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Introduction
Business ethics pertain as much to institutionalisation of good conduct as to the realm of individual choices. What is the organisational philosophy about what is ethical and what is not? How to ensure that each and every member of the organisation behaves in an ethically acceptable manner? Corporate code of ethics serve both as a beacon as well as a benchmark for simulating, supporting and sustaining ethical decision-making and behaviour throughout the length and the breadth of an organisation. While the desirability and effectiveness of corporate codes of ethics is a debated issue,

in the present context, it is almost becoming necessary for the companies to have code of ethics. For example, in USA, Sarbanes Oxley Act 2002 (SOX 2002 for short) requires every publicly held company to have a code of ethics. As such the implementing provisions of the Securities Exchange Commission (SEC) there require the companies desirous of listing to indicate whether they have a code of ethics and if not reasons there for. Other countries are following suit. In the era of continuing liberalisation, market-based regulation and self-governance, corporate code of ethics represent a means of fostering corporate conscience and corporate character. The purpose of this unit is to facilitate your understanding of the context, concept and contents of corporate code of ethics. Besides, the unit would also be dealing with the issues relating to the communication of the code, candour of its implementation and evaluation of its effectiveness More specifically, after reading this unit, you would be able to: 1. Describe the meaning of corporate code of ethics and its features. 2. Discuss the context whereby the corporate codes of ethics have assumed importance. 3. List, describe and illustrate the salient contents of a corporate code of ethics, especially those regarding environment and diversity. 4. Examine the issues impacting the effectiveness of code of ethics and responsibility and accountability therefore

In order to accomplish this purpose the unit is divided into four sections. These sections have been further sub-divided in accordance with the

requirements of the subject matter.

4.1 Meaning of the Code of Ethics
In terms of the etymological origin of the word code, that is, Latin codex, code means “system of laws.” In fact its literary meaning is “tree trunk,” as much of the ancient writing happened, besides stones, on wooden tablets or tree leaves. See Did You Know 4.1

Did you know that Hammurabi‟s Code is one of the earliest known written codes? Did you know that Hammurabi (1810 BC- 1750 BC) was the sixth king of Babylon and he extended the Babylonian empire up to the whole of Mesopotamia?

Code of Hammurabi was written on a stele, a large stone monument, and placed in a public place. It was written in Akkadian, the daily language of Babylon, and could therefore be read by any literate person in the city. It contained 282 laws. The structure of the code is very specific, with each offense receiving a specified punishment. The punishments tended to be harsh by modern standards, with many offenses resulting in death, tooth" philosophy. Putting the laws into writing was important in disfigurement, or the use of retaliation, the "Eye for eye, tooth for

itself because it suggested that the laws were immutable and above the power of any earthly king to change. The code is also one of the earliest examples of the idea of presumption of innocence, and it also suggests that the accused and accuser have the opportunity to provide evidence. A carving at the top of the stele portrays Hammurabi receiving the laws from the god Shamash, and the preface states that Hammurabi was chosen by the

gods of his people to bring the laws to them underlining the divine inspiration theory of the legitimacy of law making by the king. Source: http://en.wikipedia.org/wiki/Image:CodexOfHammurabi.jpg#file http://en.wikipedia.org/wiki/Hammurabi

Hammurabi‟s code was a legal code. In this unit, we are not going to discuss the legal codes but the code of ethics. Moreover, we are going to limit the discussion to corporate codes of ethics. In practice, code of ethics may pertain to any defined community – be it members of a specific profession or organization, a federation or association of organizations, and, in the present context of globalization, the multinational organisations. While the scope of this unit does not extend to other spheres, it is suffice to say that code of ethics for a specific corporate entity may be influenced by industry/professional codes and international codes such as the ones applicable to transnational corporations. In fact, these as well as the prevalent legal framework and moral-ethical predispositions in a society constitute the salient aspects of the context of the corporate code of ethics. But what exactly is a corporate code of ethics? This is what we turn over attention to.

Comment [i1]: Albeit some codes of ethics may have the force of law. Violations of these codes may be subject to administrative (e.g., loss of license), civil or penal remedies. Other codes can be enforced by the promulgating organization alone; consequences of the violations of these codes are usually limited to loss of membership in the organisation.

Other codes may be merely advisory and there may not be any prescribed remedies for violations or even procedures for determining whether a violation even occurred. Source: http://www.12manage.com

Corporate code of ethics may be defined as an internally developed written document setting out the corporate beliefs and values about what is considered ethical. It elaborates corporation‟s understanding

Figure 4.1: Corporate code of ethics

of its responsibilities toward the diverse stakeholders and other aspects of society external to it. Code of ethics may or may not include rules of conduct in the specific instances of decision situation, yet it lays down the standards of ethical behaviour expected of the organizational members. The definition of the corporate code of ethics, given as above, points to certain features thereof that are discussed hereunder. Internally Developed Document: Corporate code of ethics is an internally developed document. The responsibility for development and implementation of the corporate code of ethics as well as monitoring of its effectiveness lies with the board of directors and top-level management. However, at each stage, personnel at all levels may be involved to make the code a living document. As noted earlier too, industry/professional codes, international codes as well as the prevalent legal framework and moral-ethical predispositions in a society will have a bearing upon its articulation. Many a time it is pointed out that most codes read similar in many ways. This may partly be attributable to the fact

that the concerns these codes address to are of universalistic in nature. Should the codes have been developed in compliance with a statutory requirement e.g. SOX 2002 (USA), the similarities may be even more pronounced. This may partly be attributable also to the fact that the codes may be developed without adequate attention to the matters of specific concerns to the companies. Written Standards: Corporate ethical codes are articulated in a formal, written statement. They may even be symbolically signed by the representatives of the board, top management and lower echelons of organizational hierarchy. This ensures their organization wide acceptance. These standards are made known publicly as a means of self-disclosure so that the world is aware of the “nature” of the company. You must appreciate the significance of writing down the principles you wish to live by. What it means is that ethics move from the sphere of your sub conscious to the realm of consciousness. Each time you have to take a decision or make a behavioural choice, you would weigh the alternatives on the scale of ethics as well. As a result, you are likely to avoid ethical mistakes. Moreover, the written standards also serve as a “shame” factor, because if you do not practice what you profess you loose out on your credibility. Value Loaded: The code of ethics enunciate the philosophical values and beliefs of an organization. As such, they become the guiding principles for

Comment [i2]: It is possible though not desirable that the professed and projected image may be defied by the

corporate practices and the actual experiences of the outsiders with the company. Such a credibility gap erodes trust and seriously impairs corporate reputation. This applies equally to individuals, does not it?

the development of corporate conscience and character. Here it would be useful to distinguish code of ethics from code of conduct. Code of conduct lays down the prescriptive rules of behaviour, i.e. specific do‟s and don‟ts. In comparison to a code of conduct, a code of ethics, is more general, is short, expressed in terms of „ought‟ or „should‟ rather than „must‟. Whereas code of conduct applies to employees, code of ethics apply to all the members of the organization including top management and board of directors. The relationship between the code of ethics and code of conduct is such that the practical orientation of the latter brings alive the philosophical ethos of the latter. Thus, in practice, some corporations develop a combination of code of ethics and code of conduct. Other organisations may have a code of ethics without a code of conduct, and vice versa, a code of conduct without a code of ethics. Stakeholder Orientation: Code of ethics elaborate the concerns of a corporation vis-à-vis its stakeholders and also the other constituents of the society external to it. The credos thus developed become the defining elements of the corporate philosophy. Corporate code of ethics, therefore, may be considered as expressive of corporate social responsibility as well. Corporate code may individually identify the various stakeholders and elaborate

the salient aspects of the corporate responsibility in relation thereto. Else it may generally address to all the stakeholders through a set of corporate values. Behavioural Expectations: Corporate code of ethics impose behavioural expectations on those to whom it is addressed. As noted earlier, code of ethics appeal to all the members of the organization including top management and board of directors. Although addressed to the organizational members, corporate code of ethics also sends out the signals to the other stakeholders and society at large. Corporate character reflects in the interactions of the members with the outside world. When the corporation is able to demonstrate that its values are non-negotiable it also conveys to the outside world as to what to expect and what not to expect of it. Thus, the customers and suppliers would know that they can‟t lure the corporation into under or over invoicing. Government officials would know that the corporation would rather wait than pay the bribe for an expeditious disposal of the matter under their consideration.

