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Hello, we are back and we are on the last lecture of the fifth week of our course, the

Ethical Corporation.

(Refer Slide Time: 00:35)

Our topic is going to be employees all over the globe, but under that we are going to talk

about specifically as you can see diversity management, different kind of diversity that

are present  in  the employee  the workforce,  and then the phenomenon of race to  the

bottom and also the concept of co-determination.



(Refer Slide Time: 00:57)

So, far we have discussed quite a few. We have discussed the employer and employee

relationship and the duties and rights from both sides. We have discussed the different

models  of  organizations  and  accordingly  how  it  colors,  that  employer  employee

relationship. We have even discussed the specific issues, employer related specific issues

of discrimination and harassment, sexual harassment at workplace and so on.

(Refer Slide Time: 01:29)

Now, we are coming to talk about today specifically on what is left in that relationship.

And, I want to start out by saying that, what we have discussed covers the formal sector



employees. Namely, the employees who are working for the formal sector, where the

organizations are licensed, taxpayer, organizations, but that does not cover all kinds of

employees. That are employed in various business activities, for instance informal sector

sorry informal sector employees, you know the labor laws that are meant for the formal

sector, they do not cover the rights or the welfare of the informal sector employees.

Informal sector the examples I have given some for example, you know the roadside

shops that you see, the food vendors that you see the garment workers that, that are there

the rag pickers  even the self-employed.  And, of course,  construction work or beauty

parlor employees and so on, these are these are some examples of the informal sector.

This is where increasingly large number of people work. And in fact, in case of India it is

nearly 81 percent of the total workforce, that is more than I would say to three-forth of

the workforce. So, and the number is still growing.

Now, this is where whatever we have said those rights and laws, they fall short, they

become silent,  the  protection  is  not  there.  Similarly, for  contractual  or  what  we call

casual employees. You know they their status is somewhere in between, they are workers

in  the  formal  sector,  but  and  they  do  work  for  the  organization,  but  they  are  not

employees of the organization. How so? Because, the organizations is in a contract with

a provider, or a contractor, who supply this labor. 

So,  these  are  contractual  employees  they  nonetheless  work for  the  corporation,  their

number is also growing. Because, various convenient reasons their number is actually

growing whereas, the percentage of regular employees are these decreasing. Along with

that the responsibilities for the regular employees is also shrinking for the corporations.

So, now the contractual laborers though they are employees, their welfare is also not

covered by these rights and laws. 

Similarly, there is another category that I want to draw your attention to specifically for

today’s lecture that is the global workforce, who work for large corporations, which are

multinational. What we are talking about is the presence of the global supply chains that

run from one country to another to another and to another. So, the headquarter might be

somewhere, but various parts are getting manufactured in various different countries, that

is a global supply chain. And, these are also we are going to look at this particular group



more closely in this in the next lectures, but unless drastic labor reforms happen, that as I

told you the existing laws, labor laws are not doing protection of these sets of employees.

So, what do you have to rely upon in those cases is basically the sense of duty the ethical

conscience that this business owners have.

(Refer Slide Time: 05:58)

In case of the employees all over the world has you know employees these days though

they may reside in one country, but they might  be working for a corporation,  which

belongs to another country. Technology now has made it possible, that employees can

work in different time zones, for different parts of the world and also in the outsource

units.

Therefore, more than before the corporate employee management now has to deal with

what is known as the workplace diversity. Diversity that is there in the workforce in the

employees why, because the employees come from various different countries, various

different  cultures,  maybe  there  are  racial  differences  or  genetic  differences,  ethnic,

cultural, as in religious, beliefs, and also geographically they are different.

So, what started out you know being thinking of being a homogenized workplace is

actually now presents a much larger problem of diversity handling. So, the new duty for

the corporation is diversity management.



(Refer Slide Time: 07:31)

Diversity management,  if we have to put it  in a simple way are those organizational

policies  and  actions  that  try  to  promote,  a  greater  inclusion  greater  retention  and

promotion  of  employees  from various  different  backgrounds,  all  right.  So,  they  are

diverse  they  are  not  homogenous.  And,  the  policies  are  supposed  to  create  a  more

enabling environment for these different kinds of employees.

Specifically for groups that have not been so, far included in the corporate workforce.

What kind of diversity in general we are looking at, we can classify them into at least

two kinds; one that you clearly understand that is international diversity. What we are

talking about that in the same team or in the same office there are employees who are

citizens of other countries.

