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1. 1 Introduction- Ethics and Governance 

Chapter 1 

Introduction- Ethics and 

Governance 
 

1.1 Governance Through Inner Consciousness 
 

According to 
Sri Aurobindo 

To be able to do the right thing in the right way, in each case and at every moment, 
one must be in the right consciousness. 

Inner 
consciousness 

▪ Inner consciousness is the awareness, the capacity to listen to the inner voice 
that tells us that there is someone who is looking up at us and also warns that 
there is someone who is watching us.  

▪ The soul and core of Corporate Governance is not the conduct or behavior that 
we see outwardly. It is internalized values that an organization and its top 
management follow. 

▪ The quality our consciousness depends on which part of the consciousness we 
live. There are two parts in our consciousness. 

▪ First is the lower physical-vital being driven predominantly by self-interest, 
material needs and sensuous desires, quite often degenerating into greed.  

▪ The second is the higher mental, moral and spiritual being seeking for truth, 
beauty, goodness, harmony and unity.  

▪ The corporate governance, to be truly effective and enduring, has to be based on 
this higher part of our human nature or consciousness. 

 

1.2 Ethics 

 
Introduction  ▪ The term “ethics” is derived from the Greek word “ethos”  

▪ which refers to  
- character or  
- customs or  
- accepted behaviours.  

▪ The Oxford Dictionary states ethics as  
- the moral principle that governs a person’s behaviour or  
- how an activity is conducted”.  

▪ In other words it is the branch of knowledge concerned with moral principles. 

Meaning  ▪ Ethics’ means the rules or principles that define right or wrong conduct.  
▪ Ethics refers to a code of conduct that guides an individual while dealing with 

others.  
▪ It is a branch of study dealing with what is the proper course of action for man. 
▪ Ethics is a set of principles or standards of human conduct that govern 

the behavior of individuals or organizations.  
▪ Using these ethical standards, a person or a group of persons or an 

organization regulate their behavior to distinguish between what is right 
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and what is wrong as perceived by others.  
▪ It is not a natural science but a creation of the human mind.  
▪ it is not absolute and is open to the influence of time, place and situation. 

Conclusion  ▪ Ethics  can  be  defined  as  the  discipline  dealing  with  moral  duties  and 
obligation, and explaining what is good or not good for others and for us. 

▪ Ethics is the study of moral decisions that are made by us in the course of 
performance of our duties. 

▪ Ethics is the study of characteristics of morals and it also deals with the moral 
choices that are made in relationship with others. 

▪ Ethics is concerned with truth and justice, concerning a variety of aspects like  
the   expectations   of   society,   fair   competition,   public   relations,   social 
responsibilities and corporate behavior. 

 

1.3 Business Ethics and Corporate Governance Ethics 
 
Business Ethics Meaning  ▪ Business ethics is a form of applied ethics.  

▪ In broad sense ethics in business is simply the application 
moral or ethical norms to business.  

▪ Business ethics refers to a ‘code of conduct’ which 
businessmen are expected to follow while dealing with others. 

▪ Business ethics comprises the principles and standards that 
guide behaviour in the conduct of business. 

▪ Business ethics stands for the saneness or purity of purpose 
that is upheld through carefully designed actual practices of a 
business enterprise. 

Code of 
conduct  

▪ It is a set of principles and expectations that are considered 
binding on any person who is member of a particular group.  

▪ The alternative names for code of conduct are ‘code of ethics’ 
or ‘code of practice’. 

Coverage of 
business 
ethics 

▪ The coverage of business ethics is very wide as it deals with 
norms relating to  
- a company and  
- its employees, 
- suppliers,  
- customers and  
- neighbors,  

▪ its fiduciary responsibility to its shareholders. 

Corporate 
Governance 
Ethics 

Meaning  ▪ Corporate governance is meant to run companies ethically in a 
manner such that all stakeholders— 
- creditors,  
- distributors,  
- customers,  
- employees, and  
- even competitors,  
- the society at large and governments—are dealt with in a 

fair manner.  
▪ Good corporate governance should look at all stakeholders 

and not just shareholders alone. 

Corporate 
governance 
ethics 

▪ Business ethics and corporate governance of an organization 
go hand in hand.  

▪ An organization that follows ethical practices in all its 
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activities will, in all probability, follow best corporate 
governance practices as well. 