Comment [i3]: In some organizations, the expression „code of ethics‟ is used for senior executives and the members of the board of directors.

Comment [i4]: Note credos in terms of their Latin origin mean beliefs.

4.1.1 Importance of Code of Ethics
Corporate codes of ethics derive their importance from the functions they perform and the purposes they serve. The SEC regulations implementing Section 406 ("SEC Implementing Regulations") define a Code of Ethics to mean written

standards that are reasonably designed to deter wrongdoing and to promote: i. Honest and ethical conduct, including the ethical handling of actual and apparent conflicts of interest; ii. Full, fair, accurate, timely and understandable disclosure in reports and documents filed with or submitted to the SEC and in other public communications; iii. Compliance with applicable laws, rules and regulations; iv. Prompt internal reporting of code violations to an appropriate person; and v. Accountability for adherence to the code. Clearly, the purpose of code of ethics is two fold: deter wrong-doing and promote honest and ethical conduct among the members of the organisation. In serving these purposes, corporate codes of ethics may yield a host of advantages to the companies, their stakeholders as well as the society at large. (a) Corporate Acknowledgement of the Salience of Ethics: Codes of ethics is a tangible sign that a company is thinking about business ethics. True, that merely having a code may not be enough for behaving ethically; but the least that the code does is that it engages the corporate thinking in the right direction. It makes the corporation conscious of the desirability of incorporating ethical issues into the decision-making process. (b) Supplement to Personal Leadership: It is often contended that corporate ethics originate from the founder members/top management of an organisation and are transmitted to the other organizational members via interpersonal influence process of leadership. However, as the organizational size grows corporate 

code of ethics may supplement interpersonal processes. In the present era of rapid growth via mergers and acquisitions, shorter tenures and high turnover of personnel, corporate code of ethics embodying corporate values and beliefs may

Comment [i5]: A conflict of interest may arise in such cases as, ownership or financial interest in any supplier, competitor or client; undisclosed interest in a transaction in which the company may be interested; and, taking advantage of corporate opportunities for the employee‟s personal profit, etc.

serve as the glue that binds the people together. A code of conduct is a reference for decision-making by widely spread operational units. For example, the decentralization, dispersion and globalization of operations mean that managers and other employees often act at distant sites with little day-to-day formal supervision. They say “when the parents are away, the values they imparted will stay.” (c) External Legitimacy: The adoption of a code, besides indicating an internal acknowledgement, is one of the external hallmarks testifying that the corporation recognizes its obligation to the society beyond the pursuit of economic self-interest. Effective implementation of the code can really bolster corporate reputation. (d) Substitute for External Controls: Superintendence of corporate conduct indeed has come of the ages of legislative and administrative control. The present focus is on self-governance. Corporate code of ethics may be seen as a means of self-regulation. In fact, in case of transnational corporations having

operations in several countries including ones with higher tolerance for unethical practices and weak legislative framework, corporate code of ethics might indeed serve as beacons of light and hope. (e) Biggest Support in the Times of Crisis: Character be it individual or corporate is not put to test daily. It is actually tested at the time of crisis. That is why it is said, when wealth is lost nothing is lost, when character is lost everything is lost. Should the individual or company be able to come out unscathed from the test of fire, it can earn for itself immeasurable points of vantage. See Exhibit 4.1.

In 1982 and again in 1986 TYLENOL ®, a product of a healthcare subsidiary of Johnson & Johnson was altered by unknown individuals who placed deadly cyanide in the capsule form of the product. The result was the death of seven people in 1982. The product was voluntarily recalled. Johnson & Johnson took upon itself a $100 million charge against earnings. In 1986, there was yet another incident of product tampering. Johnson & Johnson decided to discontinue the sale of TYLENOL in capsule form. The company subsequently introduced the caplet form of TYLENOL in tamperproof packaging was introduced. Johnson & Johnson received much praise for its quick and honest handling of the crisis. Significant aspect of the anecdote is the acknowledgement of the guidance from the code of conduct, much acclaimed, much researched Johnson & Johnson credo: “The Corporation has drawn heavily on the strength of the Credo for guidance through the years (the Credo was

first published in 1943), and at no time was this more evident than during the TYLENOL® crisis of 1982 and 1986, when the McNeil Consumer & Specialty Pharmaceuticals (now McNeil Consumer Healthcare) product was adulterated with cyanide and used as a murder weapon. With Johnson & Johnson's good name and reputation at stake, company managers and employees made countless decisions that were inspired by the philosophy embodied in the Credo. The company's reputation was preserved and the TYLENOL® acetaminophen business was regained.” Source: Adapted from www. jnj.com (f) Stimulate Improvements: Corporate codes stimulate organisational improvements. Perceived constraints in the path of thinking and acting ethically themselves pave way for such improvements as may strengthen company competitive advantage. For example, introduction of tamperevident packaging and caplets not only led Johnson & Johnson to overcome the crisis it faced but also enabled it to further differentiate its products. Doesn‟t it make you think that good business can indeed be profitable business too!

Despite the merits of corporate code of ethics described as above, it may be pointed out that some writers have contested their usefulness. Some of the grounds on which the usefulness of corporate code of ethics has been contested are being taken up here. (i) Redundancy: It is argued that it would be a mistake to consider corporate code of ethics as separate from the ethics of human beings within a moral society. In such a scenario corporate code of ethics would be rendered redundant. (ii)

Non-use: It is argued that in practice, codes are rarely ever referred for decision-making. (iii) Conflict with moral autonomy and individual sovereignty: Much of the discourse on ethics rests on the assumption of autonomous individuals, that is, the individuals who decide and act in accordance with one‟s moral duty rather than one‟s desires or self-interest. You are aware that in view of this autonomy, greatest reliance is placed on the will of the individual over which he and only he has the sovereignty. Now, one of the objections to corporate code of ethics is that it tampers with personal sovereignty and moral autonomy of the individuals. (iv) Idealistic rather than realistic: It is often contended that ethical codes are more idealistic and aspirational rather than practical guides to decision-making and action. These are often worded in suggestive language, are vague and may also suffer from internal consistencies. As such they may not able to facilitate ethical decision-making and behaviour. They may be so worded as to sound authoritarian and paternalistic. The grounds on which the utility of the codes has been questioned themselves are not very strong. For example as for the ground of „nonuse‟, it may be said that even the contract of employment is not used in the management of day-to-day functioning. Likewise, corporate code of ethics may not be routinely consulted but it does not follow that the organizational members are unaware of the same or they do not care about ethics. Similarly on the criticism of codes on the ground of the perceived

conflict with the moral autonomy of the individuals, one may argue that if the code is based on good reasons, why should not it be acceptable to autonomous individuals. Moreover, if the codes are not framed, there may be wide variation in ethical behaviour. Codes indeed are a means of formalising ethics in business.

What are your views on the desirability of having a code of ethics for the teachers and a code of ethics for the students in colleges? Discuss.

Note Divide yourselves into even number of groups and elect group leaders and rapperteurs of the group proceedings. Let groups bearing odd numbers (e.g. Group # 1, 3) take a position that there should not be such codes and develop arguments against code of ethics to be presented by the rapperteurs. Let groups bearing even numbers (e.g. Group #2, 4, 6) take a position that there should be codes and develop arguments for code of ethics to be presented by the rapperteurs. Let your teacher preside over the proceedings and give concluding observations.

Give your suggestions on what should be the contents of the codes of ethics for teachers and students of your college.

