
Emperor International Journal of Finance and Management Research ISSN: 2395-5929 

 

Mayas Publication                                                                                           20 
 

RETAINING ORGANIZATIONAL DEVELOPMENT 

THROUGH CORPORATE GOVERNANCE 

 
EIJFMR 

 

Dec-15
th 2018 

www.eijfmr.com 

                

R. Swaminathan 
Assistant Professor, 

Department of Commerce and 

Management Studies, 
SASTRA University, SRC, 

Kumbakonam 

Received  : 14
th

  November   2018                                                                                             

Accepted  : 29
th

  November  2018 

Published : 15
th 

 Decmber  2018 

Reviewer  : Dr.S.R.Keshava 

Dr.Vijaya 

ABSTRACT 

     Certain change aspects have deeply affected the business environment and also 

influences on Corporate Governance and their business ethical standards. In this paper 

some prominent factors of ethical & unethical standards are highlighted and put forth from 

a business ethical perspective. In this paper certain timid details from these trends are 

clarified. The various factors and the unethical activities are discussed with the corporate 

companies as very much noted examples. The paper critically examines some core 

proponents of classical standards. This paper discusses corporate governance issues from a 

compliance viewpoint. It makes a distinction between unethical and ethical compliance and 

shows that the former has clearly proven to be inadequate as it lacks the moral firepower to 

restore confidence and the ability to build trust. The concepts of freedom of indifference and 

freedom for excellence provide a theoretical basis for explaining why legal compliance 

mechanisms are insufficient in dealing with fraudulent practices and may not be addressing 

the real and fundamental issues that inspire ethical behavior. Ethical compliance 

mechanisms are addressed from a virtue ethics perspective, in particular, the role of the 

cardinal virtues in governance is discussed. The tendency to overemphasize legal 

compliance mechanisms may result in an attempt to substitute “accountability” for 

“responsibility” and may also result in an attempt to legislate morality. The focus of the 

virtues in governance is to establish a series of practical responses which depend on the 

consistent application of core values and principles as well as commitment to ethical 

business practice 
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INTRODUCTION 

     It is widely accentuated that globally business is adopting and following the Classic 

Concept of Corporate Governance. It has come to be recognized that to be a successful 

Business entity, every company needs to attract and protect all stakeholders, be it 

shareholders, Creditors, society, employees, internal customers, external customers, 

suppliers and the environment in and around the company. Global capital investors feel 

comfortable in an environment where the fundamentals of Corporate Governance are best 

protected and practiced. Business stands to benefit by adopting systems that bolster Stake 

holder‟s trust through transparency, accountability and fairness. With increasing 

interdependence and free trade among countries and citizens across the globe, good 

Corporate Governance is of inevitable for companies seeking to distinguish and position 
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themselves differently in the global environment. Practicing ethical business practices 

simply refers to adopting and practicing good Corporate Governance. The attitude to 

practice good business practices could be well evidenced basically by the mission and vision 

of an organization. Knowing the importance of adhering to the best business practices to 

reap the fruit of success, some of the ethical practices need to be practiced and being 

followed by the well-known Business and some of the unethical business practices 

necessarily to be avoided to become successful are discussed in this paper. 

CORPORATE GOVERNANCE 

    From the academic viewpoint, Corporate Governance is seen as one that addresses “the 

agency problems that result from the separation of ownership and control”. As per this view, 

Corporate Governance would focus on: The internal structure and rules of the board of 

Directors; the creation of independent audit committees; rules for disclosure of information 

to shareholders and creditors; and, control of the management. For example, L&T Finance 

Holdings Limited, Mumbai got Golden Peacock Excellence in Corporate Governance 

(GPAECG)  because of their market operations and service. 

     A recent academic survey of Corporate Governance defined it as; “Corporate 

Governance deals with the ways in which suppliers of finance to corporations assure 

themselves of getting a return on their investment. How do the suppliers of finance get 

managers to return some of the profits to them? How do they make sure that managers do 

not steal the capital they supply or invest it in bad projects? How do suppliers of finance 

control managers?” 

From this point of view, Corporate Governance tends to focus on a simple model: 

1. Shareholders elect directors who represent them. 

2. Directors vote on key matters and adopt the majority decision. 

3. Decisions are made in a transparent manner so that shareholders and others can hold 

directors accountable. 

4. The company adopts accounting standards to generate the information necessary for 

directors, investors and other stakeholders to make decisions. 

