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Experience in emerging economies has shown that the economic excellence is a vital part of the restructuring 

desirable to progress from a command economy to a social market economy. Much of the literature links ethics 

and entrepreneurship at the micro level. Entrepreneur, with interest in ethical dilemmas may be relevant to new 

venture setting, although some work looks at the organizational dynamics of new ventures, and the impact on 

ethical behavior at the firm level. This stream of research asks how entrepreneurs make ethical decisions. 

Further emphasizes on ethical dilemmas arising from entrepreneurship, and impact of innovation on 

entrepreneurial ethics 

 

1. Introduction 
Historically, Indian society has placed great emphasis on loyalty to the collective, be it one‘s caste, village or 

family. This drives a culture of favors, friendship and clanship that clashes with the Western concepts of conflict 

of interest and pure meritocracy. The Indian ethos emerges in a survey of Indian government officials who 

explicitly value loyalty over competence when making hiring decisions. 

Furthermore, Indian literary history fully embraces the concept of noble ends justifying dubious means. Three 

texts intrinsic to Indian culture and philosophy help to explain the current business landscape: the 

epics Ramayana and Mahabarata and the economic treatise Arthshastra. In both Ramayana and Mahabharata, 

even gods resort to deceit and trickery to accomplish their ends. In the latter, Lord Krishna repeatedly devises 

―underhanded‖ methods to defeat the opposing army — going so far as to encourage the protagonist, Arjuna, to 

attack and kill an unarmed adversary. In addition, Arthshastra is often cited publicly by prominent politicians 

and businessmen as the foundation of their strategic thought. Written to advise a king on statecraft, economic 

policy and military strategy, the work advocates the use of deception and sometimes brutal measures for the 

common good. Max Weber described Machiavelli‘s draconian Prince as harmless when compared 

to Arthshastra, whose topics range from ―when a nation should violate a treaty and invade‖ to ―when killing 

domestic opponents is wise.‖ 

It may be presumptuous to view Indian culture, one that has thrived for three thousand years, through a Western 

ethical lens. Both civilizations have different origins and therefore, are likely to have different ethical 

equilibriums. 

 

2. Ethics and Corporate World 
A decade ago, no private sector company in the Corporate India felt the need for ethics in business as their 

motive was to maximize production and increase profits. But in the public sector, Vigilance Management came 

into existence when the Central Vigilance Commission took birth on the recommendations of Santhanam 

Committee on Prevention of Corruption in 1964. Vigilance Departments were established in the Central 

Government Ministries/ Departments and Central Public Sector Undertakings/Nationalized Banks.  

 

3. Review of Literature 
Although the emergence of academic research connecting entrepreneurship and ethics is fairly recent, increased 

interest in the topic has produced a good deal of initial scholarship. In addition, there are certain foundational 

works in management that have direct bearing on the connection between ethics and entrepreneurship. 

Normative and descriptive researches are symbolized in this study. A synthetic understanding of the variety of 

theoretical and empirical work in this area offers interesting insights into the way in which ethics and 

entrepreneurship are related, and the questions raised by thinking about this interconnectedness. In surveying the 

literature, the existing research connecting ethics and entrepreneurship tends to fall into one of four primary 

areas of inquiry: entrepreneurial ethics, corporate social responsibility, entrepreneurship and society, finally 

sustainability.  

 

4. Statement of the Problem 
In the complex global business environment of the 21st century, companies of every size face a multitude of 

ethical issues. Businesses have the responsibility to develop codes of conduct and ethics that every member of 

the organization must abide by and put into action.  
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5. Purpose  
This paper seeks to give an idea about the role of ethics and values in the Indian economy and discuss the 

reasons why ethical problems happen in business and what companies can do to develop a positive ethical 

behavior. 

 

6. Design/ Methodology/ Approach  
Books and writings are used for discussions related to role and importance of business ethics referring to Indian 

economy. Studies by the author and other scholars are used to analyze the contemporary situation and bring the 

contributory remarks on corporate social responsibility and business ethics. 