Check Your Progress 4.1
Thinking Out of Box

Given below are some phrases about code of ethics. They denote either the merits or limitations of the corporate code of ethics. Put them in the relevant boxes. (i) Stimulate improvements (ii) Idealistic rather than realistic (iii) Non-use (iv) Substitute for External Controls (v) Conflict with moral autonomy (vi) Supplement to Personal Leadership

Merits
Answer key:

Limitations

(i)

Merit (ii) Limitation (iii) Merit (iv) Limitation (v) Limitation (vi) Merit

4.2 Contents of Code of Ethics
Contents of a corporate code of ethics may be discussed under the following major elements: a) b) c) d) e) f) g) Introduction Moral philosophy and values Stakeholders and responsibility owned Rules of Conduct Cross Referencing with Policies and Procedures Administration Evidence of ownership, personal sponsoring and role modeling.

What follows now is a discussion of the above elements. Introduction: Here the company tries to clarify the rationale behind formulation of the code of ethics. It becomes necessary to do so

especially in cases where the company did not have a code to begin with, and, in most cases this may be true. You are aware that formulation of code of ethics might imply that someone is doing something wrong and may evoke a response like “ so, we had been unethical so far!” Introduction may also specify the scope of the code, that is, to whom it is applicable. For an illustration of the way the code may be introduced. See Exhibit 4.2

The world of business today is going through a crisis of trust, where the credibility of business leaders and the legitimacy of business organisations are subjected to questioning. This scrutiny from the government, media, analysts, investors and action groups, is becoming more stringent every day. In such an environment of skepticism and cynicism, it is desirable that we reiterate our commitment to conduct our business in accordance with the applicable laws, rules and regulations

and with highest standards of business ethics. This code is intended to provide guidance and help in recognizing and dealing with ethical issues, provide mechanisms to report unethical conduct, and to help foster a culture of honesty and accountability; it does not attempt to describe all potential problem areas that could develop. Each director and employees in the cadre of Supervisors, Executives, Assistant Managers, Managers and General Managers (hereinafter referred to as employees) are expected to comply with the letter and spirit of this code. The directors and employees of the company mentioned above must not only comply with the applicable laws, rules and regulations but should also promote honest and ethical conduct of the business. They must abide by the policies and procedures that govern the conduct of the company‟s business. Sources: Adapted from http://www.adityabirla.com/media/features/values_framework.html

Moral Philosophy and Values: Code of ethics states the core values that an organisation stands for. The values of any organization define its character and personality. Whereas what the the external world experiences and responds to is the behaviour of the organizational members, their decisions and decision-outcomes, the values internally guide, shape and influence the behaviour. Thus, in terms of the iceberg

metaphor when applied to behaviour, values comprise the invisible yet significant aspect of an organization See Exhibit 4.3

There is not any need for a long list of values, a few would do. The purpose is not to impress

the outer world but to influence the behaviour of the organizational members. For example Aditya Birla Group, with a market capitalization of over $31.5 Billion, Revenue of $24 Billion, over 100,000 employees and presence in over 20 countries, envisaged for themselves a pentagonal framework of values (See Exhibit 4.4) as descriptive of their corporate philosophy.

Source: http://www.adityabirla.com/media/features/values_framework.htm Stakeholders: Generally corporate code of ethics mention the stakeholders and the nature of company‟s obligation in relation thereto. Such a mention may be brief as the expectation that “each employee should deal with the company‟s customers, suppliers, competitors and one another at all times in an ethical way.” Else, besides the identification of the stakeholders, there may also be an indication of the nature of obligation owned in respect of each of them. See Exhibit 4.5

Johnson and Johnson first published their code in 1943. Their group companies spread worldwide share this credo in 36 languages spreading across Africa, Asia/Pacific, Eastern Europe, Europe, Latin America, Middle East and North America. Company website informs that over the years, some of the language of the Credo has been updated and new areas recognizing the environment and the balance between work and family have been added. But the spirit of the document remains the same today as when it was first written. Our Credo We believe our first responsibility is to the doctors, nurses and patients, to mothers and fathers and all others who use

our products and services. In meeting their needs everything we do must be of high quality. We must constantly strive to reduce our costs in order to maintain reasonable prices. Customers‟ orders must be serviced promptly and accurately. Our suppliers and distributors must have an opportunity to make a fair profit. We are responsible to our employees, the men and women who work with us throughout the world. Everyone must be considered as an individual. We must respect their dignity and recognize their merit. They must have a sense of security in their jobs. Compensation must be fair and adequate, and working conditions clean, orderly and safe. We must be mindful of ways to help our employees fulfill their family responsibilities. Employees must feel free to make suggestions and complaints. There must be equal opportunity for employment, development and advancement for those qualified. We must provide competent management, and their actions must be just and ethical. We are responsible to the communities in which we live and work and to the world community as well.

We must be good citizens support good works and charities and bear our fair share of taxes. We must encourage civic improvements and better health and education. We must maintain in good order the property we are privileged to use, protecting the environment and natural resources. Our final responsibility is to our stockholders. Business must make a sound profit. We must experiment with new ideas. Research must be carried on, innovative programs developed and mistakes paid for. New equipment

must be purchased, new facilities provided and new products launched. Reserves must be created to provide for adverse times. When we operate according to these principles, the stockholders should realize a fair return. Source: www.jnj.com

J&J credo exemplifies how the organisational philosophical intent of the code may be organisational in terms of the ownership of the obligation toward various stakeholders. Note the salience accorded to the customers and other stakeholders over the stockholders. Rules of Conduct: As noted earlier too, a code of ethics may contain rules of conduct for the realization of the values and beliefs upon the edifice of which the code rests. For example, most of the requirements of SOX 2002 regarding ethics pertain to the employee code of conduct vis-àvis protection of the interests of the shareholders. These rules, inter alia necessitate the following on the part of the employees: Avoiding situations and activities that present an actual or potential conflict between personal and company‟s interest. Such a conflict may arise, for example, when an employee has a significant undisclosed ownership or financial interest in any supplier, competitor or client or in any transaction in which the company is or may be interested. Corporate codes of ethics invariably necessitate that the employee must make prompt and full disclosure of any such personal interest. Moreover, the code may require that the employees desist from receiving improper fees, commissions or other benefits, such as non-nominal gifts and excessive entertainment/hospitality

from any client, supplier or competitor or

any person or firm with which the company has an existing or prospective business dealings. Using company assets and confidential information only for the legitimate purposes of the company and being responsible for the protection of the same. As may be noted that corporate codes require the employees to be particularly circumspect about preventing the leakage of „non-public‟ (and hence confidential) information/trade secrets that may in written, electronic or any other form. While the exact content of what would comprise confidential information might vary from company to company, examples could include information about know-how, formulae or processes, research and development information, inventions, customer and supplier lists, manufacturing methods, financial data, marketing and sales strategies and plans. Corporate code of ethics require that the employees do not disclose of any confidential information to third parties without a valid business purpose and proper authorization by management. What happens to this requirement upon the cessation of employment? The corporate codes require that assets and information in possession of the employee be returned to the company upon cessation of employment. The codes also prescribe that obligation to protect company‟s confidential information continues even after cessation of employment. Desisting from using the non-public information for securities market transactions. Such a requirement is to curb what is known as „insider trading‟ at a time when

the „insider‟ may be in possession of such nonpublic information as may have a material impact on the decisions of the common investors. The term „insider‟ includes the employees (including directors) of the company and certain nonemployees (such as spouses, relatives and close friends of directors, officers or employees). They are prohibited from buying and selling company‟s securities in pursuance of such information or providing tips to someone who may buy or sell on that basis. With a view to preventing fraud and containing risk, the companies also lay down code of ethics for principal executive and senior financial officers and may enjoin upon them the responsibility for Acting with honesty and integrity; Ethically handling actual or perceived conflicts of interest between their personal, financial and commercial interests and their responsibility to the company;

Comment [i6]: A discussion of the concept follows in Unit VI.

