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Scction A : Basic Concepts (30 Marks)

= This scction consists of questions with serial number 1 - 30.
e Answer all questions.

e Each question carries onc mark.

o Maximum time for answering Seetion A is 30 Minutes.

1. Corporations eperating at which of the following levels of ethical consciousness, seck 1o achieve
social objectives like promotion of community health prograns, participation in job creation and
giving cployment to handicapped people along with the financial success of the company?

(a)y  Anything for proli
(b)y  Stakcholder concem
(e)  Cormporate citivenship
() Proft-maximization in the short-term
()] Profit-maximization in the long-lerm.

2 One of the statements holds true, since ethics, is classified as a normative science. Identily it.

ta)  Ittells a person what he/she is compelled to do ™

(b)  Tutetls a person what Taw requires himdher to do *°

i) [t tetls a person what hefshe is oughlt 1o do -

(d)  Letedls a person what everybody does ™

(¢} It tells a person what hedshe should be obliged 10 do. -»

3. Which of the following cthical situations arises, in cascs like corporate acquisitions, marketing,
pursenned policies, capiial investments etc?

(a)  Owerl
Y Convert
(c)  Secparatist
(dy lledonist
(Y Lxphal

4, A legal company conducts its business with the help of representatives seleeted by shareholders who
arc relerred (o as “dircetors’. A person with which ot the following disqualification(s) cannot be
appointed as a director?

i. H he is insolvent.
11, I he does not have good interpersonal skills.
L I he has been convieted by court for moral turpitude.
(a)  Only (1) above
(by  Only (1) above
(c)  Only (1) above
£y Both {1y and (1) above
() Both (I and (1H) above.
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5 With a [ocus on better environment, companics nowadays adopt several green initiatives. Which of
the following aims at encouraping employces 10 express their concern about environmental issues”?

{a)  Green community #
{(b)  Gireen counscling
C(©)  Environmental campaigning
(d)  Greentourism
(¢)  Green socicty,

6. Which of the following theories judge the cthical nature of an organization based on the “espouscd

values™ and “valucs in practice’?

L. Theory of corporate moral excellence.
(1. Ethics and stakcholders theory.
L. Lthies and corporate governance.

fa)  Only (1) above

(b)  Onlv (1) above

fc)  Only (HI) above

{(dy  Both (I) and {I}) ahove
(¢} Both (I} and (L) above.

74 According to the enlightenment matrix, a company that reflects low self-interest and low philanthropy

15 involved in

(a)  Pure philanthropy

(b)  Social responsibility

{¢)  Cause-rclated marketing -7
(dy  Lnlightened seli-interest
(¢y  Utihitananism. »

8. Which of the following financial frauds, committed while preparing linancial statements. can be
deteeted by comparing financial statements over a period of time, examining unusual journal enirices,

venlying supporting sales documents and unusual sales transactions?

Aa)  bletitious revenues

(b)Y  Fraudulent timing dilferences

(¢} Concealed labilities and expenses
(d)  Fraudulent assct evaluations

{¢)  Fraudulent disciosures or omissions,

9, At the workplace, the *Believe approach is used (o

{ar  Listablish moral intent

(by  Urain employees to deal with cthical dilemmas

(¢)  Judge the decision based on certain moral principles

(d)  Analyze the {aets 1o determine the most appropriate moral values
(¢} Identify the stakcholders who will be affected by (he decision.
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1L Which ol the following is a consistent set of universal rules that are widely published, eencrally
accepted and usuatly enforced?

(a}  Moral standards

{hy  DBusiness cthics

{¢) Corporate credos
A(dy Law

(v} Comphance codes.

11.  Which ol the lollowing statements is true with regard to “coercion’, an act exhibiting unethical
behavior in business?

7 (a)~+ Application ol coercion leads to customers choosing goods, which they would not have chosen.

had they got an aceess W aceurate information
A(b) ~ Application of cocreion decreases the level of effective competition and results in fewer
resources being atlocated 1o the production of goods
(¢} . Application of coercion can never take the form of loree

., {d) =+ Application ol cocreion induces the decision maker to choose an alternative that may bring him
some personal gain bul which may not be the best alterative

w2 () 7 Application of coercion distorts the market system as its cost will be built in the project cost.

12, Organizations perform a number ol tasks or tunctions in a society. The tasks which help in citsuring
the normitt tlow of communication in sociely are referred to as

(a)  PFinancial tasks

(hy  Lconomic and production tasks
C{ey  Maintenance lasks

{d) Political tasks

(¢) Adapltive tasks,

13.  Which of the following unethical practice(s) can be resorted to when a “management buyout’ i
altempted?

[. % Management nay leak confidential information {or its benefit duning the buyout.

