that power. If marketing executive® not use their
er, that power will be limsthe long run.

5. Boost pub “Buyers form an opinion about the entire oragamsapublic the basis of their contact with one
person i.e. the person who represents the markktiggion. (e.g. sales clerk for retail store) e#thimarketing behaviour
can protect and improve the image of the enterprise

3. What is competition?

Definition: Competition is a situation in a market in whicimfs or sellers independently strike for the buypetronage in

order to achieve a particular business objectivégsle.g. sales or market shares.

Requirement: A pre-requisites for a good competition is trade the unrestricted liberty of every man to busll and

barter, when, where and how, of whom and to whorpléases.
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Effect: In situation of effective competition, competitiomll be having equal opportunities to compete ftbeir own
economic interest and therefore the quality ofrtloeitputs and resource deployment will be given gdprity in order to
sustain and succeed in the market by meeting cogrssisiemand at the lowest possible cost.
4. What are the competition policy and law?
Competition policy: The central economic goal of the competition polis the preservation and promotion of the
competitive process. It is a symbolic process, tvleocourages efficiency in the production and alion of goods and
services over a period of time through its effestsnnovation and adjustment to technological cleang
Competition law: It provides necessary powers to the commissioanforce and implement the competition policy. The
Competition policy is regarded as genus, of whiom@etition law is ‘Specie’.
5. What are the Competition law in UK and US?
Competition laws in UK:

(i) Competition Act 1988: The UK Competition Act, 1988 which came into f based upon the
Competition law of European Commission. The Acthilbd
restricting or distorting competition which directbr in
production, markets or sources of supply.

(i) The enterprise Act: This Act introduced the next major refo iti which concentrated
on a new regime for the assessment of mergers arkkts in the

dmodernization of UK’s
countries have the petition

(i) European commission: The implementation of
Competition policy. For regulating the competiti
authority commonly known as the Competition

Competition law in US:

(i) The Sherman Act, 1890:This Anti-Tr
foreign commerce.

(i) The Clayton Act: This is a civi fes) passed in 1914. It aims to eliminate
monopolies in the bud by sp i ain monopoly power.

radedamonopolization of inter state and

(i) The federal trade commission i od of Competitioniimterstate commerce but
carries no criminal penalti ommission to monitor violations of the act.

s connected therewith or inai@l thereto
The Co 2 extends to the wholendfd, except the state of Jammu and Kashmir.
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7. What is meant by term ‘Consumer’?

CONSUMER

Defined u/s 2(i) in respect of Defined u/s. 2(i) in respect of Defined u/s. 2(u)
services GOODS

* Means buyer of any goods * Means hirer or availers of any services

e Includes any users of goods when such use # Includes, any beneficiary of any services when
made with the approval of the buyer such services are availe approval of

the hirer of avaiier.

« Consideration: It may be(i) paid or (ii) promised|o ed
(iii) partly paid or (iv) partly promised or (v) der )
any system of deferred payment

« Purpose: Goods may be purchased for resale qr fer any
any commercial purpose or for personal use.

8. How are Goods and services defined in Sales of GaoAct, 19
Goods: Section 2(7) of the sale of Goods Act, 1932 defig le property othantactionable
claims and money, and includes stock & shares, igigparo tached to and forpargof the land which
are agreed to be severed before sale of undepttigact an
Services:As per section 2(U) “Services” means i made available to potentisdng services
also includes the provision of services in co idual or commercialtt®s such as banking
communication, education, insurance, fi sport, storage, maté&eatment, processing,
supply of electrical or other energy, bo t, construction, repanveying of news or
information and advertising.
9. How consumer as per competitio er as per consumer protection Act?
Competition Act defines con (d) of the Consumer Protection Act 1388wever, following
are the wording difference
Clause As per Qwumer protection Act
() of goods is for tHBut does not include a person who obtajns
ial purpose or fauch goods for resale or for any commercial
purpose.
(i) ailing of services|i$But does not include a person who avails| of
y commercial ‘purpose or for personauch services for any commercial purposes.’
10. How consu different from public intaest?

