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Rishikesha T Krishnan

Rishikesha T Krishnan is Associate Professor,
Corporate Strategy and Pollcy, Indian Institute
of Management Bangalore nshl@nmb ernet.in

ecent events in the corporate world have brought
Rthe issue of ethics in business into the spotlight
once again.. How:can institutions:design-and of-
fer management education programmes that.can create

managers who will be able to keep their companies from

falling into the quagmire of unethical busmess" ‘Whilea
number of management institutions offer courses on busi-

ness ethics, little is known about the effectiveness of such

courses. To address this issue and share information on
different possible approaches to teaching business eth-
ics, the Indian Institute of Management Bangalore
organised a national workshop on teaching business eth-
ics earlier this year. The objectives of this workshop were:

® to understand the challenges in teachmg busmess
ethics in the Indian context

® to understand the asplratxons of our students to
whom such courses are addressed L

® (o identify alternate paradlgms of tcachmg busmess ’
ethics

‘® to identify critical areas to be addressed in making

business ethics teaching more effectlve

This round table feature has its roots in the workshop on
ethics. : :

We were fortunate to have two of the doyens of business
ethics teaching addressmg the workshop. ‘Prof S K
Chakraborty set up the Management Centre for Human
Values at [IM Calcutta about 10y yearsago and is renowned
for locatmg his enquiry into the ethics ofbusmess in the

Indian ethos. Hebelieves that some amount of exhorta-

tion is a prerequisite for subsequent debate and that the
faculty member teaching a course on ethics in busmess .
must set a good example in order to build the students’

ethical stamina. Prof R C-Sekhar does not distance him-
self from the Indian context, but adopts a more broad
based approach based on philosophies from diverse cul-
tures, and a classroom design to promote meaningful dia-
logue and discourse. Their individual contributions as
well as their discussion with Profs C M Reddy and Mira
Bakhru give us the opportunity to investigate the nu-
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ances of their respective approaches. Fr Cynac raises the
basic question about whether éthics can be taught, be-
fore concluding that ethics and moral values can be dis-

covered through i Introspection and reflection and it is up
to the educational programmes to provide an opportunity
for students to do this. Providing the brick and mortar of
teaching ethics courses is Prof Prajapati, Head of the SK
School of Business, North Gujarat University. -

To be able to communicate effectively with students and
have even a small chance of affecting their value posi-
tions, it is essential to first understand
who our students are and what they
stand for. A study by Profs Rishikesha
T Krishnan and C M Reddy at IIM Ban-
galore shows that the students are ide-
alistic, but caught between their ideals

are self-centred and individualistic, but
not in a vicious way. This suggests that

‘ronment, management graduates from
our business schools. may pursue their
ideals and enhance ethical behaviour.

Finding a model to
ensure ethical
behaviour will be as
elusive as the
and the world as it is. By and large, they  glchemists’ quest for
a way of converting
if they are provided with the right envi- D@ase metals into gOld.

More so, in India
where the atmosphere corruption lie in the high and often ille-

While Dipankar Gupta would argue that business ethics
goes well beyond meeting the. requiremerits of the law,
the response of most countries; govemments and -indus-
try associations to.corporate misdemeanors has becn to.
explicate norms for corporate governance, Samlr Barua a
Professor at IIM Ahmedabad and an insightfil commen-
tator on the Indian corporate sector gives a historical per-
spective on the evolution of corporate govcmance How-
ever, he concludes that finding a model to ensure ethical
behaviour wnll be aselusive as the alchemists’ quest for a
_ way of converting base metals into
gold. More so, in India where the at-
mosphere is far from conducive to ethi-
cal behaviour by companies. Yet, there
is some hope. Jayaprakash Narayan,
National Coordinator of the Lok Satta
Movement believes that heightened
public opinion and assertion by citi-
zens’ bodies can reduce, if not elimi--
nate, corruption. Of particular impor-
tance is comprehensive electoral re-
form, as he believes that the roots of

Prof Abha Chatterjee of IIT Kharagpur iS far from cond ucive galexpenditureon elections. While the

explores the dimensions of ethics with to ethical behavuour.

budding engineers through fiction. Two

corporate perspectnves - from S Yet helghtened
public opinion and

Consulting and Narendra Dhand, Co- assertion by citizens’
founder of Mrcrmwh- . . s
nologies — show that it is possible to bOdleS Ccan e"mlnate:
corruption.