.+ Management may stall the buyout attempt in the hope that another more tavorable company
will try to lake them over,

B Management may attempl to bring down the share price and buyout the company at » cheaper
price.

1V, Managenent may promolc its own interests at the time of biding.

() Only (1) above

(b Both () and (1D above

() Both (1) and {111} above
() Both I and (1V) above

fey (DI and (1Y) above.

4. Which of the following is not a pre-requisite for a moral principle to be accepted?

fa) It should be preseriptive

(by It should be applicable universally

(¢} It should presuppose social interaction
(d) It should possess practicability

¢y Itshould be lepally implementable.
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15.  Which ofthe {ollowing is a characteristic of a nominee director?

{0y Performing a dual role as a member ol the board of directors and as an executive in the
organization
{(h)  Not holding an exccutive position in the organization
() Being appointed by major sharcholders or financial institutions
()  Acting as a substitute in the absence of an original dircctor
(v) Influencing the decisions ol the board without being formally present on the board.

16.  One of the following is a common factor among the concepts of TOM 'I'echnique, ISO-4000
Certifications and Six Sigma Mceasure. 1dentity it.

(a)  All the three come under cost opiimizing measures of the organization
by Allthe three are quality troprovement initiatives of the organization
(¢} Allthe three generate returns in a very short period of time

(Y All the three are graded measures

{¢)  Allthe three cannot be measured quantitatively.

17. A fireworks lactory al Sivakasi in Tamil Nadu is a major employer in that arca and also an camer of
forcign exchange in the country. However, the lactory is being accused of adopting an uncthical
practice of employing underage children. This has led w a ban being imposed on the products
produced by the factory, in many countrics. The operations manager of the factory has taken a
decision to avoid criploving children below 14 years of age. In this regard, application of which of
the following factors does help in terming the decision ol the operations manager cthical”?

(a)  Probability ol cflect

{(by  Magmitude of consequence
A{c)  Social agreement

{d)  Concentration of effect

(¢} Proximity.

i8.  Which ol the {ollowing isfare not true regarding (he characteristics of ethical decisions in businesses?

[ Fthical decisions do not have a unique solution.

I .. Consequences ol most unethical decisions are always obvious in nature.
1L~ Fthicat decisions result {from situations (hat are beyond one’s control.
V. - Lthicalfuncthical decisions have wide ramifications.

() Only (D above

(by Oy {1 above

(¢ Both (1) and (1V) above
{(d)  Both (D and {11 above
(€) (1D, (11D and {IV) above.
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19,

20,

21.

22,

SM Inlrastructure Consortium India Limited has started its activities in Dubai recently. All the
exeeutives who were sent from the Indian branches to Dubai were given special culture training. The
executives were told that being on time for the meeting is considered bad manners in Dubai and that it
would imply over cagerness, thereby creating a bad impression. This type of training given o the
employees of SM Intrastructure Consortium India Limited, so that they can get adapted (o the norms
of a place easily, can be classified under which of the (ollowing principles of cthical approach to
strategic management?

(a) Consequentialism

40y Cultural relativisim

(¢)  Culwral ¢change

(d}y  Ethical subjcctivism

(¢)  Virtug ethics, -7

By goig global, companics reduce their sourcing and distribution costs besides availing several other
beneflits. Which ol the following does not constitute a valid reason for the companics to go globat?

(a)  lower wage raies

(b}  Reduced transportation costs
{c)  Saturation of local market

d)  Independent governance by forcign admimistrators

() Recession in domestic market.

Samyukia Mills adopts the practice of buying raw malerials belorchand in order to meet [uture
requirements with the objective ol producing goods and marketing them at a higher price when there
is a shortage of raw materials, This practice adopted by Samyukta Mills can be termied uncthical on
the grounds of

{a}  DIxpensive procurcment
(b}  Discrimination and favoritism

¢y lorward buying

{(d)  Backward buying
{¢}  Deceivinge supphiers.

Merck, one of the biggest pharma companies, sulfered losses as 10 was [oreed o withdraw Grom the
market its famous arthritis drug, Vioxx. Soon, the company faced a number of suits in the count off
law, stock had gone down by 40% and to worsen the situation, it started receiving takeover threats. To
counler the threats ol takcovers, Merck declared bonuses, stock payments and additionad payments
worth (hree times their annual salanes to s 230 senior executives. This strategy adopted by the
management ol Merek can be termed as

(ay  Powonpills
{(by  Greenmual

Ay Golden parachute

(d)  Pcople pit!
{¢)  Sandbag.
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In PMCC Investments Limited, the members ol the board have heen appointed by the sharcholders
and banks. The president, Mr. Kingsley was also appointed through a consensus between sharcholders
and banks. The management personnel have also been nominated by the banks. Which of the
following corporate governance models is being adopted by PMCC Investments 1.imited?

