
Business Ethics & Corporate Governance
Unit I- Business Ethics
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· Ethics is a branch of social science. It deals with moral principles and social values. It helps us to classifying, what is good and what is bad? It tells us to do good things and avoid doing bad things.
· So, ethics separate, good and bad, right and wrong, fair and unfair, moral and immoral and proper and improper human action. In short, ethics means a code of conduct. 
· In short, business ethics means to conduct business with a human touch in order to give welfare to the society
Definition of Business Ethics
· According to Andrew Crane,
· “Business ethics is the study of business situations, activities, and decisions where issues of right and wrong are addressed.
Features of Business Ethics
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1. Ethical values
Business ethics is concerned with morality in business in today’s business world, a community firm is a large part of society, and its action is bond to have a direct impact on the wellbeing and welfare of the society.
Business affects society in terms of what products it supplies.
Therefore, the business community must conduct its activities with self-control, self-check, and self scarifies .i.e. acting with less concern for you than for the success of the joint activity.
And always keeping in mind the interest of the community at large signifies ethical values.
2. Relative term
Ethics is a relative term in the concept of morality and immorality. It differs from one individual to another or from society to society. What is moral to one may be immoral to another.
3. Interest of society
Business ethics implies that business should first do well to society and then to itself.
Business is an important institution and has a social responsibility to protect the interest of all those groups who are directly or indirectly related to the organization like employees, shareholders, and consumers, etc. to contribute to the real success of the business organization.
4. Business social relationship
Business ethics set the terms and standards to understand the societal relationship of business. It indicates what society expects from business and what it thinks about the business.
5. Provides the framework
Like an individual, business is also bound by social rules and regulations. Business is expected to restrict its activities within the limits of the social, legal, cultural, and economic environment.
6. Facilitates protection of social groups
Business ethics gives protection to consumers and other social groups such as shareholders, employees, and society at large.
The business should give priority to social interest or social good. Such an ethical approach creates a good name, add status to business, and helps in its growth and expansion.
7. Not against profit-making
Business ethics is not against fair profit-making.
However, it is against making a profit by cheating and exploiting consumers, employees, or investors. It supports the expansion of business activities but by fair means and not through illegal activities or corrupt practices.
8. Its Voluntary -Needs willing acceptance
Business ethics cannot be imposed by law or by force. It must be accepted as self-discipline by businessmen. It should come from within. Businessmen should go for ethical trade practices on their own and not by force of law.

Importance of Business Ethics
· Positive Consequences
· Goodwill
· Protection 
· Self Satisfaction
· Promotes Good business
· Customer Confidence
· Consumer Rights
· Healthy Competition

· Long-term growth: sustainability comes from an ethical long-term vision which takes into account all stakeholders. Smaller but sustainable profits long-term must be better than higher but riskier short-lived profits.
· Cost and risk reduction: companies which recognise the importance of business ethics will need to spend less protecting themselves from internal and external behavioural risks, especially when supported by sound governance systems and independent research
· Anti-capitalist sentiment: the financial crisis marked another blow for the credibility of capitalism, with resentment towards bank bailouts at the cost of fundamental rights such as education and healthcare.
· Limited resources: the planet has finite resources but a growing population; without ethics, those resources are repleted for purely individual gain at huge cost both to current and future generations
                                   



Scope of Business Ethics                                   
Scope of Business Ethics can be explained in following areas.

1.Ethics in Finance
2.Ethics in Human Resource Management
3.Ethics in Marketing
4.Ethics in Production
5.Ethics In Compliance
1.Ethics in Finance
· Following truthfulness and authenticity in business transactions
·  Seeking the fulfilment of mutual interests
·  Getting the economies and financial units freed from greed-based methodologies
· Avoiding RPT’S Insider Trading, kickbacks etc.,
· Business ethics is not against profit making but against profiteering(earning profit by cheating& exploiting consumers)
2.Ethics in Human Resource Management
· Having a right to work and be compensated for the same
·  Possessing a right for free association and participation
·  Enjoying a right for fair treatment in an enterprise
·  Holding a right to work in a hazard-free environment
 Blowing whistle (an activity where an employee can raise voice against any wrong practice of anyone in an enterprise)
3.Ethics in Marketing
Business Ethics is against:
· Misinforming the customers about the products or services
·  Deciding high prices for the products and services
·  Creating false impression on the customers/consumers about the features of products
· Misleading advertisements
· Black markets, grey markets
4.Ethics in Production
· Avoiding rendering services or producing products that are hazardous to health. For example, tobacco and alcohol
·  Maintaining ethical relations with the environment and avoiding environmental pollution
· Product Testing Ethics
· Ethical Issues relating to new technologies
5.Ethics In Compliance
· Ensures that business adheres to all established laws and any of its operations don’t go unlawful.