So, probably if you are an Indian, then you are working with say somebody from Nigeria

or somebody from Germany. It could be also members of the diaspora people who have

settled in different countries or members of migrant communities. This is a new, this is a

new, that you need to see it how even the team actually can be so, diverse.

Then,  there  is  the  second  kind  of  diversity  is  the  intranational.  Intranational  not

international, but intranational, it means within the nation there could be diversity.

Now, we from India we understand this very very well, because we live in a country

where there are about 25 full blown languages, 29 states with very different culture. Our



eating habits are different, our cultural festivals are different, sometimes our calendars

are different, but we live in the same country. So, that is intranational.

So, there the management of the diversity means, management of this kind of different

ethnicities,  communities,  their  cultural  practices,  their  creeds,  their  castes  and  their

languages of course, but these are major issues these days.

(Refer Slide Time: 10:05)

Now, in one point that I think needs to be underscored here is that unlike the other labor

laws diversity management is not a legal mandate,  it  is a non-legal initiative that the

corporation itself can start. So, it is a voluntary it is a more of an ethical duty on the part

of  the corporation,  because you know you are working with the workforce,  that  has

different representatives of different cultures. And, typically when the team is not that I

mean  at  least  I  mean  in  thought  they  are  not  synchronized,  you  can  expect  some

conflicts.

So, instead of that it is a duty of the corporation to ease those differences out and to

expose,  the  employees  to  the  differences  without  the  hostility,  without  the  natural

suspicion of the different kinds of people.

So, this friendly or enabling environment to have it in the workplace that is the duty of

the corporation, and it is strategic in nature because you know to you do want different

kind of Italians to come in, specifically if it is a multinational corporation you do want



various regions to come in, and also the different perspectives that they bring into the to

the workplace.

So, you want that, now how do you start, where do you start, how do you manage this?

Now, one of the things that might come very easily into your mind is that true of cultural

understanding  of  the  differences.  This  is  why  cross  cultural  studies  are  done,  to

understand the differences,  to have comparisons, and yet to find some commonalities

where we can stand and still have a dialogue. So, cultural understanding, you know that

is  a  required,  whether  you  are  talking  about  international  diversity  or  intranational

diversity, the cultural approach is a good approach, it is a positive approach to start.

So,  even  in  India  we  know very  little  about  people  who  live  in  other  regions.  For

example, north east, if you if you belong to the northern part of the country it is not

necessary,  that  you  know  everything  that  happens  in  the  eastern  zone  of  India,  or

northeastern part of India, or in the deep interiors of the southern India and so on so, this

exposure.

This willingness to understand the difference of other sides culture, that is what I am

referring to by this cultural understanding. Why this is important? Because, the cultural

and differences show up through their belief systems and values in their practices. So,

what may be obvious to you may not be so, obvious to people from another culture.

So, this is the reason why this needs discussions, why this needs mediation, by the by the

workplace administrators and then that is how the understanding between different kinds

of people grow. The difference does not get erased, but that does not become a barrier to

have a productive workforce, that is the magic of diversity management.
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This kind of cultural understanding you know the major study which has been done by

Hofstede, that is known as cultural dimensions, it actually points out that how a culture

can  affect  on  our  values  and  behavior  even  in  the  workplace.  Actually  Hofstede

mentioned about 6 dimensions, some of you might be already familiar with this, but let

me quickly go over this. Hofstede mention that some there are cultural differences on

this point some cultures are very individualistic. 

They understand things from the perspective of the I, where I means the single person

and the immediate family, then there are other cultures, which is collective in nature. So,

there is necessarily understanding of situations not from the single individual’s point of

view, but from the point of view of community. Even, if it is a health problem of the

person, that problem would be discussed with everybody in the extended family perhaps

with the elders of the community, and the decision will be arrived at collectively this is

one kind of a difference.

And, therefore, this difference is going to show up in the workplace behavior also. If,

you, if you think as a manager, you can get this employee to take a decision by himself

or herself, then you do understand, which culture the person belongs to similarly some

cultures take it for granted, that some people will be more powerful than the others in the

society.



Their acceptance of it is very as if there is something very normal, other cultures have

very big problem to accept the fact, that in the same society some people would be more

powerful and some people will be necessarily less powerful. You understand this so, this

is about how society should be the vision here. Some cultures avoid uncertainty, some

cultures are ok, or they are accept they accept uncertainty they can work with it.