(W) Anglo-American model
(b}  Germian model

(¢} Japanese model

(d)  Indian model

{¢)  Russian model.

Which ol the [ollowing is not a rational assumption (hat managers make to justify their behavior in
resolving ethical dilermmas?

{a} ++ Their actions are within reasonable ethical and legal limits and henee are not itlegal or unethical

(b)«x Their actions are aimed at the individuals or corporation”s best interest

(€} 4 Their actions will not be disclosed or published and hence there is no danger (o them or their
L company

(d) ¢ They will be protected by their company

.4¢y  They will be protected by thetr community,

Under which ol the lollowing board structures is high importance given to both interpersonal relations
among directors and elfective dectsion-making?

(¢)  Rubber stamp board

(b}  Representative board

{c)  Country club board

(dy  Professional board

(¢)  Two-tier board.

‘The board of dircetors ol Tata Tea and its management had a series of discussions, belore the board
proposed the leveraged buyout of Tetley Tea, UK. Discussions were to decide about the changes. if
any, to be brought about n the structure of Tata (o achieve the growth aspirations ol the company.
The board. 1n this case is said 1o be discharging its role al which of the following levels of stratcgy
development?

{a)  Systematic level straleoy

~(h)  Structural and portfolio strategy

(€} Implementation strategy
(d)  Policy making strategy
(¢l Supervisory strategy.

M/S Fair Lid, is engaged in the trading of wholesale grocerics and Good Lid., is a retailer in the same
fine ol business. I one of the transactions of purchase of whole wheat flour from bFair Lid., Good
Lid. elaimed that the quality of the wheat flour supplicd was lacking the standard nonms and later an
inspoction proved the Tact; wheat {lour supplicd had 10%, of chalk powder mixed as an ingredient.
which afTected its quality. Good Ltd., can call such an act of Fair [id., as

() Morat

{b)  Immoral

(c) Anorat

td) - Unprincipled
(¢)  Dishonorable.
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28, "We should (reat others the same way as we want others o treat us™ is the statement laid down by
which of the tollowing theorics ol cthics?

()  Mdtacthics
4bB) Normative cthics
() Applied ethics
(d)  Mctaphysical cthics
{c}y  DPsychological cthics.

29, Which of the following statements is not true in the context of the Information ‘Technology Act,
20007

{a} «, It provides for the legal infrastructure lor electronic commeree in india

)] \( [t recognizes digital signatures

(¢} ~ It provides For the legal framework for the authentication of electronic records

(d) "~ [ provides Tepal sanciity w all the activities carried on in clecironic mode

(¢} . It pives no recognition 1o the communication of the acceptance ol a contract in the electronie mode.

30, Growmg scale of corporations and their style of Tunctiomng have raised many new issues that muost be
addressed 1o, by corporate governance. Which ol the following issue(s) would come under the
cutegory of elficiency issues?

L. Ensuring reasonable returns (o the shavehalders,
1 Giving bribes.
i Giving gifis 1o potential custormers and lobbying.

(a) - Only (1) above

(b}  Only ([} above

(c)  Only ([1} above

() Both (D) and {11 above
(¢} Both (1) and (111 above,

END OF SECTION A
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Sections B&C
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Section B : Caselets (50 Marks)

» This section consists of questions with serial number T - 6.
¢ Answer all questions.

*  Marks are indicated against each question.

= Detailed explanations should form part of your answer.

¢ 1)o not spend more than 110 - 120 minutes on Section B.