5. The company‟s policies and practices adhere to applicable national, state and local laws. 

Figure 1:  
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ETHICAL MODEL FOR GOOD CORPORATE GOVERNANCE 

FIGURE 2 

 

ETHICAL PRACTICES 

     Ethical practices do not specifically address every potential form of unacceptable 

conduct, and it is expected that the Board of Directors and top management of the company 

will exercise good judgment in compliance with the principles set out in this Code. The 

Board Members & Senior Management of the company has a duty to avoid any 

circumstance that would violate the ethical practices. The following are some of the valuable 

ethical practices; every responsible and efficient Business should follow in relation to Good 

Corporate Governance: 

 Fair Dealing: The Board Members & top Management of the Company shall deal 

with others in a fair manner and ensure “Respect for every Individual”. Non-

compliance would attract disciplinary action. 

 Compliance with Laws, Rules and Regulations: any activity undertaken in the 

name of a company that would violate the laws of the concerned country is strictly 

prohibited. Particular attention is directed to the Laws, rules and regulations 

relating to discrimination, securities, EEO, antitrust, civil rights, transactions with 

foreign officials, safety and the environment. If any uncertainty arises as to whether 

a course of action is within the letter and spirit of the law, advice should be 

obtained from the Managing Director of the Company. 

 Protection and Proper use of company resources: The Board Members & 

Management of the Company are prohibited from using Company assets, 

confidential information or position for personal gain. The Company resources 

should be used only for the legitimate business purposes of the Company. 

 Discrimination and Harassment: The Company is committed to providing a 

workplace free of discrimination and harassment based on race, color, religion, age, 

gender, national origin, disability or any other biases. It would be the Endeavour of 

every Board Member and Senior Management of the Company to see that the work 

place is free from such discrimination and harassment. If any Officer or Associate 
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is discriminated against, he/she may lodge a complaint of discrimination or 

harassment to the Managing Director of the Company. 

 Political Contributions: Business funds, credit, property or services shall not be 

used, directly or indirectly, to support any political party or candidate for public 

office, or to support or oppose any ballot measure, without the prior approval of the 

Board of Directors of the Company. But at the same time, it is a point worth noting 

that carrying out the activities in the nature of lobbying that help the company to 

maintain cordial relationship with the lawmakers is encouraged. Lobbying is in the 

top of other activities to be carried out by the personnel of Public relations 

department. 

 Accounting and Reporting: All the Board Members and Officers in top 

Management of the Company are expected to follow the Company‟s Accounting 

Policies. All accounting records should accurately reflect and describe Business 

transactions. The recordation of such data must not be falsified or altered in any 

way to conceal or distort assets, liabilities, revenues, expenses or the nature of the 

activity. All public disclosures made by the Company, including disclosures in 

reports and documents filed with or submitted to the Statutory Authorities shall be 

accurate and complete in all material respects. All the Board Members & officers in 

senior Management are expected to carefully consider all inquiries from the 

company related to the disclosure requirements and promptly supply complete and 

accurate responses. 

 Gifts and Other Benefits: No Board Member & Management of the Company or 

member of his or her immediate family, shall (directly or indirectly) solicit, accept 

or retain any gift, entertainment, trip, discount, service, or other benefit from any 

organization or person doing business or competing with the Company, other than 

(i) modest gifts or entertainment as part of normal business courtesy and hospitality 

that would not influence, and would not reasonably appear to be capable of 

influencing, such person to act in any manner not in the best interest of the 

Company or (ii) acceptance of a nominal benefit that has been disclosed to the 

Company. 

 Confidentiality: All confidential information concerning the company is the 

property of the company and must be protected. Confidential information includes 

all non-public information that might be of use to competitors, or harmful to the 

Company or its customers, if disclosed. The employee concerned must maintain the 

confidentiality of such information entrusted to him/ her by the Company, its 

customers and its suppliers, except when the Company authorizes disclosure or 

required by law. Examples of confidential information include, but are not limited 

to: the Company‟s trade secrets; business trends and projections; information about 

financial performance; new product or marketing plans; research and development 

ideas or information; manufacturing processes; information about potential 

acquisitions, divestitures and investments; stock splits, public or private securities 

offerings or changes in dividend policies or amounts; significant personnel 

changes; and the acquisition, loss or changes of or to existing or potential major 

contracts, orders, suppliers, customers or finance sources. 
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 Strategic recruitment and selection Recruitment: Selection of employees at any 

level of management in a company should be done considering the Mission and 

strategic business objectives of the company. At present globally, companies are 

striving to gain competitive advantage by appointing and retaining Quality 

workforce. When the employees are selected on line with the requirements of the 

strategic business objectives, the crucial problem of high labor turnover could be 

eliminated considerably. It would certainly facilitate the prosperity of an 

organization. For example, a company claims itself as a leader in a particular 

product market should certainly attract and select the best human resource that 

would support the company to continue to be the leader. When a company fails to 

attract and select the potential human resource, possessed with the required skills 

and capabilities to achieve the Business objectives of the company, even the 

survival of the company becomes questionable. Companies like Infosys attracts the 

best and appropriate human resource by promising good emoluments, conducive 

working environment and suitable plans for the career development. Infosys 

attracts human resource from the global labor market, not just from India. Strategic 

selection of suitable human resource is the core aspect behind the successful and 

fast growth of companies namely, Infosys, Hewlett and Packard and Dell 

computers. 