Basis of Consumer interest Public interest

difference

Meaning The areas in which the consumers as a wholg diee area in which the society as a whole has some
benefited is called consumer interest interest is called public interest.

Members Consumer is a member of a broad class of pepfleciety is a collection of subsystem, €.g.
who purchase, use, maintain and dispose| @insumers, manufacturers, distributors, input
product & services. suppliers, service providers etc.

Factors Consumers are affected by pricing, policie®ublic interest reflects the morals during perjod
financing practices, quality of goods and servicesd also the established interest of the society.
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and various trade practices.

Scope

Consumer interest is restricted in scope as
only a sub system of a larger system i.e. gen

t Peiblic interest is wider in scope in comparison
ecalinsumer interest.

public/ society.

o
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Examples Formulation of competition act, regulation pMaintenance of law and order providing for
consumer protection councils, consumer courefense of the country etc.
etc.

11. When does conflict arise between consumer intereahd public interest?
Government policies may be fashioned and introducgde name of “public interest” may not be in thilémate interest of
the consumers. This arises due to the fact tharatlucers are consumers but all consumers angrodticers as such.
Example: A farmer wants the price of goods he comwsuto be as cheap as possible but they wantsstighiee for his
produce. A government wishing for self sufficierinyfood as a national security measurement, fdeesaonflict i.e. should
it support high prices to encourage productioroar prices to protect the consumers?

Conclusion: In general consumers (buyers) want eitipn but producers (sellers) d iety there may
such divergent interests and therefore the reswlusi best left to market with Govern

12. What is the relationship between Competition and Casumer Wel
Competition: It refers to rivalry in the market place. It isgtgate i hiewegbals of
economic efficiency and consumer welfare, and teckhon the conce thgoals have an
interactive relationship and when in harmony, dslitotal welfare.
Effect of competition on consumerst is the consumers wh Dcompetitive activities in a
market. The consumers are worse off because theréack of
Micro level effect: The design and implementation of a tes the advancement and increases poor’s
welfare.
Macro level effect: An effective competition regin ng competition distortions) can prevent
consumer abuses, both at industry level as wg shopkeeper can tctieawhole community.
Conclusion: An appropriate and dynami i cessary to maintain economic development,

Ethics refe pauct of individual and organization. Ethical dilma exist when finance
and acco

1.

2.

3 an®le, in preparing a profit forecast for lunchamgew product to be

istic high revenue and misleaduhehing institution in order to get the loan, or

stic but insufficient revenue, whis not satisfactory to the lender and consequéhd project
. Both the above mentioned actions havettgee own risks. There is no right answer to sach

situation.

2. What is the concept of ethical conflicts for finane and accounting professionals?

A finance and accounting professional faces ani¢stbonflicts” in circumstances when he is not asiion to comply with
the principles that govern ethical behaviour. “Gighfof Interest” situation the professional is végd to decide between
compliance with principles, and actions which agedficial to the business enterprise.

Circumstances under which the conflicts occur arfobows.
Finance and accounting professional working as conkant or auditor:
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For professionals working as consultant or auditotisreat to objectivity is created, when a praéesd accountant in public
practice competes directly with a client or haeiatjventure or similar arrangement with a majompetitor of a client. Such
circumstances may give rise to conflict of interasd give rise to non compliance with the fundamleptinciples.

Finance and accounting professional working as ameployee:

Finance and accounting professionals working asmaployee may be pressurized to act or behave inthatycould directly
or indirectly threaten compliance with the fundataémprinciples. Such pressure may be explicit opliait or may come

from a supervisor, manager, director or anotheividdal within the employing organization. Such fassionals may face
pressure to:

(i) Act contrary to law or regulation

(i) Act contrary to technical or professional standards
(i) Facilitate unethical or illegal earnings of managetstrategies.