1.4 Ethics Philosophies  
 

Deontological 
ethics 

▪ Deontology word derived from Greek word “deon” meaning  “duty,” and 
“logos” meaning  “science” is therefore science of duty. 

▪ Deontological ethics focus on the relationship between duty and the  
morality of human actions.  

▪ It follows the concept that moral duty is to do good actions and not bad 
ones.  

▪ This ethical model simply suggests adherence to independent moral rules 
or duties regardless of the consequences of such actions.  

▪ When we follow our duty, we are behaving morally and when we fail to 
follow our duty, we are behaving immorally. 

▪ Bhagavad Gita teaches the following: - “That, without being attached to 
the fruits of activities, one should act as a matter of duty, for by working 
without attachment one attains the Supreme (Verse 19, Chapter 3). 

Teleological 
Ethics 
 
[Dec, 2009] 
 

▪ Teleological word derived from the Greek word ‘telos’ meaning end, 
purpose and ‘logos’ meaning logoc or reason 

▪ It is also known as consequential ethics. These theories that hold the ends 
or consequences of an act determine whether an act is good or evil.  

▪ Rightness of actions is determined solely by the good consequences.  
▪ Teleological  analysis  of  business  ethics  leads  to consideration of the 

full range of stakeholders in any business decision, including  
- the management,  
- the staff,  
- the customers,  
- the shareholders,  
- the country,  
- humanity and 
- the environment. 

Egoism 
 
 

▪ The word Egoism derived from Latin word ego, in philosophy, an ethical 
theory holding that the good is based on the pursuit of self-interest. 

▪ This model takes into account harms, benefits and rights for a person’s 
own welfare.  

▪ This model an action is morally correct if it increases benefits for the 
individual in a way that does not intentionally hurt others, and if these 
benefits are believed to counterbalance any unintentional harms that 
ensue.  

Utilitarianism ▪ Utilitarianism is an ethic of welfare.   
▪ It is the idea that the moral worth of an action is solely determined by its 

contribution to overall utility, that is, its contribution to happiness or 
pleasure as summed among all persons.  

▪ It can be described by the phrase "the greatest good for the greatest 
number". For example, one may be tempted to steal from a rich wastrel 
to give to a starving family. 

Relativism ▪ Relativism is the idea that some elements or aspects of experience or 
culture  
are relative to, i.e., dependent on, other elements or aspects.  

▪ It holds that there are no absolute truths in ethics and that what is morally 
right or wrong varies from person to person or from society to society.   
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▪ The term often refers to truth relativism, which is the doctrine that there are 
no absolute truths, i.e., that truth is always relative to some particular 
frame of reference, such as a language or a culture.  

Virtue Ethics 
theory 
 
 

Virtue Ethics theory is a branch of moral philosophy that  
▪ emphasizes character, 
▪ rather than rules or  
▪ consequences,  
▪ as the key element of ethical thinking.  
▪ Example - when a person of good standing is found possessing a 

valuable article belonging to someone else it will be presumed that the 
article was loaned to him or kept with him for safe-keeping, whereas if it 
were in the possession of a person of doubtful or dubious character it would 
be presumed that he has stolen article. 

Justice Theory ▪ Justice approach is also known as fairness approach.  
▪ Greek philosophers have contributed to the idea that all equals should be 

treated equally.  
▪ Justice does not depend on consequences; it depends on the principle of 

equality. 

Theory of Egoism ▪ Egoism is derived from the Latin word 'ego' meaning 'I'.  
▪ The theory of egoism holds that the good is based on the pursuit of self-

interest. This model takes into account harms, benefits and rights for a 
person’s own welfare.  

▪ Under this model an action is morally correct if it increases benefits for the 
individual in a way that does not intentionally hurt others, and if these 
benefits are believed to counterbalance any unintentional harms that ensue. 

Theory of 
Relativism 

▪ Theory of Relativism promotes the idea that some elements or aspects of 
experience or culture are relative to, i.e., dependent on, other elements or 
aspects. 

▪ It holds that there are no absolute truths in ethics and that what is morally 
right or wrong varies from person to person or from society to society. 

▪ The term often refers to truth relativism, which is the doctrine that there is no 
absolute truth, i.e., that truth is always relative to some particular frame of 
reference, such as a society or a culture. 