There are some cultures which are masculine in approach in the sense that the prefer

material things, that they choose success, that they are very assertive, they value these

things whereas, there are other cultures, which give more value to relationships to care to

modesty as a value and to cooperation  not competition,  but  cooperation.  There is  of

course, cultures who believe in long term value and there are those who are short term

oriented. 

This is also a fact that some cultures actually are self-indulgent, they prefer to gratify

their basic human rights other cultures who want to restraint in that. So, these are some

of the cultural differences I hope it clarifies the point that I was trying to make namely

how the cultural difference is can show up in workplace behavior and also in workplace

decisions.

(Refer Slide Time: 17:08)

So, it follows that, the more different the national cultures are the more differently people

are going to view what are the rights, what are the duties, how the employer employee

relationship should be what can we expect from this relationship and so on.



If, you are working with a very diverse workforce, then being an ethical corporation you

should be ready to accept these differences and work with it. So, what are could be some

other measures that an ethical corporation can adopt in this regard. One of the suggestion

is that first of all define diversity. You know everybody may not understand diversity in

the same way.

In India for example, diversity typically and very very importantly refer to say gender,

the  male  female  difference,  religious  difference,  and  we  have  the  major  diversity

problem in terms of caste. That is typical of India, which may not exist in other countries

for United States diversity is about race.

So, we are talking about the whites,  the blacks,  the Hispanics and so on. So, this is

therefore, there is need to talk about what diversity mean? Other than these things, if you

whether you want to make room for other groups for example, the disabled or people

from different sexual orientation is that, is that how you understand diversity. So, there is

need to first of all defining diversity.

Second,  in  terms  of  diversity  management  the  company  can  introduced  measurable

metrics, whether they are they can be achieved in so, many days, this is target setting.

For example, if you want to include employees or people from a certain community,

perhaps a minority group, then set a percentage set a deadline and see whether it has

been achieved or not.

So, in recruitment you can set these targets, in promotion you can set targets and so on.

Some people even suggest that there can be also supplier diversity. People that you are

procuring things from, the companies procuring things from even their people can work

with diversity, it does not have to be the same or the same similar group of suppliers, you

might  try  it  somebody.  For  example,  you  might  look  for  women  entrepreneurs

specifically or women entrepreneurs from a certain community also. 

There is clearly need to arrange the resources both financial resources and people who

are going to manage this diversity. You knows having a program is one implementing it

requires at least the commitment of the resources. There is this education, education and

information,  the key persons managers and employees,  supervisors of the employees,

they themselves must be trained to handle diversity. Because, exposure is not enough you

know you need to get people on board to think in a certain way to simulate situations, too



because you know it  is  not desirable that you bring in different  kinds of people and

everybody is very awkward around them.

Not only the newcomers are awkward, but also the people who are already in the office

they themselves are also very conscious about this other people being present that is not

a very desirable scenario. So, you need to train and inform and suddenly there has to be

commitment from the top.

(Refer Slide Time: 21:25)

While talking about differences especially cultural differences and diversity of various

kinds, we do not want to imply, that on fundamental labour rights. There should be any

different treatment to the employee,  no matter what background the employee comes

from. Let me repeat that we are saying when we said diversity management,  we are

saying two things one, that you need to understand that everybody is not the same. 

Given their background, they may expect differently they may behave differently. We

also said that the corporation has to have an environment ready to accept that diversity.

Namely, the people have to be trained people have to be ready to accept the different

kind of people that we also said.

So, this is treating different, employees differently, that we have said, but when we said

that, we are not saying that on major important labor rights, core employee issues, people

should be treated differently just  because their  from different background, that is not



what we said. For example, you know timely payment of wages; it has nothing to do

with whether  you are from Nigeria or from Botswana or from Nepal.  If,  you are an

employee this is at least what the corporation owes you. So, that is what I meant that on

these issues there should be no differences.

The most general and basic rules in that regard would be the human rights. The most I

have told you earlier most of the labor rights have come from basic human rights. So, at

least ensure that, when you are dealing with diversity management that minimum human

rights are being applied to. When we have differences in this fundamental core employee

issues that is where it becomes really ethically problematic. And, one example of that is

the phenomenon of the race to the bottom. So, that is what we will talk about now.