(iv) Lie to, or otherwise intentionally mislead (incladimisleading by uditors of
the organization or regulatory authorities.

(v) Issue or otherwise be associated with a financiabo financials
statements in connection with the financial statesietax com
securities regulators etc.

facts, including
r repoeguired by
3. What are the aspects to be considered for creatirgsound ethi a businssenterprise?
The following aspects should be considered fortorga sour nment in siess enterprise —
1. Employee awareness:All employees should be

management should initiate policies to train andivate

lesyadl ethical responsibilities. The top
thical behaviour.

2. Efficient communication system:Ethical or i ication systeetween the management and
the employees so that any one in the aud, mismanagement or any othren Df non
routine detrimental behaviours with fired. It may be in the forfnaohelpline
comprising of senior members of
an employee of a company may face.

3. Fair treatment to whistle
mismanagement to th ep management must ensure fair treatment tstiehblowers
to assure.and appreci helpé¢alcfraud and other unethical practices.

context of finance and accounts?

The funda [ ce and accounts are summarized below:

accounting and firmmqeofessionals should be honest and straight

forward il duties. The following acts includes compliarnvegh “Integrity”
principle
i) Co ormation (adverse as wefbasurable) with concerned managers/ superiors.
g p

activities which would imipdhe firm’s goodwill.
(i) Avoid
(iv) Refuse to take any gift or favour which could iefice actions taken or to be taken.

dvice related parties on appaconflicts which could arise in the future.

(v) Refuse to get involved in any activity which woualdversely affect the achievement of the firm’'s goal
2. Principles of objectivity: This principle requires that accounting and firemprofessionals should use their professional
judgement and should not allow bias, conflictinteiests or undue influence of others to overriasrthusiness judgment.
Information should be communicated fairly and objedy in such a way that the communication witlke tand user is
complete and transparent.
3. Principle of confidentiality: This principle requires that accounting and finahprofessional should refrain from disclosing
confidential information related to their work. $umformation may be disclosed to their subordisaad care should be
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taken that the later maintains the confidentialiyn exception can be made when there are requireneemisclose
information under a legal obligation or becaussahe statutory ruling.

4. Principle of professional competence and due carefhis principle requires that accounting and firemrofessionals
should update their professional skills from tirndiime. In the modern day competitive environmeptjated knowledge and
skill shall ensure that the client or employer rees competent professional services based upaerdusand contemporary
development in the related areas.

5. Principle of professional behaviour: This principle requires that accounting and firmpcofessionals should comply with
relevant laws and regulations and should avoid sistibns which may result into discrediting thefpssion.

5. What are the various threats which can be faced by finance and accounting professional while workingas an
auditor, consultant or an employee in a company?

Finance and accounting professional face sevepaistpf threats and conflicts which liehaviour. Such

threats may be classified as follows:-

1. Self interest Threats: Such threats occur as a result of the financiabther d accounting
professional or of an immediate or close family rhem Circu may occur
are as follows:-

(i) Self interest threat for finance and accounting préession
a.Financial interest in a client or jointly holdindinancial inte
b.Undue dependence on total fees from a client
c.Close business relationship with a client.
d.Threat of losing the client.
e.Potential employment with a client.

(i) Self interest for finance and acco i s an employee:
ional is working.

ircumstances leading to such threats arellasvé:

ance profesionals working as auditors/ consultants:

e evaluatiof work of the finance and accounting profesdsi®ona
generate dscehich are the subject matter of the engagement.
e operation of financial systemrdfging involved in their design or implementation.

or/manager of the client’s firm bgia member of the audit/consulting team.

of the auditor consulting team appointedhie client’s firm in a position to exert direatca
S|gn|f|cant influence over the subject matter a&f &mgagement.

(i) Self review threat for finance and accounting profesionals working as an employee:

Such threats occur when business decisions origslatéject to review and also justification is riegd to be
given by the same professional who was respon&iblereparing such data or taking such decisions.

