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Chapter 32 - Ethical and Environmental Concerns
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2.

⭐⭐

It is a company in the manufacture of copper rods. It is thinking of starting a new
venture into copper wires. The proposal is financially great but it is doing something
which is not good for the environment.
a.

It pays immigrant labour less than normal workers.

b.

It does not contribute to their retirement benefit

c.

It is thinking of taking land which is in a forest area and will be paying bribery to government
officials to get it approved.

d.

It will dispose of waste generated in a river nearby. It is not planning to acquire a waste treatment
plant, which will cost Rs. 100 crores.

In part (i), we have been asked about environmental and ethical factors in decision making.
a.

Environmental Factors

b.

Staff Motivation

c.

Government Regulations

d.

Availability of Resources

e.

Availability of Project Site:

f.

Corporate Social Responsibility:

g.

Ethics

3.

In part (ii),, we have been asked about various issues in this problem.

a.

Payment to Labour:

b.

(i)

The company has chosen to pay 15% lower wages to immigrant workers and not contribute
anything towards their retirement benefits.

(ii)

The company is paying a higher wage to the labours than required by law and hence there is
nothing illegal in such payments. However, the company must not discriminate between workers
who are doing the same nature of work just because the workers are immigrants.

Availability of land and bribery:
(i)

The payment of bribes to government officials, whether directly or indirectly would be unethical.
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c.

d.

Super Quick Revision

(ii)

The company could face litigation for acquiring land by unfair means and in future, there is a
possibility of such allotments being cancelled.

(iii)

The company’s reputation would also be dented if news of bribery is published by the media.

Duty towards the environment by using forest land:
(i)

The company also has a responsibility towards the environment and must contribute towards
sustainable development.

(ii)

This impact the overall goodwill and brand image of the company.

(iii)

The company must evaluate if land at other sites can be acquired for the construction of the plant.
Such acquisition would be at a higher cost but would be beneficial to the company in the longer
run.

Chemical waste and technology:
(i)

The company has to incur an additional cost of Rs. 100 crores to build a new treatment plant.

(ii)

The company should consider acquiring a new chemical waste treatment plant to ensure that
there is no discharge of harmful waste from the company’s plant.
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2.

There is a company that uses water for production. It cannot increase turnover above 250
crores as tax will be higher.

3.

It is thinking to increase its profit by keeping turnover within the limit and it worked out the right mix of
products

4.

There was another plan suggested whereby the company will draw excess water than what is permitted
although no one will know about it. That will increase the operating profit.

5.

We say that it may be good financially but:

a.

There is a second side of the coin that cannot also be ignored i.e. business ethics. It is easily possible to
manage the drawing of excess water, but it is not an ethical practice as the company has responsibilities for
the use of natural resources like water and for protecting the environment.

b.

Besides, a whistle-blower complaint to the water authorities can land the company into trouble in terms of
penalties, a financial impact and also such penalties are disallowed for income tax purposes. It is possible
that such a violation may be reported in the media causing disrepute to the name of the company.

c.

It can also make investors in the share market stay away from the company as it has ethical governance
issues. The company will face challenges in obtaining other government approvals when it will plan
expansion as this violation may have to be reported on the applications seeking approvals.
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