Making full, fair, accurate, timely and understandable disclosure in all reports and documents that are filed or submitted to shareholders, government agencies or stock exchanges; Acting in good faith, responsibly and with due care, competence and diligence without misrepresentation or allowing their objectivity to be compromised; Respecting the confidentiality of information acquired in the ordinary course of their work except when authorized or legally bound to disclose and not use such information for personal gain; Ensuring that the company is in full compliance with the law, all applicable rules and regulations 

in letter and spirit; Ensuring that company‟s external communications with media are handled by the designated spokespersons; and, Reporting known or suspected violations of the Code of Ethics to the Audit Committee. The above paragraphs elaborated articulation of the corporate code of ethics in relation to the shareholders or common investors. Likewise, the code may prescribe conduct imperatives I other stakeholders as well. Concern for poverty, environment and diversity are three major undercurrents of the contemporary discourse on corporate code of ethics; these concerns will be taken up in the next section. Generally, however, the code of ethics may require the employees to: Comply with relevant legal statutes and regulations in all locations be it accounting standards, labour laws, consumer protection laws, competition laws, etc. Comply with company policy especially in locations where the relevant laws are non-existent, silent or weak. Use and maintain equipment, systems and facilities in such a way as to provide a safe work atmosphere Desist from giving or accepting of bribes or favours/entertainment/hospitality of non-nominal amounts/value. Conserve resources and environment*. Establish emergency procedures. Maintain good housekeeping i.e. cleanliness, orderliness and hygiene. Show respect for diversity* and non-discrimination on the grounds of religious, ethnic or national origins. Take affirmative action as regards socially, politically and economically vulnerable/ poor* sections of the society. The corporate code of ethics may also spell out

organizational commitment toward making continuous improvements in the management of its environmental impact and to the longer-term goal of

Comment [i7]: A committee of the nonexecutive members of the board of directors that acts in liaison with the internal and external auditors with a view to exercising better control over company‟s accounts, finance and disclosures. Source: http://dictionary.bnet.com/definitio n/audit+committee.html

Comment [i8]: * These issues have been taken up in greater detail in the next section.

developing sustainable business. It may contain guidelines on company‟s involvement in charities and community development, on its own (by creating a community development outfit or otherwise) or in association with some Non-Government Organisation (NGO). Cross Referencing with Policies and Procedures: Corporate code of ethics finds a tangible manifestation of implementation in the operating policies and procedures of the company, not to say the business processes. As such it is inevitable that the code draws the attention of the employees to the relevant policies at appropriate places. For example, when the code refers to the ethos of mutual respect and nondiscrimination or conflict of interests, it may point to the HR policies; when it addresses to the issues of transparency and disclosure, it may point to the accounting policies. Likewise, for preventing insider trading there may be separate policy. In fact, recourse to quality systems such as 5‟S‟, ISO (Did You Know 4.2) etc. might induce such practices and behaviours that

may in fact be an evidence of ethics in practice.

Lessons from ISO and 5s

ISO (International Organization for Standardization) is the world‟s largest developer and publisher of International Standards. Do not mistake ISO for the acronym for International Organisation for Standardisation. The organization derives it name from the Greek isos meaning equal! It facilitates equalization of standards across countries. ISO is a network of the national standards institutes of 157 countries, one member per country, with a Central Secretariat in Geneva, Switzerland, that coordinates the system. ISO enables a consensus to be reached on solutions that meet both the requirements of business and the broader needs of society. ISO has more than 16 500 International Standards in its current portfolio. ISO‟s work programme ranges from standards for traditional activities, such as agriculture and construction, through mechanical engineering, manufacturing and distribution, to transport, medical devices, information and communication technologies, and to standards for good management practice and for services. The vast majority of ISO standards are highly specific to a particular product, material, or process. However, ISO 9001 (quality) and ISO 14001 (environment) are “generic management system standards”. “Generic” means that the same standard can be applied to any organization, large or small, whatever its product or service, in any sector of activity, and whether it is a business enterprise, a public administration, or a government department. ISO 9001 contains

a generic set of requirements for implementing a quality management system and ISO 14001 for an environmental management system. Adopting the ISO systems imparts a process orientation to corporate code of ethics. Ethics after all mean good behaviour. Is it not morally good to care for the environment? Is it not morally good to develop products that are eco-friendly, user-friendly, durable, safe and aesthetically elegant?

www.iso.org 5 ‟S‟ is mnemonic to describe a philosophy and a way of organizing the work space and work flow for improved efficiency via reducing waste, improving flow and removing process unreasonableness. The 5S’s are: Seiri (整理): Sorting. Means to separate needed tools, parts, and instructions from unneeded materials and to remove the latter. This leads to fewer hazards and less clutter to interfere with productive work. Seiton (整頓): Set in Order. Focuses on the need for an orderly workplace. Recall the concept of material order given by Henri Fayol, meaning “ Everything in its place, And, a place for everything. Tools, equipment, papers and other resources should be kept where they will be used, and the process should be ordered in a manner that eliminates extra motion. Seisō ( 清 掃 ): Sweeping, Systematic Cleaning, or Shining. Indicates the need to keep the workplace clean as well as neat. The key point is that maintaining cleanliness should be part of the daily work – not an occasional activity initiated when things get too messy. Seiketsu (清潔): Standardising. This means to conduct Sorted, Straightened, and Swept at frequent,

indeed daily, intervals to maintain a workplace in perfect condition. Everyone knows exactly what his or her responsibilities are. It implies rganization work practice and workstation layout. Shitsuke (躾): Sustaining. It means to form the habit of always following the first four Ss. From an ethical perspective, 5S„s efficiency orientation results in resource conservation be it time, motions, space or procedural bottlenecks. http://en.wikipedia.org/wiki/5S_ (methodology) http://www.qualitycoach.net/data/i2/5Senna1.jpg http://en.wikipedia.org/wiki/5S_(methodology) Corporate code of ethics is not and should not be seen as a standalone http://www.qualitycoach.net/data/i2/5Senna1.jpg document. It must be integrated with corporate strategy and organizational culture. Code Administration: This section of the corporate code of ethics deals with clarifying the orrganisational structure and process of reporting the ethical queries and issues. It also deals with the circumstances

necessitating exemptions/waivers and the process of seeking/granting the same and reporting of the violations and the consequences thereof. An organization may have an Ombudsman as the highest-ranking officer of dealing with the ethical issues and a brief chain of ethical officers within an Ethics Department or within HR and Legal departments. The need for exemptions/waivers may arise generally regarding conflicts of interest. For example, an individual may have directorships in several companies such that these companies may have one or more of supplier/customer/competitor relationships

with each other. In such circumstances absence of conflict of interest is not possible; what may reasonably be expected is that the person discloses the extent of personal interest and/or abstains from the relevant meeting (s) where decisions involving such suppliers/customers/competitors have to be taken so that the decisions are not influenced to the deterrence of the company. Should an employee experience an ethical dilemma in attending to some organizational task, he/she may consult his/her supervisor and/or the ethical officer in this regard. Should an employee come across an unethical behaviour, he/she can report the same in the manner prescribed e.g. as in the whistle blowing policy. The policy will contain provisions assuring non-retaliation to the individual who draws organizational attention to wrong doing/ unethical practices. Of course, there would also be the provisions to safeguard against the potential misuse of whistle blowing for malicious campaigns. The policy may lay down the procedure and pro formae for the origination, investigation and disposal of the ethical violations. Organisations must demonstrate zero–tolerance for unethical behaviour and provide for exemplary response to the proven cases of impropriety. Under this section of the corporate code of ethics, a company may indicate the consequences of unethical behaviour. See Exhibit 4.6

Comment [i9]: For details, see the section on Whistle Blowing in Unit VI.

Comment [i10]: Whistle blower is the one who draws attention to wrong doing/ unethical behaviour.

These

may include alone or in combination:

i. ii. iii. iv. v. vi. vii. viii.

Warning Letter of reprimand Demotion Loss of merit increase Loss of bonus Loss of stock options Suspension without pay Termination without pay

Source: Dr. Reddy‟s Code of Business Conduct and Ethics www.drreddys.com

Can an employee claim ignorance about the existence and applicability of the code? How do organizations ensure that the code is actually communicated to all the employees? What kind of ethical training is made available to the employees so that they may observe the code in its letter and spirit? These are some of the other issues that the corporate code of ethics must address. Company policy may prescribe that at the time of joining, the new employees be given a copy of the corporate code of ethics and give an acknowledgment in writing in this regard. Similarly, the copies of the code of ethics be made available to all the existing employees and their acknowledgment be obtained. The entire code or the relevant provisions thereof may be displayed at prominent places in all the premises and locations of the company. It is desirable that the code is got translated in the languages known to the employees. The company may periodically conduct ethics training programmes so that the employees internalize the corporate philosophy, values and learn to handle the ethical issues in their respective job situations.