·  Reduces any chance of facing any unfavourable action by authorities like payment of fines and penalty. 
·  Frames strategies and policies in accordance with established rules and regulations.
·  All activities are monitored and ensured that they go in accordance with framed policies
                              Code of Ethics/conduct
· A code of ethics and professional conduct outlines the ethical principles that govern decisions and behaviour at a company or organization.
·  They give general outlines of how employees should behave, as well as specific guidance for handling issues like harassment, safety, and conflicts of interest.
Code of Professional Ethics
· Be inclusive.
· Be considerate.
· Be respectful
· Choose your words carefully
· Don't harass
· Make differences into strengths
Reasons for  having code of conduct
· Framework for acceptable behaviour
· High standard of practice
· Create benchmark for self evaluation
· Enhance sense of community
· Create transparency in business activity
· Foster high standards of business ethics
· Comply with government laws and norms
                          Code of conduct in business houses
· Do not cheat consumers
· Do not destroy healthy competition
· Pay taxes honestly
· Avoid bribing officials
· Maintain accurate accounts
· Fair treatment to employees
· Supply reliable information to shareholders
· Do not make secret agreement with fellow businessmen for controlling production, pricing which is harmful
· Accept principle of ‘Service First & Profit Next’
· Honour responsibility towards various social groups
                         Features of Good Code OF Conduct
Six Pillars Of Character
1. Trustworthiness: Honesty, Integrity ,promise keeping, loyalty
2. Respect: Dignity,Courtesy,tolerance
3. Responsibility: Accountability
4. Caring: Kindness, compassion
5. Justice & Fairness: equity, impartiality
6. Civic virtue& citizenship: Law abiding, environment protection

                             International Ethics Code
· Also called as Principles of International Business
· Principle 1: Responsibility of business beyond shareholders toward stakeholders
· Principle 2:Social & Economic impact towards innovation, justice
· Principle 3: Business beyond the letter of law towards spirit of trust
· Principle 4 : Respect for rules
· Principle 5 : Support multilateral trade
· Principle 6:Respect for environment
· Principle 7 : Avoidance illicit operations
                                     Ten Principles of UN Global Compact
1.Human Rights ( Principle 1 & 2)
     2.Labour Standards ( Principle 3,4,5 & 6)
     3.Environment ( Principle 7,8 & 9)
     4.Anti-Corruption ( Principle 10)
Corporate sustainability starts with a company’s value system and a principles-based approach to doing business. This means operating in ways that, at a minimum, meet fundamental responsibilities in the areas of human rights, labour, environment and anti-corruption. Responsible businesses enact the same values and principles wherever they have a presence, and know that good practices in one area do not offset harm in another. By incorporating the Ten Principles of the UN Global Compact into strategies, policies and procedures, and establishing a culture of integrity, companies are not only upholding their basic responsibilities to people and planet, but also setting the stage for long-term success.
1.Human Rights
Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights; and
Principle 2: make sure that they are not complicit in human rights abuses.
2.Labour
Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining;
Principle 4: the elimination of all forms of forced and compulsory labour;
Principle 5: the effective abolition of child labour; and
Principle 6: the elimination of discrimination in respect of employment and occupation.
3.Environment
Principle 7: Businesses should support a precautionary approach to environmental challenges;
Principle 8: undertake initiatives to promote greater environmental responsibility; and
Principle 9: encourage the development and diffusion of environmentally friendly technologies.
4.Anti-Corruption
Principle 10: Businesses should work against corruption in all its forms, including extortion and bribery.