Janakiraman, Co-founder of Mind Tree

‘build orgamsatrons that -support posi-
tlve values w1thout detractmg from per-
~_ form peng ommumcatlon fairness towards all and
! ne on the part of orgamsatxonal leaders are three
s that stand out acioss thése two' orgamsatlons
ar Gupta, a Professor at Jawaharlal Nehru Univer-
srty and Consultant to KPMG on business ethics also
. underlines that ethics begins at home. He stresses that
~ there i isa difference between corporate social ; responsi-
blhty and P lar aises an interesting point

1catron brmg home the cultural con-
fhct mherent in the"Indlan busmess situation.’

lcd ‘employee base face .
cal ‘1ssues and yet thelr executrves.

power of the bureaucracy has been re-
duced by the dismantling of the licence-
permit-raj, the government will continue
to play a critical role in a developing
country such as ours. G V Ramakrishna,
an outstandmg civil servant who was
also instrumental in setting up India’s
first mdependent regulatory agency,

i nuﬁes the challenges for civil
servants in a deregulated economy He urges civil ser-
vants to display a high degree of ethical stamina as this
will reduce the corruption experienced by citizens at lar ge.

The issue of ethics in business is a complex one and this
round table brmgs out a wide spectrum of perspectives
on how teachmg ethics to busmess students can be im-
proved, how companies can créate ‘an ‘environment in
which ethical behaviours are facilitated and how legal re-

 form, citizens action and bureaucratic orientation can have
-a positive influence on the larger social environment. Tn

spite of the odds, none of the authors are cynical and this
holds out the best hope for an overall improvement in the
ethical climate of this country.

D
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Narender Dhand is Chalrman & Managing Di-
rector of Micromatic Grinding Technologies,
Ghaziabad. nkdhand@satyam net.in

ate wealth for the promoters employees and share

holders — and a passionate pursuit of growth is
the only way to ensure that the business objectives are
met. The preoccupation with growth tends to push other
elements into the background and as long as the ends are
good, the means appear justified. It is our firm belief that
wealth earned by unethical means invariably entails the
utmost exertion, fear, anxiety, delusion and grief.

The purpose of busmess has always been to gener-

Beginning as a modest tool room for the engineering in-
dustry in Ghaziabad, today we have achieved a dominant

position in the Indian machine tool industry: Our entre-

- preneurial drive coupled with our vision set ambitious
targets for growth and we pursued bold strategies, but at
all times we were conscious of the fact that growth is the

end result of actions taken, of ‘processes’ and ‘systems’
based on principles or ‘core values’. There were many
occasions when the easy way out seemed rationally jus-
tified but as a business organisation. '
be guided strictly by the core values and the principles of
ethics in business, walkmg the talk when our very sur-
vival was dependent on conformance to convement ac-
tion.

Followmg are the gurdmg prmclples of Micromatic Grind-
ing Technologres (MGT) with respect to ethics in busi-
ness, which amount to a movement involving over 200
people wnthm the orgamsatmn and 1000 persons in our
assocxate companies. . :

‘ About Ethics

‘Ethics mcludes rdeas And moral beliefs that mﬂuence the

behaviour, conviction, attrtudes and phllosophy of life,
including the working life of an individual or group of
people and therefore an organisation. Ethrcs refers to in-.
dlvndual and collectrve moral awareness

Four dtfferent factors account for ethrcal decnsron-mak- -
ing processes in an organisation —cultural - . environ-

ment, industry environment, organisational environment

and individual factors (values and amtudes)

Generally we understand etl'ncs with respect to something
‘external’, or how we deal with outside. agencies such as

the income tax/sales tax/customs departments. However,

these ‘external ethics’ cannot be very sound unless we

%
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" have sound ‘internal ethics’ to start with i.e. how we deal
with our own employees. If we do not have right ethical
policies established within the organisation, ethical
behaviour outside will not follow.

Ethics at MGT

At the foundation of the core -values of MGT is the com-
mitment to ethical business practices with a people focus.
(Exhibit 1 shows. the MGT business model w:th its core
values.)

Typically in today’s world there is a tendency to get caught
up with the superstructures ignoring the foundations on
which the superstructures are built. The basic ethical prin-
ciples on which we have tried to build the culture of the
organisation are honesty, integrity, trust, equity, fairness
and justice.

Honesty in Operations

In the formative years we had to face many moral and
ethical predicaments which haunt us even today—
.whether to give a few hundred rupees to get our applica-
tion for power connection processed, or some money to

- non-bailable warrant was issued against us on one occa-

sion for a small mistake, such as nc
day list’ or ‘timings of shifts’, probably at the behestof a
factory inspector: whom we ot obhged-t We per- .
sisted patiently till good . sense prévailed. There was a
delay of over 18 months in gettmg Rs 0.2 Million from the
JCCIE (Joint Chief Controller of Imports & Exports)office
for the CCS (Cash Compensatory Support) due to us for

the Rs 10 million export we made to the UK and the US in
0. We ‘made numerous representations, many times

tdisplaying the ‘holi-

'personally. to let all officials concerned know of our prin-

cipled stand. Many people told us that we were impracti-
cal and foolish to let such a large amount be delayed
while paying 24% interest on the overdraft to the banks.
But we persevered. However our strong belief in our val-
ues and practices has seen us through.