Comment [i11]: Recall that Johnson & Johnson‟s credo is available in 36 languages spreading across Africa, Asia/Pacific, Eastern Europe, Europe, Latin Ameria,

Middle East and North America.

Evidence of ownership, personal sponsoring and role modeling: Lest the corporate code of ethics should become a dead letter rather than a living document, it is desirable that representatives of the employees at all the levels of the organization sign the code. Since the responsibility for organizational leadership is not limited to the chief executive and vests in the managers at every level, they must demonstrate highest regard to the code in all their behaviours. They should facilitate the employees to freely share their ethical concerns and back up those who take the courage to report actual or potential violations of the code. In summing up this section, it may be said that corporate code of ethics pertain to a very challenging domain of employee conduct where the behaviour cannot be supervised closely enough to assure compliance out of such motives as fear or ordinary self interest of the employees. The norms of ethical conduct are essentially cultural, that is, they appeal to the value and belief systems of the individuals; persistent aversion to unethical behaviour and perseverance on ethics alone can weave the philosophical strands of corporate conscience and character into the fabric of the organization.

Check Your Progress 4.2
(i)Rationale of the code (a) Cross Referencing with Policies (ii)5S and ISO (iii)Iceberg analogy (c) Administration (iv) Ombudsman

(b) Code Administration

(d) Moral and Values

Answer key: i-(c); ii-(a); iii-(d); iv-(b)

4.3 Environment and Diversity
In Unit I you

confronted the aeonion question of business purpose: whether business is a private property or a social institution. Corporate code of ethics deal with this philosophical question as well by attempting to bring the corporation or the company to terms with the contemporary issues confronting the community, world society and humanity. In the preceding section, three such major opportunities for corporate initiatives have been mentioned, viz., poverty, environment and diversity. There already is a talk of tripple bottom-line emphasising simultaneous corporate attention to People, Planet and Profits. These issues are being taken up in this section with special emphasis on environment and diversity in view of the salience accorded to these in the syllabus.

4.3.1 Environment
Climate change, specie extinction, natural resources depletion and pollution are the major issues confronting the world today. These issues have made sustainable development and sustainable businesses an absolute imperative. Corporate code of ethics attempt to address to these issues via engendering employee consciousness about the environment impact/ecological/carbon footprint of their decisions and actions. For example, Living in Harmony with nature is one of the core values of Dr. Reddy‟s Laboratories. The excerpts from their Code of Business Conduct and Ethics are shown in Exhibit 4.7.
Figure 4.3: Major challenges of the world today

Comment [i12]: In Unit III you read about Carbon Footprint and its elements for the individuals. Likewise, for the companies too it is possible

to calculate their carbon footprint. Besides, there can be strategies and ways for reducing the carbon footprint. And the success gained in this regard can be a money spinner too! See Did You Know #3.

"Dr. Reddy‟s Laboratories (DRL) is committed to making continuous improvements in the management of its environmental impact and to the longer-term goal of developing a sustainable business. Employees should work to promote environmental care, increase understanding of environmental issues and inculcate good environmental practices. Employees shall ensure compliance with all statutory and other legal requirements relating to the environmental impacts of their business Employees of Dr. Reddy shall Comply with relevant legal statues and regulations (Environmental Laws) Conduct active research and development and technology planning in new process development to minimise adverse impact on environment. Conserve resources and prevent pollution e.g. “Swtich-off” requests, recycling of packaging material, paper-less work processes, “ plant and adopt a tree” etc. Create environment awareness. Source: Dr. Reddy‟s Code of Business Conduct and Ethics www.drreddys.com

In fact, right from the stage of sourcing the inputs, their organisationbound transportation, their transformation in the manufacturing process, storage, to the stages of outbound-transport of the finished product, its use and disposal at the end of the customer, one can visualise a host of ethical issues in the realm of the environmental impact of the corporate activities. See Exhibit 4.8 for a

general idea of the environmental impact during the entirety of the product life-cycle and Exhibit 4.9 for an idea about keyissues of sustainability in the procurement process. Activity 4.1 for what you can do about environment in your college.
Figure 4.4: Product life cycle

Product Life Cycle Approach This will include environment impact assessment through the various stages in the lifecycle of the product: Extracting raw materials/ manufacturing raw materials Transportation throughout the life cycle Any packaging used throughout the life cycle The manufacturing process Storage Product use Product disposal Source: Adapted from Reducing Your Impact: Product Life Cycle www.carbonfootprint.com

Some Key Issues Around Wood and Paper- Based Products Origin: Where do the products come from? Information accuracy: Is information about the products credible? Legality: Have the products been legally produced? Sustainability: Have forests been sustainability managed? Special places: Have special places, including sensitive ecosystems, been protected? Climate change: Have climate issues been addressed? Environmental protection: Have appropriate environmental controls been applied? Local communities and indigenous peoples: Have the needs of local communities or indigenous peoples (e.g. tribal people) been addressed? Source: Adapted from the site of World Resources Institute www.ori.org

Participate in the activities of the eco-club of your college, create one if you do not have it? Conduct a study of the carbon footprint of your college and give suggestions

about further reducing it. Enlarge the scope of the study for making intercollege comparisons, and for studying the carbon footprint of the households in different localities. Conduct environment awareness programmes. If you are a residential college, examine the feasibility of installing and maintaining solar/wind based energy systems, water harvesting, compost making, etc. Add such activities as Hand-made paper making from recycling, use of e-groups and sms for communication, crafts from office and domestic waste etc. in the calendar of your college.

Caring for the environment pays: By caring for the environment, companies and the countries can actually make a lot of money. Every tonne of carbon emission saved is worth 10-17 euros/ 20-25 US dollars. See Did You Know 4.3 and Activity 4 2.

Get Paid for Reducing Pollution! Did you know that as per the Kyoto Protocol of 1997 all the countries are required to reduce their green house gas emissions by 5% from 1990 levels in the fifteen years from the signing of the protocol i.e. by 2012? Else they are required to pay a price to those who are able to reduce the carbon emissions. The idea was to make the countries with higher emissions pay while at the same time monetarily rewarding countries with good behaviour in this regard.Since developing countries can start with clean technologies, they will be rewarded by those stuck with polluting ones. Say a company in India can prove it has prevented the emission of x-tonnes of carbon, it can sell this good act to a company in say, the US which has a bad

record on this. Presently carbon credits sell on a premium but as we move closer to 2012, more and more countries and more and more companies would have achieved the compliance with the protocol and the credits would be less valuable. Presently India is the world‟s second largest seller of carbon credits. The World Bank serves as a referee, broker and macro-manager of international fund flows in the market for carbon credits. The scheme has been entitled Clean Development Mechanism [CDM] in 2000. Or more commonly, Carbon Trading. Did you know that India has emerged as the second largest country selling carbon credits after China? Source: Adapted from Carbon Trading Arrives in India, October 23, 2002, http://www.goodnewsindia.com/index.php/Supplement/artic le/320/. Visited on Thursday July 10, 11.15 a.m.

Nitin Sethi, „India‟s Carbon Credit Market Set to Takeoff‟, Times of India, 14 November 2007, http://timesofindia.indiatimes.com/India/Indias_carbon_ credit_market_set_to_takeoff/articleshow/2539072.cms, Visited on Thursday July 10, 11.25 a.m. „Carbon Credit Bikri Mein Bharat Number Do (India #2 in the Sale of Carbon Credits),‟ Navbharat Times, Tuesday 20 May 2008.

