FUNCTIONAL BUSINESS ETHICS AND ETHICAL 
KEY PERFORMANCE INDICATORS (KPI) (
Why Functional Business Ethics?

What is ethical today in one society may be legal in other. As society becomes more developed, more norms move from ethical to legal. But we should also recognize that while fashions and buzz words may change, certain values remain constant.

Therefore, the ethical culture evolution may be an ongoing process, certain values may remain static. The typical business process has also undergone several structural changes and today it is mostly an IT driven process. Even in this new era, there are certain business ethical practices that are to be followed under each of the functional area of the management, such as marketing, advertising, competitor intelligence, supply chain management, computer, finance and HRD, apart from the overall corporate code on values and ethical conduct.

Business Ethics in each functional area:

Marketing:

Gathering Competitor Intelligence:

Ethical practices relevant under this area are:1
· Avoid discussions or actions that could lead to or imply interests in restraint of trade, market or customer allocation schemes, price fixing or bribery.

· Don’t discuss costs with competitors if costs are an element of pricing.

· Be honest and complete.

· Refrain from acquisition of trade secrets from another by means that could be viewed as improper.

· Do not disclose or use any trade secret that might have been obtained through improper means.

· Be willing to provide the same type and level of information that you request from your competitor.

· Avoid misunderstanding; establish mutual interest in the benchmarking exchange.

· Information exchanged should be kept confidential.

· Use the information obtained through benchmarking only for the purpose for which it was obtained.

· Respect and abide by mutually agreed procedures.

· Be fully prepared for mutual exchange of information with benchmarking competitor.

· Provide prior questionnaire and agenda to benchmarking competitor prior to visits.

· Understand how your benchmarking partner would like to have the information provided by them to be handled and used and handle the information in the same manner.

Certain Case Studies on Competitor Intelligence: 

· P & G had their intelligence operations misrepresent themselves to UniLiver employees, claiming that they were market analysts, journalists and students – although P & G denied this accusation2.

· Fortune 100 Companies have lost USD 45 billion due to theft of proprietary information in 19993.

· According to an article in San Diego Union – Tribune, Oracle corporation conducted covert intelligence operation on three lobbying groups funded by Microsoft. This was termed as public service and not arrogance by Oracle’s Chairman since this operation brought out the hidden information.

· In 2001, Kraft Foods sued its rival Schwan’s sales enterprises on the ground that the latter tried to gain secrets about the former’s plan of consumer research datas.

Such law suits on competitor intelligence are too many in the corporate history. Hence this function has to operate within certain guidelines given herein.

Ethics in Advertising4:

The ethical guidelines under this function to be pursued are – 

· Truthfulness in Advertising:

There is an obligation to avoid any manipulation of truth for any reason.

· Upholding the dignity of human beings:

The content and the manner of the advertisement should not hit the dignity of any cross section of the public.

· Social responsibility:

We should not promote advertisements which offend the environment or that fosters wastage of resources.

· Follow statutory regulations on the ‘Warning labels’ to be added.

· Follow the professional code of conduct laid down by the relevant media viz., radio, television and print media.

Product Marketing:

The product marketing function involves the pursuance of the following ethical principles:

· Do not claim more than what the product can do or deliver.

· Represent your products honestly to the customers.

· Honor the customer’s dignity up to and even beyond the transaction.

· Take responsibility when any of your products become a public hazard.

· Give only fair representation of your products.

· Respect the customer’s private rights.

· Be transparent on price points.

· Report the results of product research adequately.

· Do not encourage channel conflicts.

There are several cases of demonstration of deep rooted ethics in the corporate history.

· In 1982, when eight people were reported to have died out of Cynaide laced Tylenol capsules, Johnson & Johnson immediately withdrew 31 million bottles in circulation and took a huge hit to its profits. This generated a wave of goodwill for the company5.

· Mitsubishi withdrew more than 100,000 vehicles based on a tyre compliant / default.

· Recently Nestle withdrew from Europe Child Milk Food on an observation of quality problem from a lot of production.

Supply Chain Management or Engineering Ethics6:

The ethical issues involved under this function are – 

· Have environment consciousness and take responsibility for use of natural resources.

· Ensure safety, health, welfare and environment protection.

· Report on conditions that will endanger public safety or health immediately on observation.

· Obey the relevant laws and do not short circuit the legal procedures, follow the spirit of law.

· Conduct your function in a way that is morally consistent with the beliefs of society.

· Engage in activities beyond basic responsibility such as philanthropic responsibilities.

· Follow environment engineering ethics7 -

· Promote healthy surroundings for all people.

· Go for lowest consumption of energy.

· Go for consumption of renewable sources 

· Uphold social equity / local values

· Select the alternative that are environmentally social and sustainable

· Focus on principles of eco-systematic interdependence, diversity maintenance and inter – relational harmony.

· Sourcing ethics should be pursued8. Viz., procurement partners should follow the rules on 

· Child and Family Labour9.

· Extended hours of work9
· Safety & Health standards

· Avoidance of discriminatory practices

· Avoidance of harsh management styles.

· Avoidance of creating unhealthy competition among sourcing partners and gaining undue price advantage

HRD Function: 

The ethical guidelines to be followed under this functional area are10 –

· Provide the highest quality of service in all activities relating to development of human resources.

· Exercise honesty, integrity, fairness and impartiability in the discharge of duties.