 Provision of Conducive working environment: It is a must to provide a suitable 

and good working environment for the employees to work productively. 

Companies like Tata steel, Dell Computers and Infosys very strongly believe that 

provision of a good working environment helps employees to perform better and 

arrive at job satisfaction. Naturally the satisfied employees tend to have job 

involvement as well as organization involvement. Moreover the good working 

environment is a non-personal communication tool that facilitates building good 

image in the minds of the stakeholders who get exposed to such environment. 

Therefore, the investment in the creation of a good working environment is said to 

be an investment on the non-personal communication tool that promotes positive 

image. 

 Integrated Communication: It is believed that one-core contributory for the 

success of any organization is “Integrated Communication”. It means that everyone 

let him or her be an employee or someone from outside carry out the company‟s 

activities should speak ONE LANGUAGE. It is important that everyone represents 

the company to its stakeholders should have a good knowledge about the 

company‟s policies, procedures, activities, etc and speak the same without any 

deviation that would facilitate building good image for the company in the minds of 

all its stakeholders. SAS- Scandinavian Airlines Systems has identified every 

meeting by its employees or people represent the organization with all its 

stakeholders as an opportunity to promote the organization and every meeting is 

described as “Moments of Truth”. Failing to adhere to Integrated Communication 

leads an organization to leave the stakeholders with a confused positioning or 

image about the organization. 
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UNETHICAL PRACTICES 

     Unethical practices can be defined as the practices, which are against the public policy, 

welfare, immoral or unlawful or illegal. These practices should not be encouraged in the 

organizations as they would affect morality of the working environment. They should be 

forbidden, as they would create an unhealthy atmosphere in which people can‟t live a 

normal and satisfactory life. Some of the unethical practices, which prevail in the 

organizations, are asfollows: 

    Bribery :It is the use of power unduly to achieve one‟s own personal goal. Bribes create a 

conflict of interest between the person receiving bribe and the organization. This practice 

results in conflict between personal goal and organizational goal and it is found that the 

personal goal dominates here since the person wants to have illegal consideration at the cost 

of the organizations‟ image. Bribery undermines market efficiency and predictability, thus 

ultimately denying people their right to the minimal standard of living. “Bribery does more 

that destroys predictability; it undermines the essential social and economic system”. 

According to the L&T, its business policy goes thus “all marketing personnel will adhere to 

the highest standard of personal and Business integrity and thereby maintain and promote 

our reputation as an outstanding company with which to do business”. 

    Coercion: It is an act of threatening (or) threatening to commit any act, which is 

forbidden by law. When people discharge their responsibilities if things do not materialize 

according to their expectations, the higher authorities may threaten their subordinates in 

order to achieve what they want to achieve rather then what is required to be achieved. It 

includes the activities like blackmailing or arm-twisting of an individual in the organization. 

Ex: the Tylenol tampering case of Johnson and Johnson was done with an intention of 

damaging the image of the company. 

     Undue Influence: It refers to the situation where one person is said to be in a dominant 

position over the other person. This happens when the higher authorities misuse power on 

subordinates. Ex: The following relationships in the organization are said to be of having 

undue influence:  Manager-Subordinate; Directors-Managers; Proprietor – Employees. 

     Insider Trading: It is a method of misuse of position where the employee at level of 

management leaks out the confidential information to the outsiders or other insiders, which 

spoils the image, or reputation of the company. Insider Trading is done when the employees 

trade the secret and confidential matters.  

     Tax Evasion: Many large corporations hire the services of the professional tax 

consultants to take the advantages of loopholes in the law and evade taxes to the maximum 

extent possible. The main reason that causes this activity is the higher tax rates. Ex. Vyas, a 

tax consultant says that JRD Tata never entered into a debate over tax avoidance, which was 

permissible. 

     Conflicts of interests: When personal goals and organizational goals clash, this problem 

arises. When people in the organization start giving more importance to the personal goals 

rather than the organizational goals .This conflicting interest leads to taking decisions 

against the will of the employer. Ethics includes Gratitude, Loyalty and Affection. This 

problem could be minimized when every employee is considered as an asset of the 

organization and allow the employees grow along with the organization.  
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    Pollution: Most of the pollutions are created by Industries. Pollution can be classified into 

Air, Water, Soil, Marine, Noise, Thermal and Nuclear Pollutions. Pollution is the effect of 

undesirable changes in our surroundings that have harmful effects on plants, animals and 

human beings. This occurs when only short term economic gains are made at the cost of 

long term ecological benefits for humanity. During the last few decades, air and water have 

been contaminated and land on which life itself depends with a variety of waste products. 