Honesty in the financial working of the company, our in-
sistence on scrupulously maintaining only one set of ac-
counts and our accountability in all financial matters has
enabled us to win the trust of our employees as well as
that of all the professional middle men like our auditors,
income tax/sales tax consultants, import/export forward-
ing and clearing agents, and so on. Such an atmosphere

the Inspector to get the goods cleared for dispatch. A

About Mlcromatlc Grmdmg Technologles

{In 1973, two engineer entrepreneurs, V S Goindi and the author N K
Dhand, setup a partnershlp firm, Micromatic Machines, as a modest
tool roomflob-shop forthe engineering |ndustry at Ghaziabad. Their aim
was to get into the manufactunng of precision machine tools and the
first precision cylindrical grinding machine was produced in Nov 1977.
At the International Machine Tool Exhibition, 1979, at Mumbai their cylin-
drical grmder won two first prizes, one for the best design (CMTI/PMT
Trust Award) andthe other for best product (FIE Foundation). In 1995, the
company gotthe l809001 standards certmcatlon fromTUV, Germany

The company s product range expanded over the years to cover arange
of hlgh-tech cylindrical grlnders a steady growth was achieved through
domestic market share, registering a turnover of Rs 24 million in 1990.
In 1980, the company split vertically ~ into Parishudh Machine Pvt Ltd
and what is now Micromatic Grinding Technologles Lid, to allow each
company to grow in its chosen line and manner. All the resources and
assets of the company, includmg manpower, were equally lelded and
both companies have grown since separatlon

Although the basic business philosophy was well established over the
17-year period from 1973.to 1990, it had to withstand the acid test of
division, besides the onslaught of liberalisation and new market forces
“since 1990. The' greatest challenge then was how to successfully har-
monise the induction of 85 hew people in 1991 with the oider 100 em-
ployees, without deviating from the established ethics and norms. This
has been done fairly successfully, as evidenced by the eight times In-
crease in turnover between 1990 and1998 ,

There are totally five compames |n the group now; Ace Designers, Ace
M: uring System, and Pragatl Engmeerlng, Bangalore, besides MGT

bad and the fufth Mlcromatlc Machme Tools, the joint market-
ing company .

' p}assedd _vim

of trust will help an organisation
through financial difficulties without the
coficomitant productio rclated anxi-
eties brought on

lntegnty in.

We have always mainta ed apolicy of
free communication from top-down with
the employees. Our pracnce of convey-
ing information mformally when every-
one was’ gathered on the shop. floor,
was institutionalised in 1990 in the form
of'a ‘general meeting’ on the first Mon- .
day of every month. All the department
heads and the MD share the important-
news/developments, both inside and
outside the company. Whether it is
news about a prestigious order, or about
the postponement of payment of bo-
nus due to cash flow problems itisim-
portant that commumcatxon is dlrect as
thlS avords much of the dlStOr[lOﬂ
' when mformatlon 1s; _
"lme It also provxdes B
the vital personal touch. Of course it
puts a direct responsibility on the top
management to ‘tell it as itis’. Honesty
in all our operations and integrity in
communication has helped develop the
mutual trust between the employees
and the top management, which has
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We do not believe there should be glaring
differences between the different work areas -
in the office and have done away with the
‘carpeted and upholstered’ office even for
the CMD. The now fashionable ‘Japanese’

- ‘ style of open working office was adopted by
TECHNOLOGY ENTREPRENEURIAL CUST OMER us more than 20 years ago. The ‘Micromatic
way’ of ensuring that the gap between the
workers and the management does not wxd_en
F D F includes steps such as air-conditioning the
o R o assembly plant along with the offices (soon
¢ f ¢ after we were established in 1973, we installed
g ‘é lSJ - air coolers inside the factory shed first, be-
fore we put the same in ouroffices), and hav-
mg a common lunch room where all employ-

v W ees sxt on similar benches.’
PEQPLEFRST Profess:onallsm s Fam:ly Hier-

ETHICS IN BUSINESS

archy

TOTAL ETHICAL MANAGEMENT (T EM)