                                        Ethics Committee
· Committee is made of independent non executive directors
Objectives of Ethics Committee:
· Embedding ethical values throughout organisation
· Raising awareness on ethical issues
· Ethical conflict resolutions
· Providing ethical training
· Ethical due diligence
· Creating ethical culture
              Functions Of Ethics Committee
· Review
· Suggest
· Compliance
· Due diligence of to be employees
· Communicating Ethical Standards
· Monitoring & auditing

1.CONFLICT RESOLUTION ALL THE WAY AROUND
Members of an ethics committee often get involved in setting up the initial guidelines and policies for behavior within an organization. The impetus for new or revised rules may start with a conflict. The problems may arise from conflicts between management and front-line staff or between customers and the company. Ethics committee responsibilities include creating guidelines for various circumstances. The committee may step in as the arbiter of conflicts and find solutions that then can be integrated into company policies.
2.OVERSEE COMPLIANCE TO COMPANY STANDARDS
The establishment of an ethics committee within an organization ensures the businesses operates in an atmosphere of accountability. When each department, manager and employee works with the best interests of the company in mind, success is more likely. Standards for patient care in a hospital, for example, are set for customer service to increase referrals.
The ethics committee oversees the results of customer service efforts to ensure employees follow the parameters of the process in how they treat patients. Manufacturers may rely on an ethics committee to oversee government or trade compliance issues to ensure the company’s profitability.
3.CONDUCT REVIEWS AND DELIVER DISCIPLINE
It’s often left to the ethics committee members to dole out discipline when an employee violates company ethics rules. At the very least, it’s the ethics committee that oversees disciplinary actions taken by managers to ensure they are distributed equally and fairly. Ethics committee members review disciplinary actions and make recommendations to managers about how to effectively handle employee problems. They also ensure managers comply with all legal requirements when enforcing company policies.
4.REVIEW COMPANY ETHICS POLICIES AND RECOMMEND CHANGES
While the ethics committee may create the initial set of rules and regulations to govern company ethics, it also reviews those policies on a regular basis and refines them when necessary. The committee may get input from employees through surveys, employee hotlines and questionnaires. The member use situations and circumstances to create learning experiences from which they can determine other appropriate actions. Finally, their role is to effectively communicate company ethics policies to the entire company.
                Importance & Benefits of Ethics Committee
· Good corporate citizenship
· Facilitate environment health and safety
· Improve consumer- industry relationship
· Smooth labour and employment
· Stable operating environment
· Enhances reputation
· Promotes better community relations
· Reduces cost relating to non compliance
· “Right thing to do”
                     Challenges of Ethics Committee
· Formation of ethics committee
· Committee dynamics and relationship among members
· Criticism relating to usefulness of committee
· Many business houses are not convinced with necessity
· Ethics in Ethics committee??
                       Ethics Training-Benefits
Purpose of ethical training is to enable employees to identify and deal with ethical problems developing their moral intuitions, which are implicit in everyday choices and actions.
In every organization, the employees need to know their responsibilities and the integrity of the business. Ethics training is an excellent way to educate the employees on their responsibilities and the company policies and norms. An effective ethics training program will benefit the organization in the following way:
· 1.Positive Work Atmosphere
One of the greatest advantages of undergoing ethics training in the workplace is it creates a very positive work environment. If the employees are educated with ethics, it will reduce different problems such as workplace harassment, bribery, physical violence, etc.
· 2.Individual Responsibility
As ethics training creates a better workplace, the employees focus more on their responsibilities and deal fairly. Hence, it secures organizational wealth and increases productivity.
· 3.Promotes Teamwork
The ethics training programs build trust among the employees and hence, working in a team together becomes more favorable. As all the employees work together as a team, it increases the efforts and helps the organization to achieve its goals successfully.
· 4.Motivates the Employees
An ethically trained workplace always results in a positive and pleasant work environment. One of the main components of ethics is honesty. If the employees are treated fairly and honestly, they value the work and get motivated.
· 5.Avoids Unnecessary Scandals and Conflicts
As ethics training programs involve strict policies and laws, the work environment cannot be ruined because of unnecessary scandals and workplace harassment. An ethical workplace doesn’t tolerate such misleading behavior.