Take up a project on carbon trading and carry out an analysis of the flow of funds. You may take up this project as a part of the internal assessment but do so well that you are able to publish it in some newspaper/magazine. Organize a presentation of your project and invite industry/business persons to enhance their awareness and your visibility on a matter of utmost importance to humanity

and the future of mother earth.

4.3.2 Diversity
Diversity is generally defined as acknowledging, understanding, accepting, valuing, and celebrating differences among people with respect to age, class, ethnicity, gender, physical and mental ability, race, religious/spiritual faith and economic status. Clearly, diversity is a people issue and refers to the ways in which
Figure 4.5 Diversity: Acknowledging, understanding, accepting, valuing, and celebrating differences among different people

people are different and the extent to which the societies and the organizations embrace it. Since presently, we are concerned with how this issue is addressed in the corporate code of ethics, the discussion here would restrict to what may be called workplace diversity. How inclusive are corporate offices? In other words, what is the peoplemix or diversity in terms of their national origin, demographic (e.g. gender), socio-cultural (e.g. castes) and economic (e.g. base of the pyramid) backgrounds? What is the extent of equality of opportunity afforded to people including those with disabilities in the matters of recruitment and career progression? What is the proportion of foreign employees in the work force? These are some of the issues pertaining to embracing and managing diversity in an organisation. In this regard, Infosys, an Indian IT major makes an interesting case. See Exhibit 4.10, Did You Know 4.4 and Discussion 4.2

Comment [i13]: The workforce of a transnational corporation may typically comprise home country employees, host country employees

and third country employees.

Globalization has changed the character of the modern workplace. A global company is a melting pot of diverse cultures and nationalities. Infosys believes that the work environment must respect differences. It must promote equity and justice by embracing people, irrespective of gender, language, religion and orientation. Accordingly, Infosys is committed to an inclusive work culture. We encourage diversity in the workplace by respecting differences. Infosys provides employees from different backgrounds with the opportunity to contribute freely and equitably. Women constitute more than 30% of Infosys workforce. The company has employees from more than 65 countries. Infosys Women Inclusivity Network (IWIN) promotes a gendersensitive work environment. IWIN recognizes the unique aspirations and needs of women. It provides avenues for vocational, personal and psychological counsel to enable professional and personal development. Infosys hires and trains persons with disabilities and those with below-average socio-economic background. In fact, in 2006, Infosys BPO received the Helen Keller award for the most disabledfriendly company from the National Centre for Promotion of Employment for Disabled People (NCPEDP).

Did you know that Infosys has a diversity office?

What role do you envisage for the diversity office in an organization? Discuss.

Organisations are often alleged to have a mind-set where like-mindedness is considered a prerequisite for integrity of purpose and unity of direction. Some political parties

and many a societies suffer from what is called ethnocentric behaviour, that is, a tendency to expect and respect similarities rather than differences. Such a parochial view is antithetical to the very idea of development. See Check Your Progress 4.1.

Recall your learning about the difference between economic growth and economic development. One of the difference between the two is that whereas growth is quantitative, development is qualitative. Development implies diversity and diversification of capabilities. And how true it is! If you multiply single cellular ameba (even exponentially) you have growth; the development implies diversity of species and evolution to multi-cellular, multi-organ, multi-system human beings and their continuing evolution.

Diversity could be source of strength rather than a symptom of weakness. In fact, the aversion to diversity might, in effect, may not be the aversion to diversity per se but to the dysfunctional consequences thereof if

diversity is not properly managed. For an interesting comparison See Think 4.1 and Discussion 4.3.

Canada is said to be the most diverse Countries in terms of the differences in the ethnic and national origins of her people. And, it is one of the most competitively advantageous nation too. The competitiveness of Canada is often attributed to its diversity. Can you think, why? Do you think that the reasons you have contemplated will hold good in the organizational context too?

India boasts of her cultural diversity too and we have cherished what we very proudly describe as

„unity in diversity.‟ What have been our accomplishments and failures as regards management of diversity? Do you think that we would have been better off if were to follow one nation, one language, one ethnic/religious community? Discuss. Note Divide yourselves into even number of groups and elect group leaders and rapperteurs of the group proceedings. Let groups bearing odd numbers (e.g. Group # 1, 3) take a position that India‟s experience with the diversity has not been assuring. The group‟s views to be presented by the rapperteurs. Let groups bearing even numbers (e.g. Group #2, 4, 6) take a position that India has immensely benefited and has a lot more to benefit from diversity. The group‟s views to be presented by the rapperteurs. Let your teacher preside over the proceedings and give concluding observations.

What are the benefits of diversity that an organisation may seek to achieve? What are the major challenges? This is what we turn over attention to.

4.3.2.1 Benefits of diversity
The major line of reasoning in favour of diversity is that diversity leads to diverse perspectives that in turn lead to better outcomes. If you have one idea and I have another and both of us are willing to share, then the diversity outcome would be that both the parties would be better-off by one idea. i.e. both the parties shall have two ideas each! After all why do they have a board of interview rather than a single interviewer in employee selection? Why is that the composition of the board (e.g. a behaviour analyst, a subject expert, a generalist) matters?

Note,

however, that diversity is not a matter of “the more the merrier,” i.e. it is not a quantitative phenomenon but a qualitative one. Some of the benefits resulting from diversity are discussed hereunder. Broader Range of Skills: Diversity implies diversification. People coming from varied national, socio-cultural, economic, demographic backgrounds bring with them varied skill-sets that if effectively harnessed may immensely broaden organizational capabilities. Better Service to Diverse Customers: Customers would be delighted if someone who speaks their language and understands their language, accent and culture interacts with them. Workplace diversity is a sure means of effectively managing customer diversification- in turn, a sure means of sustainable competitive advantage. What is true of customers is also true of suppliers, business associates and other stakeholders. Cultural proximity breed trust and trust is the glue for forging sustainable networks and alliances. Ability to Recruit Best Talent: The organizations that have reputation for a culture of diversity, attract people from all over the world! Ability to Leverage Creativity and Innovation in Problem Solving and Decision-making: A qualitatively diverse group of individuals may prove to be better than the “best” individual problem-solver in complex situations. Actually, one could think of a person‟s ability as his/her collection of tools; a diverse team will have lots of tools. The range and richness of the talents will usher in greater creativity and innovation in problem solving 

and decision-making. Enhancement of Organisational Flexibility: A well-diversified workforce makes organizational adaptation easy- be it in relation to new markets, new technologies and new sources of inputs.

Comment [i14]: Greater the market diversification lesser the risk of turnover and earnings volatility.

4.3.2.2 Limitations of diversity
The benefits of diversity need to be weighed against the challenges involved. The organizations must be well-aware and well-prepared to embark upon diversity programmes lest they should get frustrated midway.

It is better to be aware of the challenges to diversity some of which are being discussed hereunder. Lower cohesiveness: Cohesiveness refer to the characteristics of the groups or organization where by members are held together in what may be simply called “unity.” Generally it is believed that cosmopolitan groups tend to be less cohesive than homogenous groups. Communication problems: It is said that it is a luxury to be understood. It is also said that most interpersonal problems are in effect communication problems: what is said or not said, how it is said, how it is perceived to have been said by the communicatee, what is the extent of trust between the communicator and the communicatee, and so on.

Recall your learning about the process of and barriers to communication from Class XII Business Studies.

Recall as to how the various factor- the communicator, communicatee, content, connectivity -channel, and the context in which the communication takes place- have a bearing on communication 

effectiveness.

Even between the persons who speak the same language, meaning may not be shared. See Exhibit 4.12

Sania and David were walking down a lane in Birmingham. Sonia said, “Spring in the air! ”David at once jumped in the air leaving Sonia amazed at this gesture!

Communication becomes all the more difficult when people do not share the same language. Besides a host of contextual and cultural issues make communication all the more complicated. This, then, becomes a limitation of diversity. Stereotyping: People suffer from preconceived notions or beliefs about other persons or things. These stereotypes may be occupational (e.g. business persons, policeman, lawyers), racial (black versus white), gender (men versus women, masculinity versus feminity), national origin (local versus made in Mumbai, „made in China‟ versus Made in Japan) etc. Such an attitude becomes obstructive in celebrating diversity.