3. Advocacy threat: Such threats occur when professional promotessiti@o or opinion to the point that subsequent
objectivity may be compromised. Circumstances lequtth advocacy threats are as follows:

(i) Advocacy threat for finance and accounting professinals working as auditor/consultant
a.Promoting shares in a listed entity when that giita consultancy or a financial statement adgint
b.Acting as an advocate on behalf of an assuraneetéh disputes with third parties.
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(i) Advocacy threat for finance and accounting professinals working as an employee

Making false and misleading statements about timepemy’s position, when furthering the legitimatealtyo
and objectives of their professionals. However, nveach statements made are neither false nor ristga
such actions generally would not create an advottaegnt.

4. Familiarity threats: Such threats occur when a finance and accountioiggsional has close relationships in the work
environment and such relationships impair his sefflattitude towards work circumstances leadirfgrtoliarity threats
are as follows:

(i) Familiarity threats for finance and accounting professionals working as auditors/consultants:
a.A member of the engagement team having a closdyfaetationship
= With a director or officer of the client

= With an employee of the client who is in a positionexert direc influence over the

subject matter of the engagement.
b.A former director/officer of the client or an empée in
c.Accepting gifts or preferential treatment from eiot:
d.Long association of senior personnel with the asse
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(i) Familiarity threats for finance and accounting professionals working as an employee:

a. A finance and accounting professional in a positio influence financial or non-financial reportiryg
business decisions and having an immediate or ¢dws#y members who is in a position to benefitnfrohat
influence.

b.Accepting gifts/ favours unless the value is chearkignificant.
c.Long association with business contacts influentinginess decision.

5. Intimidation threats: Intimidation threats occur when a professional rbayprohibited from acting objectively by
threats, actual or perceived.

(i) Intimidation threat for finance and accounting professionals working as auditors/ consultants:
a.Being threatened with dismissal or replacement

b.Being threatened with litigation.
c.Being pressured to reduce inappropriately the éxiework performed i
(ii) Intimidation threat for finance and accounting professi

a.Threat of dismissal of the professional or closl
principles or the way in which financial informatids t
making purposes.

ation of accaunti
well aglémision

b.The attempt of the boss to influence the profesd

6. What are the various safeguards which may be ado
threats?

essionals to overcoméhe

Effective safeguards are required to check undthiglaavio
(i) Ensure an ethical environment
(i) Eliminate or reduce the threats to an a
(i) Increase the likelihood of identifyin eguards may be createddy t

(i) Education train nt Moryanto the profession
ent requirement

organization ethics and programs

(i) Recruitment procedures in the employing organinamphasizing the importance of employing highbsali
competent staff

(iv) Adequate internal control system appropriate dis@py process

(v) Policies and procedures to implement and monit@iqtnality of employee performance.

(vi) Ethical leadership

(vii) Policies and procedure to empower & encourage gapkto report unethical practices to senior witliear.

(viii) Timely communication of the company’s policies grdcedures and appropriate training and education o
such policies and procedures.
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7. What is “ethical Conflict Resolution” in the contex of finance and accounting professionals?

Ethical conflict is a situation, where the professil is in a position to decide between complianéth principles, and
actions which are beneficial to the business entarp

During a conflict resolution process, it is necegsa consider the following:
(i) Relevant facts

(i) Ethical issues involved

(iif) Fundamental principles related to the matter irstjioe

(iv) Established internal procedure

(v) Alternative course of action

The finance and accounting professional shouldidenshe consequences/ effects o iblssead action. The
professional should consult with other approprizeson within the firm or employing ng those charged
with governance of the organization i.e. BOD

The professionals may document the substance ofstue a
concerning that issue and that should be in compdiavith the p
unable to make a choice even after the evaluati@mosequences o
professional body or legal advisors.

professional is
ee from relevant

If the conflict remains unresolved the professiotaah abstain the matesiog conflict. He

may withdraw or resign altogether from the assigmiiie fir
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