Other benenfits of ethics programme are:
· Enables employees to practice organisations value
· Understanding the key role played by stakeholders
· Helps them to use good judgement and courage to take right decisions
· Build employer-employee relationship
· Reduce staff misconduct
· Employees become more productive
· Helps in resolving personal conflicts
How to Successfully Implement an Ethics Training Program in the Workplace?
Many ethics training programs won’t work effectively due to the lack of appropriate planning and research. To successfully implement an ethics training program in the workplace, businesses need to follow some basic points.
· Create and Develop the Code of Ethics
The first step is to develop and follow certain ethics and beliefs based on principles of trust, honesty, integrity, equality, truth, fairness, etc. for your organization. It may include anti-corruption laws, labor morals, environmental policies, anti-harassment laws, etc.
· Undergo the Ethics Training Program
After successfully developing all these ethics and principles, you can enforce the ethics training program. However, successfully implementing the same may take at least a period of one to two months.
· Ensure the Ethics are followed
Organizations need to ensure that ethics and policies are followed seriously. Organizations can make ethics a part of their work culture.
· Encourage Teamwork
By encouraging teamwork, the employees feel treated fairly and equally. Let the team leaders and managers adopt the company ethics first. Hence, it will help all the team members to adopt the company ethics successfully.

                    Elements of Effective Ethics Training Programme
· Employment Terms
· Performance Appraisals
· Corporate Governance
· Leadership style
· Grievance Mechanism
· Decision making mechanism
                 Challenges of Ethics Training
· Identifying Ethical Dilemma
· Exposes to different points of view and judgements
· Decisions rely on intuition rather than careful reasoning
· Difficult to train all levels of staff
· Mode of training
· Must be effective in all cultural contexts
                                    Ethical Dilemma
· It is a moral situation in which a choice has to be made between two alternatives, where a person has to choose between moral and an immoral act.
· A complex situation that will often involve an mental conflict between moral imperatives in which to obey one would result in transgressing another.
Example:
Truth Vs Loyalty
Individual Vs Community
Short term Vs Long term
Justice Vs Mercy
Addressing Ethical Dilemma
· Ethical Decisions are influenced by three factors
Individual Moral Standards
The influence of managers & co-workers
Opportunity  to engage in misconduct
                      Steps in ethical decision making
· Define ethical issues
· Identify affected parties
·  Identify consequences
· Decide on proper ethical plan & be prepared to deal with opposing arguments
Steps can be explained as follows:
Identify the Ethical Issues
1. Could this decision or situation be damaging to someone or to some group, or unevenly beneficial to people? Does this decision involve a choice between a good and bad alternative, or perhaps between two “goods” or between two “bads”?
2. Is this issue about more than solely what is legal or what is most efficient? If so, how?
Get the Facts
3. What are the relevant facts of the case? What facts are not known? Can I learn more about the situation? Do I know enough to make a decision?
4. What individuals and groups have an important stake in the outcome? Are the concerns of some of those individuals or groups more important? Why?
5. What are the options for acting? Have all the relevant persons and groups been consulted? Have I identified creative options?
Evaluate Alternative Actions
6. Evaluate the options by asking the following questions:
· Which option best respects the rights of all who have a stake? (The Rights Lens)
· Which option treats people fairly, giving them each what they are due? (The Justice Lens)
· Which option will produce the most good and do the least harm for as many stakeholders as possible? (The Utilitarian Lens)
· Which option best serves the community as a whole, not just some members? (The Common Good Lens)
· Which option leads me to act as the sort of person I want to be? (The Virtue Lens)
· Which option appropriately takes into account the relationships, concerns, and feelings of all stakeholders? (The Care Ethics Lens)
Choose an Option for Action and Test It
7. After an evaluation using all of these lenses, which option best addresses the situation?
8. If I told someone I respect (or a public audience) which option I have chosen, what would they say?
9. How can my decision be implemented with the greatest care and attention to the concerns of all stakeholders?
Implement Your Decision and Reflect on the Outcome
10. How did my decision turn out, and what have I learned from this specific situation? What (if any) follow-up actions should I take?


                                             View’s On Ethical Dilemma
· Utilitarian View:Based on the notion that ethics should deliver the greatest number of people
· Individualism view:This view seeks to advance long term sel-interest of inviduals
· Moral right view:This emphasizes respect for and protection of the fundamental right of people.