 

1.5 Scope of Business Ethics  
 

Ethics in 
Compliance 

▪ Compliance is about obeying and adhering to rules and authority.  
▪ The motivation for being compliant could be to do the right thing out of the 

fear of being caught rather than a desire to be abiding by the law.  
▪ An ethical climate in an organisation ensures that compliance with law is 

fuelled by a desire to abide by the laws.  
▪ Organisations that value high ethics comply with the laws not only in 

letter but go beyond what is stipulated or expected of them 

Ethics in Finance The ethical issues in finance that companies and employees are confronted 
with  
include: 
▪ In accounting –  

- window dressing,  
- misleading financial analysis.  

▪ Related party transactions not at arms length 
▪ Insider  trading,  securities  fraud  leading  to  manipulation  of  the  
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financial markets. 
▪ Executive compensation. 
▪ Bribery, kickbacks, over billing of expenses, facilitation payments.  
▪ Fake reimbursements 

Ethics in Human 
Resources (HRM) 
 

Role of ethics 
in HRM  

▪ Human resource management (HRM) plays a decisive 
role in introducing and implementing ethics.  

▪ Ethics should be a pivotal issue for HR specialists.  
▪ The ethics of human resource management (HRM) 

covers those ethical issues arising around the employer-
employee relationship,  such  as  the  rights  and  duties  
owed  between employer and employee. 

The issues of 
ethics faced 
by HRM 
include 

▪ Discrimination issues i.e. discrimination on the bases of 
age, gender, race, religion, disabilities, weight etc. 

▪ Sexual harassment 
▪ Affirmative Action 
▪ Issues surrounding the representation of employees and 

the democratization of the workplace, trade unionisation. 
▪ Issues affecting the privacy of the employee: workplace 

surveillance, drug testing. 
▪ Issues affecting the privacy of the employer: whistle-

blowing. 
▪ Issues relating to the fairness of the employment contract 

and the balance of power between employer and 
employee. 

▪ Occupational safety and health. 

Ethics in 
Marketing 
 

Role of ethics 
in marketing  

Marketing ethics is the area of applied ethics which 
deals with  
▪ the moral principles behind the operation and  
▪ regulation of marketing. 

The ethical 
issues 
confronted in 
this area 
include 

▪ Pricing: price fixing, price discrimination, price skimming. 
▪ Anti-competitive practices like manipulation of supply, 

exclusive dealing arrangements, tying arrangements etc. 
▪ Misleading advertisements 
▪ Content of advertisements. 
▪ Children and marketing. 
▪ Black markets, grey markets. 

Ethics of 
Production 
 

Role of ethics 
in production 

▪ This area of business ethics deals with the duties of a 
company to ensure that products and production 
processes do not cause harm.  

▪ Some of the more acute dilemmas in this area arise out 
of the fact that  
- there is usually a degree of danger in any  product  

or  production  process  and   
- it  is  difficult  to  define  a  degree  of 

permissibility, or  
- the degree of permissibility may depend on the 

changing state of preventative technologies or  
- changing social perceptions of acceptable risk. 

The ethical 
issues 
confronted in 
this area 

▪ Defective, addictive and inherently dangerous products 
and 

▪ Ethical relations between the company and the 
environment include pollution, environmental ethics, 



 

Ca Varun Jain I B.Com., M.Com., LLB, CA, CS 

1. 6 Introduction- Ethics and Governance 

include carbon emissions trading 
▪ Ethical problems arising out of new technologies for eg. 

genetically modified food 
▪ Product testing ethics. 

 

1.6 Advantage of Ethics  
 
1. Ethics helps to 

promote a 
strong public 
image 

▪ An organization that pays attention to its ethics can portray a strong and 
positive image to the public.  

▪ People see such organizations as valuing people more than profit and striving 
to operate with the integrity and honor. 

▪ Managing ethical values in businesses besides optimizing profit generation in 
the long term, legitimizes managerial actions, strengthens the coherence and 
balance of the organization’s culture, improves trust in relationships between 
individuals and groups, supports greater consistency in standards and 
qualities of products, and cultivates greater sensitivity to the impact of the 
enterprise’s values and messages.  

2. Ethics 
programs help 
to avoid 
criminal acts  

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

3. Enhanced 
employee 
growth. 

▪ Attention to ethics in the workplace helps employees face the reality, both 
good and bad in the organization and  

▪ gain the confidence of dealing with complex work situations. 

4. Strong 
teamwork and 
greater 
productivity 

▪ Ongoing attention and dialogue regarding values in the workplace  
- builds openness,  
- integrity and  
- community,  
- all critical ingredients of strong teams in the workplace.  