This is possible only when organizations take this as a social responsibility. 

     Unfair dealing and discrimination: As equality and fair treatment are required to be 

exercised for the maximum benefits of the employees, those who show partiality are to be 

seriously dealt with. Unfair dealing and discrimination would certainly lead to groupism and 

frustration among the employees, which will spoil the conducive working climate and 

eventually leads to unnecessary tension.  

     Improper accounting practices: The auditor when signs the accounting statements of a 

business enterprise, certifies that according to the belief and understanding, the statements 

are true and fair, which give correct information. How far it is genuine is a matter of 

question to be raised. There are chances for the top-level management to provide incorrect 

information to the auditor. It is the moral responsibility of the auditor to find out such 

incorrect information provided by the people inside the Organization and correct them 

before he certifies in order to protect the interest of the various stakeholders associated with 

the organization. 

NECESSITIES FOR BUSINESSES TO ACT ETHICALLY 

There are number of reasons given below that justify why businesses should act ethically: 

 To protect its own image. 

 To protect the interests of the business community in which the organization is also 

a member. 

 To keep the business involved for the commitment to the society to act ethically. 

“If there is no involvement, there is no commitment”. – Dr. Steven Covey 

 To meet the stakeholders‟ expectations. For example, for the Consumers – quality 

products at low cost; for the Investors – ensuring fair and profitable return on the 

investment, 

 To build trust with key stakeholder groups, 

 To protect the Organization from abuse of the unethical employees and 

competitors, 

 To create an environment in which workers can act in ways consistent with the 

organizational values, 

 To ensure the growth and future of the organization. 

 To act as an agent of social change (being as a Good Business role model). 

Additionally, an organization has to be ethical in its behavior because it has to exist in the 

competitive world. A number of reasons could be found for being ethical in behavior, few of 

them are;  

 Values give management credibility with its employees. Only perceived moral 

rectitude and social concern bring employee respect, 

 Values help in better decision making, 



Emperor International Journal of Finance and Management Research ISSN: 2395-5929 

 

Mayas Publication                                                                                           27 
 

 Hard decisions, which have been studied from both, ethical and economic 

perspectives, are more difficult to make, but they will stand up against all odds. 

   Ethics within organizations is a must, as only then, that can be conveyed through the 

activities they perform. Intangible is the nucleus to any substance in the tangible field. It 

triggers the collision between a substance both to create and act upon the Quality identified 

to the substance. Intangible has two planets revolving – 1. Ethical Responsibility and 2. 

Fiscal Responsibility. Ethical Responsibility is a standalone planet and it is the domain of 

the People. The other one is Fiscal Responsibility that has four Moons: i. Technology, ii. 

Managerial Force, iii. Operational Force and iv. Finance. The last one has a moon revolving 

it which is Balance Sheet. 

    Intangible is the most powerful antiparticle that makes a substance as well makes it work. 

A substance when yoked with another retains its independence but performs its duty. That 

duty is defined as Responsibility by each of the four moons of the planet Fiscal 

Responsibility.In Corporate functioning when a goal is set the goal must have a 

responsibility assigned to each of the five – note five – entities of Intangible. Otherwise is 

not worth setting a goal. Anything outside the gamut of Ethical Responsibility is Fiscal. 

Ethical Responsibility is the owner and Fiscal the Trustee. In every step of reaching towards 

accomplishment of a goal Ethical Responsibility‟s Quality statement must be complied with.    

These are the threshold values. „Free enterprise is an expression of freedom, whereas Ethical 

Responsibility is an expression of liberty, that threshold values emanate to bridge Ethical 

and Fiscal Responsibility.‟ A BP or Lehman Bros or various instruments floated without 

defining the Ethical Responsibility would most likely end up in disaster. 

Measuring Governance 

    Infinite numbers of blocks set upon one over the other have identical process of creation 

and action. Each is independent, has independent quality but has identical way of 

transforming from nothingness to a substance and having formed a substance the Action 

Process. Each is related to its own Quality but each layer added in both the processes in 

typically the same manner. The layer that gets added is the result of intangible triggering the 

collision. 

CONCLUSION 

      The need for corporate governance has arisen because of the increasing concern about 

the non-compliance of standards of financial reporting and accountability by boards of 

directors and management of corporate inflicting heavy losses on investors. The collapse of 

international giants likes Enron, World Com of the US and Xerox of Japan are said to be due 

to the absence of good corporate governance and corrupt practices adopted by management 

of these companies and their financial consulting firms. The failures of these multinational 

giants bring out the importance of good corporate governance structure making clear the 

distinction of power between the Board of Directors and the management which can lead to 

appropriate governance processes and procedures under which management is free to 

manage and board of directors is free to monitor and give policy directions. 
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