Caselet 1

Answer the following questions based on the given Caselet:

L. Gap Inc’s management felt that 1t was not enough te just have guidelines; the company felt
that lor the guidelines to be effective, it was necessary to ensure that they were
mmplemented, Discuss the steps taken by Gap to ensure supplier’s compliance with the
guidelines. { 8 marks)

2. Gap Inc’s cfforts towards ethical and sustainable procurcment and being socially
responsible received several accolades, like getting placed fourth among apparel retailers in
Canadian markel lor its labor standards reporting, appearing for three consecutive years on
Fortune Magazine’s column, *America’s Most Admired Companics’ cle. To support the
glven statement, claborate on:

a. Social Responstbility Report released by Gap Ine, and the importance of its
revelations, (5 nrarks)
h. Gap Inc’s proposal for a global code of ethics in procurement - its need. { 4 marks)

Cap was tounded 10 1969 by Donald G Fisher and his wifc Doris Fisher as a store selling
Levis jeans in all available sives and colors, m San Francisco. Al the stores, jeans were
stacked according to sive and not style. To attract customers to the store, The second store
wis opened in 1970, In 1972, Gap added its own brand of clothing. By 1973, Gap was
operating through 25 stores in the US. In 1983, The Gap brand had been transformed from
Just a store 1o a line of clothing. At around the same lime, a design team also started
working at Gap to design casual and appealing clothes.

Ax Gap’'s business grew rapidly in the mid-1980s, it started procuring products from various
countrics in the world, cspeciatly in Asia and South America. (Gap’s procurement processcs
were desipned 1o distribute sourcing across several countries and the company did not
depend excessively on any one supplier. As of 2008, garments were being manufactured at
1,500 production sites in more than 50 countrics. Nonc of the supplicrs accounted for more
than 5% of the total procurement amount. The suppliers were instructed on manufacturing
clothes according to Gap’s specifications.

Crap usually buailt a long-term relationship with 10 to 20 manufacturers. It looked for
compimtes that were also extile manuflacturers in order to reduce costs and production time.
In case the companics did not have textile manufacturing capabiiitics, the cloth was sourced
from textile nills and sent o the manulacturers. Gap had enlered mto contracts with sceveral
nunufacturers around the world, o produce garments. The company was of the view that 11
wis its duty to see (o tt that these manufacturers lollowed stringent labor practices. In 1992,
Gap came out with sourcmg gindehines {code of vendor conduct) winch listed the
company’s expectations {rom the suppliers. The guidelines covered under different sections
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rules relating to compliance with laws, environment, labor, wages and benefits, health, and
safcty standards, working hours and working conditions. The manufacturer was made
responsible for implementing the guidelines. All the suppliers were required to sign a
contract o meet the expectations. According to Dan Henkle (Ilenkle), Scnior Vice
President. Social Responsibility, Gap, “We werc talking about: You must pay the minimum
Wage, you must pay overtime premiums, you must not have people work more than 60
hours a week - pretty basic things™. In 1995, 4 New York-based worker” rights group, the
National Labor Comumnittee, reported abuscs in a factory in Ll Salvador, Mandarin
Intermational factory, (rom where Gap was procuring garments. Gap then sent a few of its
employees to 11 Salvador o check. They found instances of low pay, cxcessive overtime,
preventing employees from forming a union, and other offenses at the factory. Other
companies which sourced trom the lacility stopped doing business with that factory but Gap
chose 10 continue doing business with it and to improve conditions there. Gap worked with
three NGOs and [ormed an Independent Monitoring Working Group (IMWG). which
partnered with a few civilians in the country who wanted 1o help the factory workers. Gap's
management el that it was nol enough to just have guidelines as for a majority of the
manufacturers, the puidelines were just a piece of paper and meant very little. The company
felt that for the guidelines to be effective, it was necessary to ensure that they were
implemented. For this to happen, the factory managers needed to assume ownership lor
compliance with the guidelines in their facilitics.

To address this issue, in 1996, Gap formed a Global Compliance Team that reported 1o the
sourcing department. In 1996, Gap cstablished the Code of Vendor Conduct and the Global
Compliance Team was made responsible for managing the inspection and enforcement of
the code at suppliers” factories. The Global Compliance Team’s consent was necessary [or
the approval of new suppliers. The compliance tcam consisted of Vendor Compliance
Officers {VCOs), who were responsible Tor visiting factorics, conducting inspections,
reviewing documentation, and interviewing workers to determine compliance with the
CVC Gap deeided 1o recruit VOOs locally as they could interact with the factory
authortics and suppliers better. In 2001, under Henkle’s guidance, a visien of the future
was created for social and environmental responsibility at Gap. The vision envisaged that
all parties, including vendors, factory workers and business partners play a rolc in cnsuring
that the company behaved in g socially and environmentally responsible way.