▪ Employees feel a strong alignment between their values and those of the 
organization resulting in strong motivation and better performance. 

5. Improved 
society 

▪ Trusts controlled some markets to the extent that prices were fixed and small 
businesses stifled.  

▪ Influence was applied through intimidation and harassment.  
▪ The society reacted and demanded that  

- businesses place high value on ethics, fairness and  
- equal rights resulting in framing of antitrust laws,  
- establishment of Government agencies and recognition of labour unions 

6. Attracting and 
retaining talent 

▪ People aspire to join organizations that have high ethical values.  
▪ Companies are able to attract the best talent and an ethical company that is 

dedicated to taking care of its employees will be rewarded with employees 
being equally dedicated in taking care of the organization.   

▪ Retaining talented people is as big a challenge as getting them in the first 
place. 

▪ Work is a means to an end for them, not an end in itself.  
▪ The relationship they have with their employer must be a mutual, win-win 

one, in which their loyalty should not be taken for granted.  
▪ Talented people will invest their energy and talent only in 

organizations with values and beliefs that match their own 

7. Investor 
Loyalty 

▪ Investors are concerned about ethics, social responsibility and reputation of 
the company in which they invest.  
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▪ Investors are becoming more and more aware that an ethical climate 
provides a foundation for efficiency, productivity and profits.  

▪ Relationship with any stakeholder, including investors, based on 
dependability, trust and commitment results in sustained loyalty 

8. Customer 
satisfaction 

▪ Customer satisfaction is a vital factor in successful business strategy.  
▪ Repeat purchases/orders and enduring relationship of mutual respect is 

essential for the success of the company.  
▪ This is achieved by a company that adopts ethical practices.  
▪ Ethical conduct towards customers builds a strong competitive position. 

It promotes a strong public image. 
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2. 1 Ethical Principles in Business 

Chapter 2 

Ethical Principles in 

Business 
 

2.1 Organization Structure And Ethics    
 

Centralized 
Organization 

▪ Decision-making authority is concentrated in the hands of top-level managers. 
▪ Little authority is delegated to lower levels. 
▪ Responsibility, both internal and external, rests with top management. 
▪ This structure is especially suited for organizations that make high-risk 

decisions and whose lower-level managers are not highly skilled in decision 
making. 

▪ It is suitable for organizations in which production processes are routine and 
efficiency is of primary importance. 

▪ Because of the top-down approach and the distance between employee and 
decision maker, centralized organizational structures can lead to unethical acts.  

▪ If the centralized organization is very bureaucratic, some employees may 
behave according to “the letter of the law” rather than the spirit. 

Decentralized 
organization 

▪ Decision-making authority is delegated as far down the chain of command as 
possible. Such organizations have relatively few formal rules, coordination and 
control are usually informal and personal.  

▪ They focus on increasing the flow of information.  
▪ One of the main strengths of decentralized organizations is their adaptability 

and early recognition of external change. 
▪ This provides greater flexibility to managers and they can react quickly to 

changes in their ethical environment.  
▪ Weakness of decentralized organizations is the difficulty they have in 

responding quickly to changes in policy and procedures established by top 
management. 

 

2.2 Role of Board of Directors 
 
▪ The board of directors holds the ultimate responsibility for their firm’s success or failure, as well as for 

ethics of their actions.  
▪ The directors on a company’s board assume legal responsibility for the firm’s resources and decisions. 

Board members have a fiduciary duty, i.e. a position of trust and confidence.  
▪ Due to globalization and enhanced role of media and technology, the demand for accountability and 

transparency has increased greatly.  
▪ This calls for ethical decision making and an ethical decision making framework. 
▪ The independent perspective and judgment of independent directors can be helpful in determining a 

company’s approach towards ethical issues and stakeholder interests.  



 

Ca Varun Jain I B.Com., M.Com., LLB, CA, CS 

2. 2 Ethical Principles in Business 

▪ Independent directors are in a position to challenge current practices and also contribute knowledge 
and experience of good practices. 

▪ SCHEDULE IV of the Companies Act, 2013 prescribed Code for Independent Directors, which cast 
duty on Independent Directors to report concerns about unethical behavior, actual or suspected 
fraud or violation of the company’s code of conduct or ethics policy. 
 

2.3 Ethics Programme 
 
Need of ethical 
programme  

To ensure that all employees understand organizational values and comply with 
the policies and codes of conduct that create its ethical climate.  