A potential area of friction in family held com-
panies, both: small and large scale, is when

the next generation takes over at the helm,

ExHhibit 1
been the key to establishing basic internal ethics.
Equity

The most important factor in our working has been to
treat every person in the company as an individual who
must be respected, irrespective of the nature of work he
does in the company. The ‘respect’ factor is not in direct
proportion to the individual’s position in the hierarchy.
Also, everyone has the right to express himself, and it is
the duty. of all seniors to listen. The person at the lowest
level, if not satisfied with his in- -charge, can go to the
- highest level and enjoys the right to be heard. In domg
. 80, a lot of problems get sorted out whxch otherwise
" would become serious gnevances

Fair Sharing of Success

Entrepreneurs often tend to forget the hard work put in ‘

by other colleagues ‘and employees Success must be
shared fairly with one’s employees Our company has main-
tained an average level of 25% of net profits to be distrib-
uted among the employees as incentive and other ben-
efits, besides the regular 20% bonus, in recognition of the
fact that proﬁts are generated through teamwork.

Clean and Balanced Working Environment

From the very beginning we have tried to maintain a bal-
ance between the working environment for factory work-
ers and ofﬁce staff, including top management, to try and
avoid creating an unhealthy dxspanty within the
-orgamsatnon

wherein the professionals who have helped
build and grow the enterprise might perceive
a glass ceiling. We have clearly announced that this will
not be our pollcy (the present Techmcal Director, who
joined the company in 1983, is the No 2 man in the
organisation and the top candidate to succeed the MD),
and this has helped keep high professional standards in
the company. Merit, performance, integrity and honesty
are the key recogmtlon parameters for career advance-
ment.

Social Justice

While it is considered the responsibility of the manage-
ment to estimate and set future goals, and harness the
necessary resources to achieve them, often in small-scale
organisations little thought is given to estimate the social '
needs of the manpower engaged in achieving these tar-
gets.

The industrial workers in North India, who are mbstly first

. generation rural migrants from a poor/lower class/caste

background, find it difficult to cope with the problems of
an urban environment, such as proper and timely medical
aid, ration cards, school admissions and housing, which
the staff and management are better equipped to cope

.with. The resulting frustrations add to the general unrest '
~ and the worker-management divide. While it is not pos-
‘sible for an organisation to solve all its workers’ problems »

it can show genuine interest in these problems, guide
‘them towards possible solutions and help them finan-

cially, whenever possible, by well thought-out seheme

Some of the welfare schemes that we initiated (it must be !
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come as ‘demands’ by the
scheme forall employees,
e ,Ehplo}*ees "S_iate_lnsur-
v ifacrlxtles are extremely poor in
le and marriage loans; low in-

en and technicians in the teams that
chine Tool Exhrbmons, and op-
( 'mobllrty of all employees We

become askilled
pe oss ly an mspector ora
service engmeer Such mobxlrty was also a necessity for
us, as skilled: manpower. in machine-tool building is just
not available in our region. The end result has been very
satisfying, both for the workers and the company.  The
employees look forward to the different opportunities that
come their way, and the enthusiasm and motivation thus
generited has been a very important factor in the con-
tinuous growth achreved by the company.

Training is 1mperat1ve for continual reinforcement of the
messages of the orgamsatron As part of our induction
programme all new employees are familiarised with the
Total Ethical Management (TEM) process of the com-
pany. Itis explamed to all new recruits that business eth-

. loans to all employees on a seniority ba- -

ics are pro-proﬁt because the m onfidence induced
by it reduces costs. Wha thics in business
would be a five-way test; Th s th,at'one has to
answer are: Is it the. truth Vs it ~fa1r to all concerned? will
it build goodwill and better fnendslup" Will it be benefi-
cial to all concerned? Does lt v1sualrse a win-win situation

for all"

To pay back to socrety what we felt we owed the M G Lok
Kalyan Trust was formed in 1990, anda cenam percent-
age of the proﬁts is allocated to the Trust each year. The
Trust is dedicated to the educational, health and medi-
care needs of the less. pnvrleged A permanent annual
grant of Rs.0.1 million: hasbeenpledgedtoa well-known
voluntary social-work organisation in Ghazrabad ‘Gram
Niyojan Kendra’, which is working for women and chil-
dren in the slums and vrllages in and around Ghaziabad.
The company also participates in local S omng actxvmes
by prov:dmg facnlmes and stij ‘Toc: ‘

In the ultimate analysrs all tha ctised ¢
be appreciated unless our, ente successful and
profitable. On that yardstxck we ha consrstent y.main-
tained better than average mdustry specrﬁc prof fitability
and growth. Witha personal investment of only Rs 25,000
in 1973, the company now has a share capital and reserve
base of over Rs 60 million and a gross block (fixed assets)
of Rs 120 million as per the 2002 balance sheet.
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