OBJECTIVES 

 To revise the role of ethics in Indian business 

 To identify contribution of ethics to success and sustainability of enterprises 

 To recognize the relationship between ethical entrepreneurship and economic development 

 To know why ethics and social responsibility are important for entrepreneurs  

 

7. Discussion and Interpretation 
Role of Ethics in Indian Business  

In simple terms, ethics involves learning what is right or wrong, and then doing the right thing - but ―the right 

thing‖ is not nearly as straightforward as conveyed in a great deal of business ethics literature. Most ethical 

dilemmas in the workplace are not simply a matter of ―Should Bob steal from Jack?‖ or ―Should Jack lie to his 

boss?‖ 

Why should companies behave ethically? The top-ranked reason is ―to protect a company‘s brand and 

reputation,‖ closely followed by the desire to ―do the right thing,‖ according to the global survey conducted by 

the Human Resource Institute (HRI) and commissioned by American Management Association (AMA) 1,121 

survey respondents, their responses highlight the fact that business ethics has both bottom-line and moral 

implications for business professionals. Ethics are, at their essence, moral judgments about what is right and 

what is wrong. In a business sense, these ethics are decided upon and formed by each company and underpin the 

decisions that anyone in the business makes. The decision to behave ethically as one individual to another is 

easy for any decent moral human being, but it is easy to forget the impact a large, faceless business can have on 

the world. 

 
The Significance of Ethics to Business  

Working as an ethical business has many benefits, not least of which is the ability to attract and keep investors, 

employees and customers. Significant that the company they deal with has stated their morals and through 

assurance to work in an ethical and responsible manner allows investors peace of mind that their money is being 

used in a way that aligns with their own moral standing. When working for a company with strong Business 

Ethics, employees are comfortable in the knowledge that they are not by their own action or inaction allowing 

unethical practices to continue. Customers are at ease buying products or services from a company they know to 

source their materials and labour in an ethical and responsible way. 

For example, a coffee company which states all their raw beans are picked from sustainable plants where no 

deforestation has occurred, by people paid a good living wage, in an area where investments have been made to 

ensure that producing the coffee for a foreign market has not damaged the local way of life, will find that all 

these elements of their buying strategy become themselves a selling point for their final product. 

A company which sets out to work within its own ethical guidelines is also less at risk of being fined for poor 

behavior, and less likely to find themselves in breach of one of the multitude of laws concerning required 

behavior – for example, laws around payments to corrupt regimes, or environmental practice policies. The 

whole company can be fined, the directors can be fined, and individual employees can be fined if the 

responsibility for an infraction falls on their shoulders.  

Reputation is one of a company‘s significant assets, and one of the most difficult to rebuild should it be lost. 

Upholding the promises it has made is crucial to maintaining that reputation. 

 

Significance of Business Ethics to Wider World 

Businesses not following any kind of ethical code or carrying out their social responsibility leads to wider 

consequences. The natural world can be affected by a lack of Business Ethics. For example, a business which 

does not show due care for where it disposes its waste products, or fails to take a long term view when buying 

up land for development, or neglects its obligations towards minimizing its carbon footprint and driving 
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progress towards green renewable energy, is damaging the world in which every human being lives, and 

damaging the future prospects of all companies. 

Developing countries can be damaged by poor business ethics. Large companies neglecting to set a good 

example of Corporate Social Responsibility actively hinder the progression of all business in developing 

countries. Outside businesses taking advantage of cheap labour or dominating local markets from an unfair 

position may make a profit in the short term, however in the long term this is a false economy. The world as a 

whole is held back by companies operating without business ethics. 

This also applies to other companies which may work together. A robust code of Business Ethics should 

forbid dealing with a company whose commitment to Corporate Social Responsibility is lesser, so as to avoid 

condoning or appearing to condone poor ethical behavior. In this manner of boycotting unethical companies, 

individuals and companies can positively influence the whole business world. When an unethical company finds 

itself with no customers, no investors and no suppliers, it will be forced to change its ways or go out of business; 

constant striving for better and more ethical dealings in this way produces a cycle of continuous improvement. 