Types of ethical 
programme 

1. Compliance 
Orientation 
Programme 

▪ A compliance orientation creates order by requiring that 
employees comply with and commit to the required 
conduct. 

▪ It uses legal terms, statutes, and contracts that teach 
employees the rules and penalties for non-compliance. 

2. Values 
Orientation 

▪ Values Orientation strives to develop shared values. 
Although penalties are attached, the focus is more on an 
abstract core of ideals such as respect and responsibility. 

▪ Instead of relying on coercion, the company’s values are 
seen as something to which people willingly aspire. 

Code of conduct  ▪ A code of ethics is the most comprehensive and consists of general 
statements, sometimes altruistic or inspirational, that serve as principles and 
the basis for rules of conduct. 

▪ A code of ethics generally specifies methods for reporting violations, 
disciplinary action for violations, and a structure of due process. 

▪ A code of conduct is a written document that may contain some inspiration 
statements but usually specifies acceptable or unacceptable types of behavior. 

▪ A code of conduct is more akin to a regulatory set of rules and as such tends 
to elicit less debate about specific actions. 

Problem with the 
codes of conduct 

One problem with the codes of conduct is that they tend to be developed 
without broad-based participation from stakeholders. 

Features of Good 
Ethics Programme 

1. Leadership Leadership means that executives and supervisors care about 
ethics and values as much as they do about the bottom line. 

2. Consistency 
between 
words and 
actions 

Consistency between words and actions refers that top 
management “practises what it preaches”. This is more 
important than formal mechanisms, such as hotlines for 
people to report wrongdoing. 

3. Fairness Fairness means that the organisation operates fairly. To most 
employees, the most important ethical issue is how the 
organization treats them and their co-workers. 

4. Openness Openness means that people can talk openly about ethics and 
values, and that ethics and values are integrated into 
business decision-making. 

5. Just rewards Just rewards say that ethical behaviour is fairly rewarded. 
This has greater influence on the effectiveness of an ethics 
programme than the perception that unethical behaviour is 
punished. 

6. Value-
driven 

Value-driven means that an ethical and compliance 
programme is value-driven. This has the most positive effect 
on ethics and compliance programme and results in: 
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▪ lower observed unethical conduct; 
▪ stronger employee commitment; 
▪ a stronger belief that it is acceptable to deliver bad news to 

management. 

 
 

2.4 Code of Ethics & Corporate Code of Conduct  
 

Introduction  ▪ Managers at all levels and in all functional areas face ethical issues.  
▪ There is seldom a decision wherein an ethical dimension is not involved. 

Matters of right and wrong, just and unjust, and fair and unfair arise 
frequently. 

▪ In order to deal with these issues, managers need some guidelines.  
▪ Organisations, both business and non-business formulate such guidelines in 

the form of a code of conduct or code of ethics. 

Need for 
Corporate Code of 
Conduct 

▪ The need for a corporate code of conduct has increased due to  
— frequent corporate scandals,  
— inside, trading,  
— misuse of funds.  

▪ With globalisation of business, more and more companies are developing 
code of ethics. 

▪ Moreover, every profession has a code of conduct for its members 
▪ The Institute of Company Secretaries of India, Medical Council of India, Bar 

Council, All India Management Association (AIMA) and other professional 
bodies have their own professional codes. 

Benefits of code 
of conduct  

▪ It is a corporate code of conduct that helps its members to promote high 
standards of ethics and practice.  

▪ It makes them aware of ethical dilemmas and by adhering to these code of 
conduct, business people can observe elevated standards of conduct and 
personal integrity so as to win the trust and confidence of the stakeholders. 

▪ A code of ethics should reflect top managements’ desire for compliance with 
the values, rules, and policies that support an ethical climate. The 
development of a code of ethics should involve the president, board of 
directors, and chief executive officers who will be implementing the code. 

▪ Corporate code of ethics often contains six core values or principles in 
addition to more detailed descriptions and examples of appropriate conduct. 
The six values that are desirable for codes of ethics include:  
(1) trustworthiness,  
(2) respect,  
(3) responsibility, 
(4) fairness,  
(5) caring, and  
(6) citizenship. 

Companies do not 
have a code of 
ethics 

If companies do not have a code of ethics, they must explain why they have not 
adopted one. A company may file its code as an exhibit to the annual report, 
post the code on the company's website, or agree to provide a copy of the code 
upon request and without charge. 