· Justices view: Ethical behaviour or decision should treat people impartially and fairly according to guiding rules and standards
                                Steps to overcome ethical dilemma
· Analyse the situation
· Check your own intention
· Confirm that your motive is not harmful to others
· Recognise unethical requests
· Buy time
· Find a mentor & peer support group
· Find ‘Win-Win’ situation
· Work within Firm to stop the unethical act.
· Prepare to Lose your Job, as a last resort
                     Measures to ensure ethics in work place
· Have a code of conduct/ethics
· Establish proper communication
· Use cross- functional teams
· Create atmosphere of trust
· Appoint an ombudsman
· Include a grievance policy
· Set an example from Top
                                   Ethical Climate
· Organisational  ethical climate refers to the moral atmosphere of the work environment and the level of ethics practiced within the company.
· Types of ethical climate:
· Instrumental Climate
· Caring Climate
· Law & Order Climate
· Rules climate
· Independence organisational climate
Ways to Improve an Organization's Ethical Climate

1.Empowerment of Employees
One way to improve the ethical climate of your organization is to give employees more power over their work. If employees have an ethical code and more control over their work outcomes, they are likely to justify your trust in them to make the right decision. Empowerment also can produce better results from employees, such as more creative solutions to business problems, when implemented effectively. Give employees a reason to act more ethically and to be more innovative – such as to keep their autonomy over their work – and you will also increase your company's efficiency.
2.Communication Policies and Procedures
Improve your communication policies and procedures so that information will flow more smoothly and frequently between employees and managers. For example, assign a manager, HR specialist or ad-hoc team to create a series of training scenarios that teach employees the right thing to do in common situations faced in your company. These scenarios will help managers communicate the expected ethical behaviors more clearly. In addition, make it easy for employees to report unethical behavior by contracting with an outside service to offer a toll-free reporting hotline, and make sure any allegations are investigated promptly.
3.Discipline and Consequences
You can't expect all employees to comply with the ethics policy without some kind of discipline. Enforce your consequences for violations of the ethics policy evenly, regardless of the offender's high or low status. If you don't have the time to do this, delegate the job to a manager or HR director. Be sure to maintain careful documentation of employee violations in case you get sued over disciplining or terminating an employee for an ethical violation.
4.Changing Bad Patterns
As you look at employee behaviors and enforce your ethics policy, you might see patterns of unethical behavior. This might indicate that some rules and procedures need to be changed in the organization, even it affects ways of doing things that save time or money or increase profits. From a business standpoint, the short-term losses should be outweighed by the resulting improvement in the long-term reputation of your business.
                       Healthy organisational Climate
· Zero tolerance for destructive behaviour (incivility, aggression)
· Integrity: ethical soundness,consistency,sensible
· Process Focus(concern for means and ends)
· Structural reinforcement(rewards, performance evaluation, rights)
· Social responsibility
· Three tools to create climate- Core Values, Code of Ethics & ethical learning
                               Integrity Pact(IP)
· IP  is a transparency and accountability tool that allows bid participants and public officials to agree on rules to be applied to a specific procurement in public contracting.
· Includes an “honesty pledge” y which parties promise not to offer or demand bribes
· A third party like CSO(Civil Society Organisation) monitors IP
· Developed by Transparency International
                   Goal & Benefits of Integrity Pacts
· Reduce chances of corrupt practices
· To abstain from bribing
· To enable the government to reduce high costs
· Public trust & confidence
· Increased level of transparency on public contracts
· Increases project viability
· Enhanced access to information
· Global corruption perception index- India’s place ?????
                          Major Players in IP
· Central Vigilance commission
· Ministry of Finance  Transparency International India (Civil Society)
· The Stake holders
The company (Principal)
The Vendors or Bidders( Counter Party)
Independent External Monitor(IEM)
                             Framework Of Integrity Pact
· Commit
· Assess
· Define
· Implement
· Measure
· Communicate
                          Role of Board of Directors
Primary Duties of Corporate Board Of Directors
· Fiduciary Responsibility
· Mission & Vision
· Review the actions
· Annual Meeting
· Promote the success of business
                              Changing role of BOD
· Make informed , thoughtful decisions
· Continuous director education
· Interest of company’s employees
· Foster relationship  with suppliers and customers
· Check on the impact of business on environment and community
· Maintaining a reputation for high standards of business conduct
Independent Directors
· Clause 49 of the Stock Exchange Listing agreement 2000 by SEBI specifies the number of Independent directors to be appointed by the company.