[n 2002, a rating system was established (o assess the overall level of comphance of a
particular lactory through quantifiable measures. The rating system rated the Iactories based
on the number and type of violations to the CVC, Violations in core arcas like forced labor
and child labor were taken seriously. Violations that occurred frequently in the areas of
health and safety were also a matter of consideration for the auditors. The system was
lurther improved in 2003, by revising the metrics, and cxpanding the scale. All the
violations that were noticed were given ratings  one star signified the lowest rating and
[1ve stars, the best. For example, if a factory was rated at Level 1, it meant that there were
several violations of the non core issues, that were repetitive, and that it took a long time for
the management to address them. Another factory where there were not many non-core
violations but one or two core violations were scen was also given a Level 1 rating. All the
garment manufacturers and sub-contractors were required to go through an approval process
1o be able (o supply garments o Gap. Afler receiving a request from the factorics, the
international sourcing office at Miami contaclted the Compliance Team (o evaluale the
lactory for approval. Then the required documents pertaining to the environment, labor.
social, and general practices lollowed in factories were sent by the Compliance Team to the
lactory that was sceking approval. The factory needed to sign documents to abide by the
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CVC. It also had o provide details of cach lacility to be used to produce Gap praducts, the
number of workers, and the details of their living and working facilities. Besides, it had to
agree to unrestricted access for Gap’s employees and to its facilities.

in 2003, Gap relcased its {irst Social Responsibility Report. In the report, Gap admitted that
it had also contributed to the problems by making last minutc demands on the supplicrs.
This, according to Gap, bad led the suppliers (o extend working hours and exploit their
workers, In the report, Gap said it would improve its sourcing practices and ensure that such
incidents did not recur. [n the Social Responsibility report, Gap listed all the violations it
had found throughout the world in the factorics of its suppliers. The report also specilied the
lrequeney of these violations and how it addressed them. In the report, the company
mentioned that it had stopped doing business with 136 factories which had breached Gap's
CVC and due w issues tike child labor, inadequate salety measures, insufficient access to
drinking water, verbal and physical abuse of workers, ete. This report was given an award
for unprecedented honesty in reporting on factory conditions by Business Ethics.

Gap also looked at other issues thai were significant o its business and realized that apan
from the working conditions at the suppliers’ [actories, environmental and climate change
also required its atienion. [n 2006, the social community investment team was formed. The
team looked at communitics [rom where the products were sourced and their life outside the
lactones. When Gap probed into the lives of workers at the suppliers’ factories in Si
t.anka, it found that the women working there had Lo spend @ lot of time procuring clean
potable water [or their families. Gap launched a Water & Women program, in association
with the supplier in Sri Lanka. Under the program, tube wells were dug and devices to
pump and filter water were deployed in the villages [rom where the workers hailed.

Gap's eflorts towards ethical and sustainable procurement and being soctally responsible
reccived several accolades, In 2007, Gap was placed fourth among apparel retailers in the
Canadian market by the Bthical Trading Action Group in its Transpareney Report Card, for
its labor standards reporting, For three consecutive years berween 2007 and 2009, Gap
featured on Fortune Magazme's colwnn, "America‘s Most Admired Companies™. Gap was
also among the 25 companics and individuals recognized by Time Magazine as
Responsibility Proneers in 2009,

Gap realized that some of the luctories were being subjected to several audits as they
supplicd products 1o several international companies. Henkle cited a case ol a supplier in
China who had o undergo around 98 audits in a year. In order to address this issue, Gap
proposed to have a global regulatory system 1o set and entoree rules for responsible
procurement and supply chains, as the supply chains of scveral major companies had gone
elobal.

END OF CASELET 1

Casclet 2

Answer the following guestions based on the given Caselet:

3. Traditienal view that prevails about CSIU is that it is all about improving the general living
standards ol the community, raising educational standards and creating a positive impact on
soctety. The discussion presented in the casclet represents a huge transition from this
traditional myepic view and adds altogether a new dimension 1o CSR. [dentify this new

. . e . . . 8 marks
dimension of CSR and also discuss the wtility of the same. ¢ )
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4. Many orgamzations like Tata, Infosys, Ambuja Cements,, NTPC Aviva Life Insurance ete..
are involved in several initiatives that help to protect the environment including greenhouse
gas reduction, renewable energy and noise reduction as a part of their comporate social
responsibility exercise. Discuss in general the activities that corporates take up to bhe

socially responsible. ( 8 marks)

In the current globalized business world, there exist large multinational as well as small
local business organizations. lerespective of the nature of business organizations, (hey
should be ethically bound to their stakcholders, such as customers, owners/investors,
government, supplicrs and competitors in order to ensure goodwill, which in turn assurcs
maximum business growth rates. Organizations follow different strategics (o ensure their
cthics 1n order to achieve goodwill among their stakcholders. One of such strategies used is
Corporate Social Responsibility {CSR). CSR is the voluntary role and contribution of the
husiness community towards a better social and environmental development, apart {rom
their investment {o organizational <evelopment, CSR s generally seen as the business
contribution (o sustainable development which has been defined as “development that meets
the needs of the present without compromising the ability of Tuture generations to meet their
own needs”, and s gencerally understood as Tocusing on how (o achicve the integration of
ceonomic, environmental and social imperatives.