 

In the United States of America, Section 406 of the Sarbanes Oxley Act, 2002 requires public companies 
to disclose whether they have codes of ethics and also to disclose any waivers of those codes for certain 
members of senior management. 
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Section 406(a) of Regulation S-K requires companies to disclose: 
— whether they have a written code of ethics that applies to their principal executive officer, 

principal financial officer, principal accounting officer or controller, or persons performing similar 
functions; 

— any waivers of the code of ethics for these individuals; and 
— any changes to the code of ethics. 
 

2.5 Development of  Corporate Code  
 

Development of 
corporate code  

General Electric and general dynamic were the first companies to establish a 
corporate code. In the most orgnisation top management takes the initiative for 
developing the corporate code. Certain guideline must be followed when 
developing the corporate code.  

Code of Conduct 
May Include 

(1) Company Values. 
(2) Avoidance of conflict of interests. 
(3) Accurate and timely disclosure in reports and documents that the company 

files before Government agencies, as well as in the company’s other 
communications. 

(4) Compliance of applicable laws, rules and regulations including Insider 
Trading Regulations. 

(5) Maintaining confidentiality of the company affairs. 
(6) Standards of business conduct for the company’s customers, communities, 

suppliers, shareholders, competitors, employees. 
(7) Prohibition of Directors and senior management from taking corporate 

opportunities for themselves or their families. 
(8) Review of the adequacy of the Code annually by the Board. 
(9) No authority to waive off the Code should be given to anyone in any 

circumstances. 

 

2.6 General Moral Imperatives 
 

(1) Contribute to 
society and human 
well-being 

▪ This principle concerning the quality of life of all people affirms an 
obligation to protect fundamental human rights and to respect the 
diversity of all cultures. 

▪ We must attempt to ensure that the products of our efforts will be used 
in socially responsible ways, will meet social needs and will avoid 
harmful effects to health and welfare of others. 

(2) Avoid harm to 
others 

▪ “Harm” means injury or negative consequences, such as loss of 
property, property damage or unwanted health and environmental 
impacts.  

▪ This principle prohibits use of men, material and technology in ways 
that result in harm to our consumers, employees and the general 
public. 

(3) Be honest and 
trustworthy 

▪ Honesty is an essential component of trust.  
▪ Without trust an organisation cannot function effectively 

(4) Be fair and take 
action not to 
discriminate 

▪ The values of equality, tolerance, respect for others, and the principles 
of equal justice govern this imperative.  

▪ Discrimination on the basis of race, sex, religion, age, disability, 
national origin, or other such factors is an explicit violation of this code. 

(5) Honor ▪ The principle of honesty extends to issues of confidentiality of 
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confidentiality information.  
▪ The ethical concern is to respect all obligations of confidentiality to all 

stakeholders unless discharged from such obligations by requirements 
of the law or other principles of this code. 

 
 

2.7 Credo 
 

Meaning 
 

▪ Credo is a Latin word which means “a set of fundamental beliefs or a 
guiding principle.” For a company, a credo is like a mission statement. 

▪ A company can have a `credo’ which can be used as a tool to define the 
ethical practices that the company pursues and the respect for 
stakeholders including (customers, employees, community). 

▪ It develops the spirit of employees motivating them at all times.  
▪ It is a statement of common values that allows employees to 

understand the importance of the stakeholders and services provided.  
▪ It is the force which makes them work together to achieve a consistent 

high standard. 

“Three Basic Beliefs” 
of company's credo 

− Respect for the Individual 
− Service to our Customers 
− Strive for Excellence 

 

2.8 Specific Professional Responsibilities 
 

a) Ownership This is our company. We accept personal responsibility and accountability to 
meet business needs. 

b) Passion for 
winning 

We all are leaders in our area of responsibility with a deep commitment to deliver 
results. We are determined to be the best at doing what matters most. 

c) People 
development 

People are our most important asset. We add value through result driven training 
and we encourage and reward excellence. 

d) Consumer 
focus 

We have superior understanding of consumer needs and develop products to 
fulfill them better. 

e) Teamwork We work together on the principle of mutual trust and transparency in a 
boundary less organisation. We are intellectually honest in advocating proposals, 
including recognizing risks. 

f) Innovation Continuous innovation in products and process is the basis of our success. 

g) Integrity We are committed to the achievement of business success with integrity. We are 
honest with consumers, business partners and one another. 