· Who is independent director??
Director other than a managing director or whole time director.
Apart from receiving directors remuneration, does not have any material pecuniary relationship with the company. 
Should not be a substantial shareholder of the company,i.e. owning two percent or more of block of voting shares.
As per companies Act 2013, atleast one third of total directors must be independent director
                       Role & Duties of Independent Directors
· Safeguarding interest of stakeholders, particularly minority holders
· Analysing performance of management
· Mediating the conflict between management & shareholders
· Not disclosing confidential information
· Actively participating in the committees
· Regularly attend general meetings
· Transparency in disclosures
· Evaluate boards decisions
· Member of audit committee
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· Indian ethos for management means the applications of principles of management as revealed in our ancient wisdom brought forth in our sacred books like“Gita”, “Upanishads”, “Bible” and “Quran”
· Indian Ethos is the set of values and ethics derived from the Indian Cultures as is depicted in the epics like Ramayana & Mahabharata and Holy Books like Bhagavad Gita & Vedas, Bible and Quran
· “Ethos” is derived from “shastra” culture in India
·  It determines the culture of “Paap-Punya”,“Swarg-narak”
·  conduct or cultured behavior like truth, non-violence, devotion, welcome, pranam, kindness, respect for elders, love to youngsters etc.
                     Understanding Indian ethos
· (a) Management Attitude- belief in value-oriented holistic management
· (b) Humanising the Organisation- interpersonal relations, man-machine equation and spiritual growth of individuals.
· (c) Interiorising Management- resolve conflict amongst the body, mind, intellect and the heart.
· (d) Self-introspection
· (e) Brain-stilling- meditative silence (calm mind enjoying tranquility)
· f) Stepping Back (for a while)- to control and master situation
g)Role of Intuition- Faith is a prerequisite to develop and realize the power of intuition
                         Basic principles of Indian Ethos
· 1. Each soul is a potential God- The Divine resides in the heart of a person. The Divine means perfection of knowledge, wisdom, and power
· 2. Holistic approach- spiritual principle of unity, oneness, and non-dual concept
· 3. Equal importance to subjectivity/ objectivity- Inner resources are much more powerful than outer resources. Divine virtues are inner resources (Vision, Insight and Foresight). Capital, materials and plant &machinery are outer resources
· 4. Karma Yoga- “Karma Yoga” (selfless work) offers double benefits, private benefit in the form of self purification and public benefit
· 5.Excellence at work through self-motivation and self-development
· All work is an opportunity for doing well to the world and thus gaining materially and spiritually in our lives
· Strength and inspiration for excelling in work comes from the Divine, God within, through prayer, spiritual readings and unselfish work
· He who works with calm and even mind achieves the most
· By mutual cooperation, respect and fellow feeling, all of us enjoy the highest good both material and spiritual.
· Infinite happiness and infinite peace come to them who see the Divine in all beings
· Regard the other person as a divine being. All of us have the same consciousness, though our packages and containers are different
Principles of Ethics to be kept in mind
· Do not Harm
· Make things better
· Respect Others
· Be Fair
· Care 
Case Studies on Business Ethics for reference only:
· Case Study of Enron
· Enron Corporation was an American energy, commodities, and services company based in Houston, Texas. It was founded by Kenneth Lay in 1985 as a merger between Lay's Houston Natural Gas and InterNorth, both relatively small regional companies. 
· Before its bankruptcy on December 3, 2001, Enron employed approximately 29,000 staff and was a major electricity, natural gas, communications, and pulp and paper company, with claimed revenues of nearly $101 billion during 2000.
· Fortune named Enron "America's Most Innovative Company" for six consecutive years.
· At the end of 2001, it was revealed that Enron's reported financial condition was sustained by an institutionalized, systematic, and creatively planned accounting fraud, known since as the Enron scandal. 