Nowadays. business finms have started realizing the importance of CSR as a tool lor
dominating the competitive scenario prevailing in the national as well as international
market, lor customer retention, and sustainable growth, Such lirms also focus on customer-
driven excellence in terms of high quality products and services, at the same time providing
value Tor money. treating employees and partners as valuable assets, agility. innovation in
products and services, social responsibility, and to develop environmental  friendiy
techniques ol production. desipn, recyele industrial waste-products and conserve natural
resources, forest conservation, and custonier solutions for Sustainable Business Practices.
Business organizations alfect the employees, customers, suppliers, sharcholders, the local
community and the environment in varnous ways.

Corporate sector has a major role to play in a developing country like ours. However,
majority of the companies have a limited or myopic approach o CSR. CSR 15 aboul
improving the general living standards ol the community, raising educational standards and
creating a positive iimpact on socicty. Usually CSRoconcentrates on the activities that
typteally address the aspects ol a (rm’s behavior (including its policies and practices) with
respect w such key elements as; health and safety, environmental protection, human rights,
human resource management praclices, corporate governance, communily development,
conswmer protection, libor protection, supplier relations, business cthics, and stakcholder
rights. Fims have started using CSR as a strategy to focus on new opportunitics and
respond Lo interrelated ceonomic, societal and environmemal demands in the marketplace.
Many firms believe that this Tocus provides a clear competiive advantage and stimulates
corporate innovation and creativity,

Stakeholders are also increasingly aware of the importance and impact of comporate
decisions upon society and the environment and hence most of the corporations are
involving their stukeholders in their decision-making and addressing societal challenges,
The stakeholders are given the opportunity to reward or punish the ¢ - oorations, Henee
corporations can be motivated to change their corpocate behavior in respeose to the business
situations, where they can (ollow CSR approach in order (o satisfy their stakehotders.
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Many organizations have started realizing the importance of environmental protection, and
they are direetly or indirectly contributing towards environmental protection. There are many
1ssues regarding the environmental protection and particularly the issucs which require
immediate attention nvolve: climate change, water conservation, air emission and c-waste,

Agriculture it our country had significantly faced its downturn due to the chmate changes
which were pnmarily caused by buming of coal, oil and other fossil lucls. The world produces
more carbon dioxide and other gases which are responsible for man-made global warming.
Hence, it becomes very important to identify new fuels which may cause comparatively less
pollution. Many companies are on their way to identify new non-renewable resources to
ensure energy conservalion as well a step o control the global warming,

Businesses across the world are so obsessed with the immediacy of results that they cannot
sight the vast opportunity that discharging of social responsibility holds for the long-terin
sustainability of the organizations. As a result, based on the maturity of strategic thinking in
the company, CSR is being implemented in different ways. Generally, many companics use
('SR as a reactive strategy for recovermg from lost fortuncs ol the company by paining the
confidence of the communities in which they operate. Bul now ¢ompanices have started
adopting a “proactive approach™ in case of CSR by cstimating and analyzing the cost ol not
discharging the soctal responsibitity and as a result they practice the minimum to pull on
and thus minimiving their spending on this account. CSR is viewed by these companics as a
cost and compulsion. This approach only obscures a business from identilying the real
patential CSR holds with respect to thetr core business,

Today, many companics view CSR as an opportunity for building their corporale image.
Companies announce their plans for various kinds of social philanthropic activities in order
1o draw the attemion ol media and gencral public. In case a company develops a systematic
and deliberate approach for maintaining the locus on social wellare activities, this will nol
only cnhance its image in the immediate future but also help the company in building a
posilive reputation of socictal concern. This will delinitely help the company in its future
business forays in the region,

Somce companics lake care of environment and socicty lor the reason that it not only helps
in operating within the environmental norms set by statutory authoritics but also reducing
their costs by improving operating elficiency. il the companies are operating barcly within
the norms set by statutory authorities then they are said 1o be in compliance mode. When
companics deliberately plan and move beyond the compliance mode, the organization necds
to integrale CSR and its business goals, which results in improved productivity or
operational ¢lficiency and better environmental conditions that fosters better living
conditions {or [ulure generations.