4.2.2.2 Selected Issues for Indian Companies
The limitation apart, a diverse workforce is a reflection of a changing world. It would be appropriate to be aware of the major issues involved and develop a suitable means of making the workplace more diverse and inclusive. It is often argued that given the diversity of languages, culture, religion, castes etc. in India, the Indian managers must be more adept at handling diversity. In fact, this attribute of Indian managers is said to be one of the reasons why Indian managers are in great demand in transnational corporations, even for top-level positions. However, it would be desirable to take

stock of the major issues concerning diversity that confront the business managers in India. Women in work force: It is generally said that workplaces are adversely discriminative as regards employment opportunities for women and compensation to women; they deliberately stifle career progression by unsaid “glass-ceiling;” and that there is a lot of sexual harassment. See Did You Know 4.5 and Activity 4.2. Corporate code of ethics can indeed go a long way in adequately addressing to the issues.

● Sexual harassment includes (a) demand for sexual favours; (b) request for sexual favours; (c) sexually coloured remarks; (d) showing pornography; (e)any other unwelcome physical, verbal or nonverbal conduct of sexual nature. At times men talk in dual-meaning and vulgar language loud enough to trespass the personal dignity and bodily integrity of women. Such an act would amount to sexual harassment. ● Supreme Court Guidelines in regard to sexual harassment are: 1. All the employers in charge of work place whether in the public or the private sector, should take appropriate steps to prevent sexual harassement without prejudice to the generality of his obligation, he should take the following steps: (a) Express prohibition of sexual harassment which includes physical contact and advances, a demand or request for sexual favours, sexually coloured remarks, showing pornographic or any other unwelcome physical, verbal/ non-verbal conduct of sexual nature should be noticed, published and circulated in appropriate ways. (b) The rules and regulations of government and

public sector bodies relating to conduct and discipline should include rules prohibiting sexual harassment and provide for appropriate penalties in such rules against the offender. (c) As regards private employers, steps should be taken to include the aforesaid prohibitions in the Standing Orders under the Industrial Employment (Standing Orders) Act, 1946. (d) Appropriate work conditions should be provided in respect of work leisure, health, hygiene- to further ensure that there is no hostile environment towards women and no woman should have reasonable grounds to believe that she is disadvantaged in connection with her employment.

2. Where Indian initiate making

such conduct amounts to specific offences under the Penal Code or any other law the employer shall appropriate action in accordance with the law, by a complaint with the appropriate authority.

3. Victims of sexual harassment should have the option to seek transfer of the perpetrator or their own transfer. ● In pursuance of the Sureme Court guidelines, University of Delhi‟s Ordinances have been amended to make it obligatory on every college to have a Committee Against Sexual Harrassment. http://www.legalserviceindia.com/articles/rape_laws.htm

Conduct a survey in your college the views and experiences of students of your college regarding sexual harrrassment. Find out their views on how this may be prevented. Find out about the Committee for Prevention of Sexual Harrassment in your college and activities thereof. Conduct such activities as poster competition, debates & discussion

forums, self-defense training and counseling sessions with a view to creating gender sensitization and greater awareness about what constitutes harassment, and the rights of the victim, etc.

Reservation: India has had a long history of caste-based inequalities that made reservations in education and jobs an imperative for just development. Hitherto these reservations were limited to public sector.

However, in view of continuing liberalization and privatisation of the economy, it is becoming increasingly important for the private sector to understand its responsibilities in this regard. However, the private sector has the expressed its apprehension about persons from these castes to come up to merit expectations in view of the requirement of the sector to be globally competitive. What are your views in this regard? See Debate 4.1.

Induced diversity in private sector as in proposal for reservation of jobs for persons from SC/ST and OBC will Adversely impact India‟s competitiveness. Rules: 1. You may write „for‟ or „against‟ the motion. 2. Your comments must not exceed 150 words.

Likewise, there are issues relating to the employment of physically handicapped and persons with other disabilities that deserve attention of the corporation.

Check Your Progress 4.3
Indicate whether True or False I. II. III. Only physical contact advance of sexual nature amounts to sexual harassment Glass ceiling is an example of sexual harassment Rules of conduct pertain only to financial propriety

IV. V.

Cross-directorship in supplier and buyer companies

is an example of conflict of interest. Passing of confidential information as a buying/selling tip for stock market is an instance of insider trading.

Answer-key: i-F; ii-F; iii-F; iv- T; v-T

4.4 Effectiveness of Code: Responsibility and Accountability
Effectiveness of the corporate code of ethics refers to the extent to which its intended purposes are accomplished, i.e. prevention of frauds and promoting ethical conduct. Acid test of the code of ethics lies in the extent to which employee behaviour is in line the organizational values and philosophical ethos. To the extent code of ethics emphasises compliance with the applicable statutes, it also becomes a measure of code effectiveness. Since today one generally connects good conduct and business integrity to success in the market place and that management thinkers and business leaders assert that good conduct is good business, effectiveness of corporate code of ethics must also link with the corporate performance measures. Thus, conformance of employee behaviour to the ethical norms, compliance with the applicable statutes and contribution to overall corporate performance be considered as the essential elements of the effectiveness of the corporate code of ethics. Responsibility: Responsibility implies obligation. There are two dimensions to such an articulation of the concept, viz., (a) corporate obligations vis-à-vis the stakeholders, and, (b) obligation of the employees to observe the guidelines of the code in letter and spirit. Corporate obligations toward the stakeholders and Figure 4.6

Obilgaton: Corporate the society at large are captured in the term and Employees „Corporate Social Responsibility (CSR)‟. Here, one is concerned with the latter interpretation of the term, i.e. employee responsibility. After all, what does “being responsible” mean? It means taking charge of one‟s conduct vis-à-vis the corporate code of ethics even one no one is overseeing. Once the code of ethics has been accepted,

Comment [i15]: A brief discussion about the stakeholders and the corporate responsibility in relation thereto has been done in the previous section on the contents of the code of ethics. Concept of CSR was introduced in Unit I and is being discussed further in Unit V.

employees are duty bound to adhere to it in the letter and spirit. The „spirit‟ is crucial as no code can ever spell out in black-and-white dos and don‟ts for each and every situation that employees might confront. It can only state the broad principles of good conduct that the employees are expected to keep in mind while contemplating any decision or action.

Accountability: Accountability in common parlance is taken to mean answerability. The concept usually connotes a negative meaning of assigning blame and punishing wrong-doing. We have dealt with this aspect while discussing the administration of the code of ethics. There is, however, a more positive way to conceive it, i.e. as an opportunity to demonstrate corporate achievements and stewardship toward the stakeholders and the society at large. In this regard, one may mention practice among some of the corporations

to publish, sustainability report highlighting their „triple bottom line‟ contributions.

Comment [i16]: That is, performance of the companies along three dimensions, viz., economic, environmental and social change. See, for example, Exhibit 4.13

4.5 Effectiveness of Code: Role of Leadership
You are aware that the purpose of the corporate code of ethics to realise the ethos of a values-based organisation. The code derives its value in fostering the desired behaviour in the widely spread organizational units and members where managerial supervision is not possible and where individual motivation is not driven by fear of punishment or anticipation of direct reward. In Unit I, you have learnt about ethical leadership being an essential element of an ethical organization. There is a sizeable evidence in management literature that organisational culture and the philosophical ethos of a corporation originate from its founders /top-level executives. What is attempted here is a brief discussion of the role and functions of leadership in ensuring the effectiveness of corporate code of ethics. From Unit I you are aware that ethical leadership is not merely a matter of the leaders being ethical by themselves. While this may be a necessary condition for an ethical organisation and effectiveness of the code of ethics, it certainly is not a sufficient condition. Ethical leadership is about elevating followers‟ moral awareness and moral self-actualisation. Thus, apart from setting a personal standard of ethical behaviour, an Figure 4.7: Role of leadership 

ethical leader performs a host of roles and functions that inspire the followers to strive for higher levels of morality and ethical conduct. These are discussed as under. Ethical framing of organisational purpose: The ethical leader sets forth the organisational purpose in terms of the organisational context. An organization shares a symbiotic relationship with its environment. The fundamental principle of this relationship is that any network of relationships is as strong as its weakest link. No organization can ever flourish in a decaying society. Thus, the ethical leaders seriously consider the rightful claims of others and the effects of organisational activities on other stakeholders and environment and society at large in setting forth