· Enron has become synonymous of willful corporate fraud and corruption. The scandal also brought into question the accounting practices and activities of many corporations in the United States and was a factor in the enactment of the Sarbanes–Oxley Act of 2002.
·  The scandal also affected the greater business world by causing the dissolution of the Arthur Andersen accounting firm, which had been Enron's main auditor for years.
· Enron filed for bankruptcy in the Southern District of New York in late 2001 and selected Weil, Gotshal & Manges as its bankruptcy counsel.
·  It ended its bankruptcy during November 2004, pursuant to a court-approved plan of reorganization. A new board of directors changed the name of Enron to Enron Creditors Recovery Corp., and emphasized reorganizing and liquidating certain operations and assets of the pre-bankruptcy Enron.
·  On September 7, 2006, Enron sold its last remaining subsidiary, Prisma Energy International Inc., to Ashmore Energy International Ltd. (now AEI).
· Code of Ethics-Enron
· It starts with a foreword from the late Kenneth Lay, who was back to being CEO by then, which opens with this sentence:
· "As officers and employees of the Enron Corp., its subsidiaries, and its affiliated companies, we are responsible for conducting the business affairs of the companies in accordance with all applicable laws and in a moral and honest manner."
· Enron’s Code of Ethics is a detailed document, over 60 pages.
· Arthur Andersen LLP-Case Study
· Arthur Andersen LLP was an American holding company based in Chicago.
·  Formerly one of the "Big Five" accounting firms (along with PricewaterhouseCoopers, Deloitte Touche Tohmatsu, Ernst & Young, and KPMG)
·  the company had provided auditing, tax and consulting services to large corporations. By 2001, it had become one of the world's largest multinational businesses.
· In 2002, the firm voluntarily surrendered its licenses to practice as Certified Public Accountants in the United States after it was found guilty of crimes in the firm's auditing of Enron, an energy corporation based in Texas, which had filed for bankruptcy in 2001.
·  In 2005, the Supreme Court of the United States unanimously reversed Arthur Andersen's conviction due to serious errors in the trial judge's instructions to the jury that convicted the firm.Despite this, the damage to Andersen's reputation was so great that it has never returned as a viable business even on a limited scale.
· The former consultancy and outsourcing practice of the firm separated from the firm's accountancy practice and split from Andersen Worldwide in 2000, when it rebranded to Accenture, as it continues to operate
· Satyam is not really Satyam-Case Study
· The Satyam scandal was the largest accounting fraud in the history of corporate India and dubbed India's Enron, a reference to the American energy company that collapsed due to a mammoth accounting scandal.
· • In the Satyam scandal, auditors relied on bank statements worth Rs 3,800 crore provided by the company. It turned out be fabricated.
· • Satyam rocked corporate India and laid bare many alarming truths about the inadequacies of the country's corporate governance standards. 
· • The government reacted to the fraud by overhauling the regulatory framework, with the new Companies Act 2013, which fixed liabilities of auditor and independent directors, among other changes. 
· • In 2014, market regulator Sebi amended Clause 49 of listing guidelines to improve corporate governance
· Audit firms now have to be rotated every 10 years beginning April 2017. Auditors have come under intense scrutiny - they have to see to it that every internal financial control (IFC) prescribed under the Companies Act is followed by a company, among other things.
· • Under the new rules, auditors are required to check the authenticity of bank statements. 
· • The main obstacle is that most Indian companies are controlled by promoters, according to industry watchers. Independent directors are only independent on paper. Directors are picked from an "old boy's network" - they are people close to a promoter or from a familiar circle.
· • Raju had also disguised the pledging of Satyam shares. Today, promoters who pledge shares must disclose it to Sebi. 
· • The Companies Act has forced companies to embrace a whistleblower policy. Indian companies are roping in specialists to manage their whistle-blowing mechanisms
· Caselets- to be studied
· The following includes some important business ethics cases based on well-known organizations:
· Enron – Questionable accounting practices and manipulation of the energy supply brought down this company. Enron: The Smartest Guys in the Room is an excellent documentary movie that explains the scandal.  Check out an excerpt from Enron’s Code of Ethics.
· Monsanto – Monsanto has been criticized for its mega-size.  Critics fear they are taking over the food supply as well as creating negative environmental issues. Check out Monsanto’s Code of Ethics for Chief Executives and Senior Financial Officers.