 

2.9 Ethics Training and Communication 
 
▪ A major step in developing an effective ethics program would be to implement a training program 

and communication systems, to train educate and communicate employees about the firm’s ethical 
standards. 

▪ Training programs can educate employees about the firm’s policies and expectations, as well as 
relevant laws, regulations and general social standards. 

▪ These can also make employees aware of available resources, support systems, and designated 
personnel who can assist them with ethical and legal advice. 

▪ They empower employees to ask tough questions and make ethical decisions. 
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▪ Many companies are now incorporating ethics training into their employee and management 
development training efforts. Managers from every department must be involved in the development 
of an ethics training program. 

▪ Training and communication initiatives should reflect the unique characteristics of organization; its 
size, culture, values, management style, and employee base. 

▪ It is important for the ethics program to differentiate between personal and organizational ethics. 
▪ To be successful, business ethics programs should educate employees about formal ethical 

frameworks and mode for analyzing business ethics issue. 
▪ Written standards deter wrongdoing and promote: 

— Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of 
interest between personal and professional relationships; 

— Full, fair, accurate, timely, and understandable disclosure in reports and documents that a 
company filed by the company; 

— Compliance with applicable governmental laws, rules and regulations; 
— The prompt internal reporting of violations of the code to an appropriate person or persons 

identified in the code; and, 
— Accountability for adherence to the code. 

ETHIC TRAINING AND COMMUNICATION 

2.10 Ethics Committee 
 

Introduction  Companies should have a committee of independent non-executive directors who 
are responsible for ensuring that systems are in place in the company to assure 
employee compliance with the Code of Ethics. 

Functions of 
Ethics Committee 

▪ Review of the definitions of standards and procedures 
▪ Facilitate Compliance 
▪ Due diligence of prospective employees 
▪ Oversight of communication and training of ethics programme 
▪ Monitor and audit compliance 
▪ Enforcement of disciplinary mechanism 
▪ Analysis and follow-up 

 

2.11 Integrity Pact 
  

Introduction  ▪ Developed by Transparency International (TI), the Integrity Pact (IP) is a tool 
aimed at preventing corruption in public contracting.  

▪ It consists of a process that includes an agreement between a government or a 
government department and all bidders for a public contract. 

What is an 
integrity pact 

▪ A written agreement between the government/government department and 
all bidders to refrain from bribery and collusion 

▪ Bidders are required to disclose all commissions and similar expenses paid by 
them to anyone in connection with the contract.  

▪ If the written agreement is violated then the pact describes the sanctions that 
shall apply.  

▪ These may include: 

→ Loss or denial of contract; 

→ Forfeiture of the bid or performance bond and liability for damages; 

→ Exclusion from bidding on future contracts (debarment); and, 

→ Criminal or disciplinary action against employees of the government 
Why use an 
integrity pact 

▪ Companies can abstain from bribing safe in the knowledge that  

→ their competitors have provided assurances to do the same, and  
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→ government procurement, privatisation or licensing agencies will follow 
transparent procedures and undertake to prevent corruption, including 
extortion, by their officials 

▪ Governments can reduce the high cost and distorting impact of corruption on 
public procurement, privatisation or licensing in their programmes, which 
will have a more hospitable investment climate and public support. 

▪ Citizens can more easily monitor public decision-making and their 
government’s activities. 

 

2.12 Whistle Blower Policy and Vigil Mechanism 
 
Introduction  ▪ A whistleblower is a person who publicly complains concealed misconduct 

on the part of an organization or a body of people, usually from within that 
same organisation. Whistleblowers can be employees, suppliers, contractors, 
clients or any individual who somehow becomes aware of illegal activities 
taking place in a business either through witnessing the behavior or being 
told about it. 

▪ Whistleblowers frequently the face retaliation. Sometimes at the hands of the 
organisation or the group which they have accused, unless a system is in place 
that would ensure confidentiality. 

▪ In this context whistleblowers are often protected under law from employer 
retaliation. 

▪ In India, Revised Clause 49 of the equity Listing agreement provides as 
under 

▪ with regard to Whistle Blower policy 

Whistle Blower 
Policy 

▪ The company shall establish a vigil mechanism for directors and employees to 
report concerns about unethical behaviour, actual or suspected fraud or 
violation of the company’s code of conduct or ethics policy. 