Comment [i17]: For example, see Exhibit 1.23: Credibility of Leadrship

the organisational purpose. They embed the core values in the organisational chores in such a way that they become “ a way the things are done here.” Inspiration: Ethical leaders inspire others not as someone occupying a higher organizational position but as a steward of the purpose, values and stakeholders of the organisation. Such leaders earn the trust their followers and return trust for trust. They may not be in direct touch with the members of the organization they preside over, they provide spiritual leadership. In fact, they inspire other firms in the industry and industrial/business leadership elsewhere too. Empowerment: No amount of supervision can ever enforce ethical behaviour. Penal provisions of the code might deter the wrong

doing, they cannot stimulate moral conduct. Ethical leaders facilitate their followers in becoming truly autonomous, that is, acting in accordance with one‟s moral duty. Communicating beyond compliance: The ethical leaders create a vibrant conversation about ethics, values and creation of value for stakeholders. They know that a compliance approach to ethics won‟t suffice. At each level of the organisation ethical issues are discussed and debated so much so that people expect each other to be behaving ethically. They become conscience keepers for each other and inspire each other to be behaving ethically. Your true friends encourage you to attend the classes rather than bunk them, they inspire you to work hard rather than adopt short-cuts to success, they warn you against doing anything that will lower your self-esteem. Ethical leaders foster such a culture in the organisation. To sum up ethical leaders make ethical leaders out of you. As such they truly are transformational leaders.

Comment [i18]: In your Business Organisation and Management Paper you would be studying about the meaning of and differences between transactional leadership and transformational leadership. One of the main distinctions is the relative emphasis in transformational leadership on the moral and ethical development of the followers. How do they do it? See, Exhibit 4.14

Idealised Influence: There are several sources of exerting interpersonal influence. For example, one may use positional authority, or one may exert influence on the basis of the knowledge and expertise

in an area. Or one may exact obedience by manipulating rewards and punishments. Trans formational leaders demonstrate high moral and ethical behaviour for which they are not only admired but also emulated and imitated. Inspirational motivation: It is known that ultimately motivation resides in the individual. Transformational leaders believe in the divinity within the people and touch it by their sincerity of purpose. As such they provide a spark to ignite the generator of motivation within the individuals. Intellectual stimulation: Transformational leaders intellectually stimulate their followers to reflect upon the world around them and critically examine the existing assumptions, and ways of doing and evolve creative and innovative solutions to the problems faced. Individualised consideration: Transformational leaders show personal interest in the development of the individuals. They consider financial and psychic compensation as investment in rather than as an expenditure. They are great mentors and help their people grow not only in their skill sets but also morally and ethically. Adapted from B. M. Bass and B. J. Avolio (Eds.), Improving Organisational Effectiveness through Transformational Leadership, USA: Sage Publications, p.3 cited in Ivana Simic, Transformational Leadership-The Key to Successful Management of Transformational Organisational Changes, Facta Universitatis Series: Economics and Organistions, Vol. 1, No.6, 1998- pp.49-55.

Check Your Progress:
From each the following pairs of the statements concerning responsibility & accountability

the role of leadership in the effectiveness of the code of ethics strike the wrong one out. 1. Organisational Purpose a. Leaders spell out owners‟ ambitions.

b. Leaders try to relate the organisation to its context. 2. Idealised Influence a. Leaders give the followers the idea and lead from behind b. Leaders demonstrate highest order of morality and ethics. 3. Accountability a. Companies publish annual reports containing P&L A/C and Balance Sheet b. Companies publish Sustainability Reports covering Triple Bottom-line Answer-key: 1. (b); 2. (b); 3. (b)

Summary
Every business has a standard of conduct, whether it knows it or not. One way or the other, every organization communicates its values, acceptable criteria for decision-making and its ground rules for behaviour. Corporate codes of ethics are the means of formalising the ethos of values-driven organisation. However, their popularity unfortunately seems to be driven as much by the repeated instances of corporate decline and decay as by the search for corporate conscience and soul. Of late, securities and corporate laws require listed companies to indicate whether or not they have a code of ethics for their employees. Whatever be the prime motivation, code of ethics are a means of both, internal regulation and external communication of corporate sensitivity to the salient issues of concern regarding the corporate context, be it climatic change, be it diversity. Code of ethics lay down the guidelines and principles to be followed by the employees at all the levels of the organisation in

handling ethical issues e.g. conflict of interest, use of corporate assets and information, compliance with applicable laws, disclosure, receiving and giving of bribes; favours of non-nominal amounts, conservation of society‟s resources, discrimination and harassment, reporting violations etc. The effectiveness of the code of ethics depends on a great deal on the system of responsibility and accountability in the organisation and ethical leadership.

Exercises
1. What do you mean by corporate code of ethics? Do you think that having a code of ethics is sufficient to ensure ethical behaviour of the members of the organization? Give reasons for your answer. 2. “Rise in the popularity of codes appears to be in inverse proportion to the community‟s perception of the ethical behaviour of business. As the community‟s perception of unethical practices by business increases so then does business respond by introducing such codes. Do you agree? Give reasons for your answer. 3. What are the generic elements of a corporate code of ethics? In what respects the corporate code of ethics must be company specific?

Examination Questions
1. What do you mean by the terms like accountability and corporate governance in the context of business ethics? (2005 Regular) 2. Discuss the meaning of Responsibility and Accountability in the context of Business Ethics. (2007 Correspondence). 3. “Diversity makes business sense.” Do you agree? (2005 Regular, 2005 Correspondence) 4. Explain corporate leadership in the context of ethics. (2006 Correspondence, 2007 Regular) 5. 

What are the demands from industry with regard to environment protection? (2006 Regular) 6. “Is it the moral responsibility of business to protect environment?” Discuss. (2007 Regular, 2007 Correspondence) 7. What do you mean by workforce diversity? What are its advantages and challenges? (2008)* 8. What type of leadership is required in modern business? Discuss. (2008*) 9. How can business contribute towards protection of environment? (2008*)

*

Same paper for regular and correspondence streams
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Annexure-1

DEPARTMENT OF COMMERCE
University of Delhi B.Com (Hons.) Paper VII b Politics, Ethics and Social Responsibility of Business SYLLABUS Number of Hours of Instruction 12

Unit No.

Scope

1.

Thinking conceptually about Politics: Liberty, Equality, Justice, Rights and Recognition. The Idea of a Good society. Concept of Business Ethics and Corporate Social Responsibility. Domain of Politics and Ethics: Democracy and Welfare state, Market and Globalisation. Approaches to Moral Reasoning: Consequentialism, Deontologism, Teleological reasoning. Politics and Ethics in Business: Corporate Code of Ethics. a) Environment b) Accountability

08

2.

06

3.

10

4. c) Responsibility d) Leadership e) Diversity Corporate Social Responsibility. Arguments For and Against; Strategic Planning and 5. Corporate Social Responsibility; Corporate Philanthropy. 06

6.

Cases of corruption, Corporate Scandals, Whistle Blowing, Insider Trading, Discrimination, Advertising, Consumer Rights etc. Total Number of Hours of Instruction

08

50

Student Assessment

S. No.
1. 2. 3. 4. 5. 6. 1. 2. 3. 4. 5. 6.

7. 8. 7. 9.

Component of Assessment First Term Assignment Second Term Assignment Third Term Assignment Project Attendance Mid-Term Examination: 2/3 of Syllabus, Two-hour, 38 Marks (scaled down to 12) Total for Internal Assessment End-Term Examination: Entire Syllabus, Two-Hour Total for Internal and End-Term Assessment

Marks 01.25 01.25 01.25 01.25 02.00 05.00 12.00 38.00 
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