· Arthur Andersen – Arthur Andersen is known for its unethical auditing practices. Check out The Fall of Arthur Andersen for more complete details.
· WalMart – Studies have shown that WalMart may save people money but they may also negatively impact communities.  Their low prices may also hurt suppliers. The company received criticism when leadership announced they wanted to hire healthier, more productive employees. WalMart has been accused of being anti-union and has survived sweatshop and discrimination scandals. Check out WalMart’s Statement Regarding Code of Ethics.
· Countrywide – The company offered subprime loans that later resulted in default.  Critics have claimed that Countrywide employees told clients that their properties would increase in value and that their loans would be able to be refinanced when market values rose.  The market values declined causing many to lose their homes.  Check out Countrywide’s Code of Ethics.
· Beechnut – Beechnut’s ethics came into question when it was discovered that they were selling “apple juice” to foreign countries that contained something less than apple juice.  For more information on this scandal, check out Beechnut’s History and Apple Juice Scandal.
· Starbucks – Clustering strategy may force smaller companies out of business. There were so many Starbucks on street corners that movies like Best In Show made fun of how there might be one Starbucks right across the street from another.  Check out Starbucks’ Code of Ethics for CEO and Financial Leaders.
· Nike – Manufacturing practices included producing shoes offshore to save money. Nike has used its share of sweatshops in manufacturing. They have come under fire for human rights violations. Check out Nike’s Code of Ethics.
· Daiichi Sankyo and Ranbaxy
· The former promoters of Ranbaxy Laboratories Ltd —Malvinder Mohan Singh and Shivinder Mohan Singh—have been asked by an arbitration court in Singapore to pay damages to the tune of Rs.2,562.78 crore, for concealing facts from Japan’s Daiichi Sankyo Co. Ltd when they sold their 34.82% stake in Ranbaxy to the latter for $2.4 billion in 2008. The total deal value was $4.6 billion.
· • The facts relate to an investigation by the US Food and Drug Administration (FDA) of Ranbaxy’s processes that was ongoing at the time of the investigation.
· • The Singapore International Arbitration Centre (SIAC), which provides neutral arbitration services to global business community, issued the award against the Singh brothers after Daiichi filed an arbitration case in 2013 in Singapore, accusing the Indian promoters of concealment and misrepresentation of facts and seeking compensation for losses that it was forced to pay the US Department of Justice
· Other Big Case Studies
· Jeffrey Skilling: 
· As the CEO of Enron Corporation, Skilling led what turned out to be the biggest accounting scandal of recent times. He was convicted, along with founder Kenneth Lay and CFO Andrew Fastow, for cooking the energy-trading company's books to hide its shaky finances, including overstating profits. Skilling's sentence was reduced by a decade to 14 years and he is released in 2017.
· Bernard Madoff:
· The mastermind behind America's largest ever financial fraud, Madoff's Ponzi scheme cost his investors $65 billion. He pleaded guilty in 2009 and was handed a 150-year prison sentence.
· Charles Ponzi:
· The man after whom the eponymous schemes were named. Ponzi took thousands of investors for a ride through a scheme involving postal reply coupons bought in Europe and sold in the US and profiting from the difference. He duped investors of $20 million, more than 10 times the value today. He was convicted in 1920 and spent time in prison before being deported to Italy in 1934.
· Rajat Gupta:
· The Indian Institute of Technology and Harvard-educated 67-year-old former head of McKinsey worldwide was recently released after serving a two-year prison term beginning June, 2014. He was convicted in a high profile trail in 2012 of passing confidential boardroom information to his one-time friend and business associate Raj Rajaratnam. On March 1, 2009, the SEC filed an administrative civil complaint against Gupta for insider trading with billionaire and Galleon Group hedge fund founder Rajaratnam
· 
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Ethics is a set of rules that define
right and wrong conduct.

Business ethics can be defined as written and
unwritten codes of principles and values that
govern decisions and actions within a company.
In the business world, the organization’s culture
sets standards for determining the difference
between good and bad decision making and
behavior.
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"Business ethics is the study of business
situations, activities, and decisions where
issues of right and wrong are addressed."
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