▪ This mechanism should also provide for adequate safeguards against 
victimization of director(s) / employee(s) who avail of the mechanism and 
also provide for direct access to the Chairman of the Audit Committee in 
exceptional cases.  

▪ The details of establishment of such mechanism shall be disclosed by the 
company on its website and in the Board’s report This has been made a 
mandatory requirement for all the listed company with effect from October 
01, 2014. 

→ The company should devise an effective whistle blower mechanism 

→ enabling stakeholders, including individual employees and their 
representative bodies, to freely communicate their concerns about illegal 
or unethical practices 

→ The audit committee is responsible to review its functioning, 

→ and a disclosure be made in the Annual Report about the Whistle 
Blower policy 

→ and affirmation that no personnel has been denied access to the audit 
committee. 

 

2.13 Social and Ethical Accounting 
 
▪ Social and ethical accounting is a process 
▪ that helps a company to address issues of accountability to stakeholders, 
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▪ and to improve performance in of all spheres, i.e. social, environmental and economic. 
▪ The process normally links a company’s values to the development of policies and performance 

targets and to the assessment and communication of performance. 
▪ Social and ethical accounting has no standardized model. 
▪ The issues are defined by the company’s values and aims, 
▪ by the interests and expectations of its stakeholders, and by societal norms and regulations. 
▪ The social and ethical accounting framework implicitly concerns itself with issues, such as 

→ economic performance, 

→ working conditions, 

→ environmental and animal protection, 

→ human rights, 

→ fair trade and ethical trade, 

→ human resource management and community development, 

→ and hence with the sustainability of a company’s activities. 
 

Principles of social and ethical accounting 
This principle requires that the aspirations and needs of all stakeholder groups are taken into account at 
all stages of the social and ethical accounting process. 
 

1. Planning: The company commits to the process of social and ethical accounting, auditing and 
reporting, and defines and reviews its values and social and ethical objectives and targets. 
 

2. Accounting: The scope of the process is defined, information is collated and analysed, and 
performance targets and improvement plans are developed. 

 

3. Reporting: A report on the company’s systems and performance is prepared. 
 

4. Auditing: The process of preparing the report, with the report itself, is externally audited, and the 
report is made accessible to stakeholders in order to obtain feedback from them. 

 

5. Embedding: To support each of the stages, structures and systems are developed to strengthen the 
process and to integrate them into the company’s activities. 

 

6. Stakeholder engagement: The concerns stakeholders are addressed at each stage of the process 
through regular involvement. 

 

2.14 Ethics Audit 
 

▪ The reasons for examining the state of a company's ethics are many and various. 
▪ They include external societal pressures, risk management, stakeholder obligations, and identifying a 

baseline to measure future improvements. 
▪ In some cases, companies are driven to it by a gross failure in ethics, which may have resulted in 

costly legal action or stricter government regulation. 
▪ An ethical profile brings together all the factors which affect a company's reputation, by examining the 

way in which it does business. 
▪ The following are some of the suggested steps in ethics audit: 

→ The first step in conducting an audit is securing the commitment of the firm’s top management. 

→ The second step is establishing a committee or team to oversee the audit process. 

→ The third step is establishing the scope of the audit. 

→ The fourth step should include a review of the firm’s mission values, goals, and policies. 

→ The fifth step is identifying the tools or methods that can be employed to measure the firm’s 
progress and then collecting and analyzing the relevant information. 

→ The sixth step is having the results of the data analysis verified by an independent party. 
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→ The final step in the audit process is reporting the audit findings to the board of directors and top 
executives and, if approved, to external stakeholders. 

 

2.15 Ethical Dilemma 
 

▪ Dilemma is a situation that requires a choice between options that are or seem equally unfavorable or 
mutually exclusive. 

▪ By definition, an ethical dilemma involves the need to choose from among two or more morally 

acceptable courses of action, when one choice prevents selecting the other; or, the need to choose 
between equally unacceptable alternatives. 

▪ A dilemma could be a right vs. wrong situation in which the right would be more difficult to pursue 
and wrong would be more convenient. 

▪ A right versus wrong dilemma is not so easy to resolve. It often involve an apparent conflict between 
moral imperatives, in which to obey one would result in transgressing the other. 

▪ This is also called an ETHICAL PARADOX. 
 

2.16 Steps to Resolving an Ethical Dilemma 
 

 
 
 
 

Considering the options available

Consider the consequences  positive or negative for each 
option 

Analysing Actions

Decision making and commitment

Evaluating system