The major challenge l(or any type of industry today is to identify the social issues that drive
its compeliliveness both now and in the luture. Hence, the bustness managers must [irst
believe that social concern or CSR will be a source for business opportunitics and
competitive advantage. This integration then would pave way lor all-round sustainability
and prowth. n the due course of time, the Jssues relating to chimate change and social
respensibility o the area of operations will be eritical factors for survival of businesses,
Thus, CSR has the potential to change the way business is conducted throughout the world.

END OF CASELET 2
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Caselet 3
Answer the following questions based on the given Caselct:
5. Basing the discussion on the instance of the corporate governance lapse al Wasle

Management lne., discuss the failure on the part of Dean 1. Buntrock, the Chairman and
CLG of Waste Management Company, in maintaining the integrity of the company. ( 8 marks)

6.  Wasle Managemen(’s financial statements were reinstated more than once to rectiiy the
inflated revenue figures presented in the [inancial statcments. In light of the given

slatetment,
a. Analyze Arthur Andersen’s, responsibility of projecting the true financial position as
an auditor ol the company. ( 5 marks)
b. Comnient on the level of conlidence Investors' bestow on such reinstated financial
statements, { 4 marks)

In 1968, Wayne Huizenga, Dean Buntrock, and Larry Beck founded Waste Management,
Inc. Waste Management is the premier waste services provider in North America. They
claim that they are committed (o customer satislaction and long-term relationships: and
cmploy processes, techniques and technologies that safeguard the environment. As a
company cngaged in waste management scrvices, they serve all types of clients like
municipahitics, mdustrial, commercial and residemtial clients. Presently the company’s
network of operations include, 302 land(ill disposal sites, 16 waste encrgy plants, 190
reeyeling plants and 69 landfill gas (o energy (acilitics. Their services include trash
collechion services, disposal services and reeycling services. The company  enjoyed
tremendous average growth rate of 36% during 1971 to 1991 in revenue and in nel inconie
under the stewardship of Dean 1. Buntrock.

Dean [ Buntrock, was the lounder, Chairman ol the Board of Dircctors and Chicl
Lixecutive Qilicer ol the company. He founded the company in 1968 and took the company
to public 1 1971, During the two decades of 70s and 80s, Buntrock built a vast waste
disposal empire by acquiring and consolidating local waste hauling companies and land{ifl
operators. Buntrock atso served on boards of other large public companies including a
company engaped tn the fast food chicken, from which, he resigned amidst an accounting
scandal, which ultimately led (o the company’s bankrupley.

By the year 1991, the cconomy was undergoing a recession. Buntrock and others were still
sciling the aggressive goals ol revenue and net income at 26.19% and 16.5% respectively
for themscelves, but the company was able 1o show only a modest growth in the first quarter
ol 1991 and that 100 through non-GAAP accounting practices and unbudgeted top level
adjustments. All the Buntrock’s plans started lailing one afier the other. In enthusiasm lor
acquisttions, he had over paid for the acquisitions, which in turn needed revenues to remove
the excess. The organization had over grown its size with over 70,000 employees. And
management of this trash business beeame a challenge for the management. 1 was the time
and opportunity for the company (o set things right. But Buntrock took the suicidal path (o
handle the problem. [le tried to project the company as a growth company only and tried (o
detend every fatlure of the company.

Waste Management (raudulently manipulaied the company’s financial results o mect
predetermined carnings targets. The company’s revenues were not growing fast enough to
et these targets, so the company resorted (o improperly eliminating and deferring current
pertod expenses o inflate carnings. They employed a multitude of improper accounting
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practices o achicve this objective. Some of them being they avoided depreciation expenses
on their garbage trucks by both assigning unsupported and inflated salvage values and
extending their usetul lives, assigned arbitrary salvage values to other asscts that previously
had no salvage value, {ailed to record expenses for decreases in the value of landfills as they
were filled with waste, refused o record expenses necessary to write off the costs ot
unsuccessful  and  abandoned  landfill  development  projects,  established  intlated
environmental reserves (liabilities) in connection with acquisitions so that the cxcess
reserves could be used to avoid recording unrelated operating expenses, improperly
capitalized a variety of expenses, and failed to establish sufficient reserves (liabililics) to
pay for income laxes and other expenses.

Improper accounting practices were cenralized at corporate headguarters. Fach year,
Buntrock, Rooney, and others prepared an annual budget in which they set carnings targets
for the upcoming year. During the year, they monitored the company’s actual operating
results and compared them to the quarterly targets set in the budget. To reduce expenscs and
inflate carnings artificially. the company primarily used “top-level adjusiments™ to contorm
the company s actual results o the predetermined carnings targets. The inflated carmngs of
prior periods then becane the floor for Tuture manipulations. The consequences, however,
created what Hau referred to as a “onc-olf” problem. To sustain the scheme, carnings
fraudulently achieved in one period had o be replaced 10 the next.