· Shall not take advantage of position, power and confidentiality entrusted.

· Constantly strive to upgrade one’s own competencies to enhance the image and professional standards of the HRD profession.

· Respect and be sensitive to other individuals’ rights and values.

· Undertake assignments only within one’s own competencies and proficiencies.

· Carry out the HRD function in compliance with the Copyright Act and other relevant laws of the country.

· Cooperate with and support relevant bodies and institutions engaged in enhancing HRD professionalism.

· Share knowledge and expertise with other HRD personnel for the enhancement of the image of the profession.

· Contribute towards the development of an effective HRD intervention and of materials which are culturally acceptable and appropriate to the HRD needs of the company.

· Constantly strive to practice the principles, values and skills of a professional human resource developer for the organization.

 Information Technology:

The ethical principles involved under this function are11:

· Guard the intellectual property rights.

· Honour the copyrights protection laws for reproduction, derivative works, copy distribution and public display.

· Guard against obscenity in any form

· Honour the privacy of individuals

· Usage for lawful process

· Do not divert corporate computing power for personal use.

· Follow access restrictions.

· Honour virus prevention protocols

· Install only authorized softwares on your hardware.

 Finance Function:

  The ethical principles to be pursued under this function are11:

· Act honestly and ethically in the performance of duties at the company.

· Avoid conflicts of interests between personal and professional relationships.

· Provide full, fair, accurate, timely and understandable disclosures in reports and documents that the company files with, or submits to, the Stock Exchange and in other public communications by the company.

· Comply with rules and regulations of federal, state and local governments and other private and public regulatory agencies that affect the conduct of the Company’s business and the company’s financial reporting.

· Act in good faith, responsibly, and with due care, competence and diligence, without misrepresenting material facts or allowing the member’s independent judgment to be subordinated

· Respect the confidentiality of information acquired in course of work, except when authorized or legally obligated to disclosure such information.

Share knowledge and maintain skills relevant to carry out the member’s duties within the company.

· Proactively promote ethical behaviour as a responsible partner among peers and colleagues in the work environment and community.

· Achieve responsible use of and control over all assets and resources of the company entrusted to the member.

· Promptly bring to the attention of the General Counsel any information concerning (a) significant deficiencies in the design or operation of internal controls which could adversely affect the Company’s ability to record, process, summarize and report financial data or (b) any fraud, whether or not material, that involves management or other employees who have a significant role in the company’s financial reporting, disclosures or internal controls.

· Promote ethical accounting which facilitates capture of values pursued by the company.

New Economy Area: Biotechnology & Ethics:

Different aspects of ethics involved in the area of biotechnology, the new economy area are12:

· Public knowledge of, and attitudes towards, biotechnology; legal and ethical issues in genetic screening, testing, and counseling, and gene therapy;

· Intellectual property in bio technological processes and products;

· Legal, ethical and policy issues of confidentiality and informed consent in medical research; methods for obtaining adequately informed consent in medical research.

· Legal, ethical, and policy issues concerning ownership and control of body parts and explanted medical devices (such as heart valves)

· The assessment and management of risks involved in the release of genetically modified organisms into the environment;

· The assessment of current procedures for guiding and regulating biotechnology, and the development of novel procedures for such regulation and guidance;

· The harmonization of different national and international biotechnology regulations;

· Legal and ethical issues of reproductive technologies;

· The identification, interpretations and justification of fundamental principles of ethics and law as applied to biotechnology.

Ethical KPI:

Key Performance Indicators (KPI) which serve as performance metrics is not only applicable for economic and environment performance areas but also for ethical areas. Functional ethics and overall corporate ethics are to be pursued diligently by the employees and ethics is being built into the appraisal process. In this context ethical KPI for the corporates that are emerging are listed out below – 

· Number of ethical complaints received

· Received but dismissed

· Breach found

· Number of whistle blowing incidents reported

· Number of corporate designated Ombudsmen Complaints

· Received

· Settled

· Finding of maladministration

· Number and nature of declarations of interests made by Directors at meetings.

· Percentage of public satisfaction survey on 

· Corporate’s Trust worthiness

· Commitment Consciousness

· Having Society Concerns

· Social Responsibility Ethics Driven:

· Number of jobs generated in a year
· Number of complaints on supply chain labour standards.
· The charity contribution in a year
· Employee retention
· Discrimination on age, sex, religion and ethnicity – score on these in a employee satisfaction survey
· Reduction of energy consumption
· Percentage of waste recycled
· Percentage of organic material used in total raw and packaging cost
Other Ethical KPIs:

· Number of cases withheld against the company on anti competitive behaviour / corrupt behaviour / human right violations.
· Few metrics such as 
· Customer Satisfaction Index

· Employee Diversity Index

· Employee Satisfaction Index

· Ethical Trading Index (Application of supply chain human rights standards – number of supply chain partners subjected to this audit)

· CO2 Emission Index

· Waste to Landfill Index

While these are the ethical KPI at corporate level, functional level, ethical KPI can be developed by each corporate based on functional ethical guide evolved by them.

Summing Up:

The functional business ethics, ethical KPI’s may all be evolving and changing as per new rules of the business game. But the basic values do not change. To make it simple we can quote our Mahatma Gandhi on Business Ethics “Treat the Customer as God, be honest and respect hard work in any form.”
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