Where individuals, such as fishermen, cannot afford to be ethical about some of their work – for example 

overfishing or taking due care for coral or other species – and are unable to take into account the bigger picture 

during their day to day operation, it falls to the government or other officials to introduce laws and regulations 

and enforce them. Without this long view approach, sustainability will fail and future generations will suffer. 

Ethical practices can go beyond just making sure your business does not have a negative impact on people and 

the environment. It can also mean dedicating a portion of your company‘s time and resources to actively 

improving these areas – for example investing in building developing countries, investing in community 

programs, lobbying for political change, encouraging employees to donate their time and expertise to other 

projects and so on. This level of Business Ethics is the most commendable and should be something all 

companies strive for in this day and age, so that higher standards can be achieved for all in the future. 

 

Contribution of Ethics to Sustainable Enterprise 

Immanuel Kant, German philosopher states, ―In law a man is guilty when he violates the rights of others. In 

ethics he is guilty if he only thinks of doing so‖.  

Technology giants Apple and Google have often had questions raised about the ethicality of their business 

practices. In which, the former for not doing enough to improve workers conditions at its supplier 

manufacturing units in China, and the latter for using its position as the dominant search engine to cut - throat 

competition. 

 

8. Embark Upon Intricacies 
The task gets more difficult if a company has operations in multiple countries. Wind turbine maker Suzlon, 

which has operations in 33 countries, till two years ago used to have regional ethics officers who reported to a 

global ethics officer. But now it has two central ethics committees, one for India and the other for all 

international regions. These committees have personnel for human resources, finance and other key 

departments. 

 

9. Ins and Outs of Ethics 
While in countries like the US, chief compliance officer‘s role has been expanded to include matters of ethics; in 

India they are still largely concerned with legal matters. In some cases, the company secretary is also the chief 

compliance officer. But experts say there is certainly a need for ethics officers. Achal Khanna, CEO, Society for 

Human Resource Management (SHRM) India, points to minor infractions which need to be monitored. 

According to his observation, ―I came across an instance where the complimentary food in a company was so 

good that employees were getting it packed for home. There was another instance of a senior official in a 

company taking office stationery for his kids‖. Dheeraj Sharma, who teaches marketing and organizational 

behavior at IIM, Ahmedabad, says that though business ethics are largely universal, cross-cultural differences 

result in a lack of universal understanding of ethics. ―Thus, in India we don't understand what is legal may not 

necessarily be ethical. That's why companies need ethics officers,‖ he adds. 

Following the 1991 fiscal reforms, India‘s growth story is entering its third decade in dramatic fashion. 

Annual growth bordering on double digits, a middle class set to grow eightfold in the coming two decades and 

800 million mobile subscribers are but a few highlights of the narrative that has reshaped the global business 

landscape. The sheer magnitude of the opportunity has brought multinational businesses racing to the 

subcontinent from all over the world for a slice of the burgeoning pie: In a recent survey conducted by the 

United Nations Conference on Trade and Development (UNCTAD), India replaced the U.S. as the second-most 

important foreign direct investment (FDI) destination for transnational corporations. 
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10. Swimming Against the Current 
Yet even a small slice of that pie has been elusive for many transnational. Goldman Sachs India admitted that 

growth to date has been slow, as the company‘s priority has been to protect its reputation by dealing only with 

clients with the highest ethical standards. The German firm Enercon, the world‘s fifth-largest wind turbine 

manufacturer, was forced to walk away from its US$566 million joint venture after being intimidated by 

authorities and failing to find legal recourse to what it termed ―government-abetted theft.‖ Even Ratan Tata 

admitted that officials‘ expectations of bribes were the reason he did not establish a domestic airline.  