Waste Management was allegedly aided in their [raud by the company’s fong-time auditor,
Arthur Andersen 1.1P, which repeatedty issucd unqualified audil reports on the company’s
matertally false and mislcading annual financial statements. At the outset of the Iraud,
management capped Andersen’s audit lees and advised the Andersen engagament partier that
the firm could carn additional fees through “special work.”" Andersen nevertheless identified
the company's iuproper accounting practices and quantificd much ol the impact ol those
practives on the company’s linancial statements, Andersen annually presented company
management with what it called Proposed Adjusting Journal Entrics ("PAJLS™) 1o correed
errors that understated expenses and overstated earnings in the company’s financial slatements.

Managemenl consistently refused to mike the adjustments called for by the PAJLS. Instead,
it seerctly entered into an agreement with Andersen {raudulently to write off the accumulated
crrors over periods uf up (o ten years and to change the underlying accounting practices.

On October 10, 1997, there was press relcase from the Waste Management [ne. declanng
that their reported carnings from their operations for the quarter three of 1996 had been
materially inflated by 20% due to inclusion of certain non-recurring items. During first
week of February 1998, the company once again announced that they were reinstating their
finaneial staiements for the period commencing [rom 1992 to the third quaner of 1997,

[ END OFCASELET3 |

| END OFSECTIONB |
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Section C : Applied Theory (20 Marks)

® This scetion consists of questions with scrial number 7 - 8,
= Answer all questions,

*  Marks are indicated against cach question.

¢ Do not spend more than 25 - 30 minutes on Section C.

7. The world has become a global village with the increase in cross border trade and business.
As a resull, India has also seen a targe inllux of MNCs in various business seetors, On one
hand, the opening of the cconomy to MNCs 1s beneficial for [ndia, but on the other hand
these MNCs are known o have adopted several uncthical practices. [n this regard, discuss
the uncthical practices, in the areas of technology and personnel management, that MNCs
have been accused of engaging in. { 19 marks)

& A private sceurity agency released an advertisenmient tor the recruitment of personnel
manager, in one of the leading newspapers. The advertisement read as

oY The post is apen Tor male candidaies only,

h. The ideal applicant should be under 35 years of age.

. The candidate should possess a PG diploma i personnel management.

d. The candidate will have to take a written test, group discussion and a linal interview.,

Comment on the ethicat aspeets of this advertisement for recruitment based on the criteria
for reeruitment mentwoned m it { 10 marks)

| END OFSECTIONC |

l END OF QUESTION PAPER |
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4 )
INSTRUCTIONS FOR MARKING ANSWERS ON THE OMR SHEET

1. Section -1
Use Ball Point Pen only.
Fill in all the particulars in the space provided.

2. Section - 11
Uise TH3 Pencil only,
i1 in one character/digit per cell and darken the correspanding eirele below that cell.
Details to be {illed include enrolment no., question booklet no., test ceatre code & OMR answer
sheet number.
In case you wanl o change any ol the information in this scetion, crase completely the pencil marking m
the already darkened circle before darkening a new cell,
3 Section - 11
(i) DMarking the answer
== Mark vour answers in this scetion using HI3 Pencil only.
== For answering each question {ive cireles marked with options A, B, ¢, D and 5 are provided
corresponding to the five options given in the question.
= Mark vour auswer by darkening complately the circle consisting of the option you think is

the right answer.

i
|

b

Yo not darken more than one cirgle for any answer.

i
i

130 not till the cirele by darkening partly or putting a tick mark, cross mark or any other kil

ol mark.

WRONG METIHLOD CORRECT METHOD
[CJONONOROHICICRCE XO)
T WRONG METHOD CORRECT METHOD

LACRCR JJIICJONOK 20}

(ii} Changing the answer
0 To change your response, erase compleiely the penetd marking in the cirele bofore darkenmg

a new cuele
For Ixample assunie that you have marked option (¢ as the answer Lo a guestion as lollows:

O ® O © ©

Il you want to change this answer to option (¢), crase completely the cirele marked carlicr

i.c., (o) and darken the cirele with option (c) as [ollows:

e 0 © O

3. DO NOT 16ld. tear or crumple the OMR answer sheet.

S PO NOT use the OMR answer sheet for any raugh work or seribbling,
. ./
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