Understandably, frustration abounds for foreign entrants. An extensive 2010 survey by the Federation of 

Indian Chambers of Commerce and Industry (FICCI) found that only 12% of foreign companies rated the 

overall legal framework and regulatory mechanism as ―good.‖ Furthermore, referring to ground-level hassles, 

only 14% reported the situation as comfortable while 93% found procedural delays to be a serious concern. 

In discussions with executives of multibillion-dollar companies, from Jet Airways to McKinsey & Company, 

it became clear that success in India requires a unique approach. Managers across industries agree that the heart 

of the Indian competitive advantage lies in the concept of jugaad, or, as defined by the former CEO of a leading 

Indian real estate group, ―finding a way to your cheese.‖ Eighty-one percent of Indian businessmen surveyed by 

the Legatum Institute said that jugaad was the key reason for their success. It is this innovation through 

whatever means necessary, like water flowing through the paths of least resistance that has formed the backbone 

of India‘s growth story. 

 

11. Of Cultural Contexts and Ethical Equilibriums 
Many multinational managers may wonder whether India is moving towards more ―Western‖ business ethics or 

whether it has already reached a static state. While most have assumed the former, it is important to recognize 

the unique features of Indian culture that provide additional context. 

 

Why ethics and Social Responsibility are Important for Entrepreneurs  

The link between business ethics and corporate social responsibility (CSR) has to be noted. The two concepts 

are closely linked: 

 A socially responsible firm should be an ethical firm 

 An ethical firm should be socially responsible 

However there is also a distinction between the two: 

 CSR is about responsibility to all stakeholders and not just shareholders 

 Ethics is about morally correct behavior 

Business Ethics and Corporate Social Responsibility are all about bearing in mind the full weight of any 

corporate decision. Opportunities created by various challenging factors have also been seized through ethical 

means. The microfinance industry came into being as a result of the inefficiency of government-funded financial 

programs designed to provide loans to lower-income households. Ujjivan Financial Services, a microfinance 

institution set up in Bangalore in 2004, caters to the urban poor. According to Kavitha Nehemiah, product 

manager at Ujjivan, ―government programs are badly run, corrupt and do not reach the target audience. 

Additionally, banks shy away from this demographic given documentation requirements and high costs with 

low returns.‖ Ujjivan lends at a 24% rate, which is much higher than banks but lower than private money 

lenders that charge between 50% and 300%. As of March 31, 2011, the institution had disbursed more than 

US$450 million to more than 991,000 customers. 

Just as notably, Indian businessmen are able to extrapolate these lessons to situations relatively unscathed by 

lax ethical standards, rigid bureaucracy and weak enforcement mechanisms. The characteristics forged in the 

Indian crucible innovation and boldness can swiftly become firm competitive advantages in innovation and 

creativity. The ―one-lakh car,‖ Tata Nano, made waves in the mature automotive industry and was heralded by a 

major news publication as ―a triumph of homegrown engineering.‖ Although its price tag has ballooned by 40% 

since its introduction, it remains half the price of its closest competitor. 

 

12. Findings 
Corporate ethics has demonstrated that corporate cultures play an even greater role than formal programs when 

it comes to preventing unethical behaviors in organizations. But what processes can actually ensure such a 

culture is that leaders are the key to culture. Leader‘s support and model ethical behavior, along with consistent 

communications from all leaders. 

The single most vital ethical leadership behavior is keeping promises, encouraging open 

communication, keeping employees informed, and supporting employees who uphold ethical standards. If an 

organization has leaders who simply don‘t ―walk the talk‖ when it comes to ethics, there‘s little hope of 

maintaining a strong ethical culture. 
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13. Conclusion 
Going forward, it‘s clear that ethical challenges will continue to evolve as globalization go on with. There are 

good leaders who are great ambassadors for doing things right. Giving special attention to strong performers and 

individuals who exemplify the spirit of organization contributes to excellence in economy. As corporate 

operations and suppliers spread to every crook of the world, one of the primary concerns of business is to make 

sure the rights of all employees are properly safeguarded. Along with being ethical in corporation, establishing 

responsibility, continued sustainability with trust is vital as well.  
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