(Refer Slide Time: 23:52)

See what this race to the bottom is let me explain little see with globalization, it has now

the corporations  are now enable to have offices in various different countries,  which

country to go to that is a question. Clearly, if you are a powerful and a very wealthy

corporation, you have a very broad range of choices. Everybody’s interested in you and

the countries want to host you, because they typically think by your arrival somehow,

there would be some prosperity that would go into their own communities.

So, as a result of that expectation developing countries specifically, they compete with

each other to lure foreign investment in terms of setting up units in their countries. How

do  you  lure  a  corporation,  by  promising  them  more  and  more  business  friendly



environment.  So,  typically;  that  means  more  relaxed  regulations  and  practically  no

restraints for the business. 

And, typically when that happens the corporation take advantage of that relaxed attitude

and they prefer those countries, which practically have no restraints or very relaxed or no

regulations, basically there is no protection available from the law for the employees in

that country. And, there is a very desperate and poor workforce ready to do any job that

they get and they do not mind what cost it may involve.

(Refer Slide Time: 25:48)

When that happens? What do you think, where do you think the corporations would like

to  go?  Typically, they  would  like  to  go to  the  most  friendly  country. So,  there  is  a

downward race to the bottom, to locate the most business friendly location in that sense,

in terms of the lowest possible labor laws, the lowest demand for employee rights and

lowest protection and treatment for the employees.

As  a  result  what  comes  out  are  known  as  Sweatshops.  Sweatshops  means,  those

workplaces  where  employees  are  treated  in  humanely.  They  work  under  absolutely

unacceptable work conditions. And, if you want examples I can cite at least two, but

there are many more very well-known case is that of Nike; Nike you know the shoe

manufacturer, this was way back in 1996.



And, they went from Japan to other countries and they finally, came to Vietnam. Race to

the bottom, because as they found more and more attractive offers from the country to

have no bars regarding labor rights, that is where you want and what do you expect. In

Nike  in  Vietnam,  the  investigative  report  showed,  that  there  was  minimum  wage

violation there was no proper working conditions in fact, unsafe conditions prevailed,

there  were  no  health  and  safety  measures,  this  is  coming  from  and  multinational

corporation.

Now you might say, but the unit that was there in Vietnam did not belong to Nike it was

the vendors, it  was a local  vendor who owned it.  So, how do you blame Nike? The

answer to that is that ultimately that unit is the part of the supply chain of Nike. So, the

responsibility does come back to Nike, you cannot observe a corporation just like that by

saying that it is somebody else’s. 

Similarly, you know Walmart had an big problem with it is sweatshop condition units in

Honduras. Anytime, you can look this things up where the workers finally, when they

could not take it anymore, they came to complain and one of them came all the way to

and talked to an investigative reporter from the us regarding, this and that is how the

story  came  out  about  the  abominable  inhuman  work  conditions,  that  existed  in  that

sweatshop.
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So,  this  is  race  to  the  bottom.  Therefore,  this  is  to  be  avoided,  what  is  an  ethical

corporation to do I  will  talk very quickly. This is  to act first  of all  responsibly. Just

because there is no law or just because the law is very relaxed does not mean that the

corporation should take advantage of that. In fact, that is when we get to see for the first

time, the ethics of that corporation.

Second,  even  when  there  is  the  workplace  is  outsourced,  there  is  room  to  show

accountability as I just said and the corporation has the power and the presence to rectify

the situation. Let me give you two quick examples, you know Ikea has many stores all

over the world. In it raised the minimum wage in the United States stores it did not have

to, but in 2015 it tried to do that. 

In 2010 there was an issue about the minimum wage payment,  lower than minimum

wage payment in Bangladesh. And, that is when 12 MNCs got together and they wrote a

letter to Bangladesh Prime Minister in support of higher minimum wage. You know this

is not legally required, this was not legally required, this was not legally required, it is

what the corporations felt they should do and that is what we are talking about being

respecting responsibly.

(Refer Slide Time: 30:04)

My last point for today is this lesson from Europe, it is called co determination. It is

another feather to the cap of those who have worked on employer employee relationship.

What this is Co determinations means, both sides are going to determine. Who are the



both  sides  the  employer  and  employee,  where  can  they  come  together  about  the

management of the company and it is operations, this is one.

The  second  is  what  I  have  already  mentioned  to  you  in  corporate  governance.  So,

representatives of the employee present in the board of directors, where are important

decisions are taken about the companies future, the strategy, the policies and so on. This

is clearly seen in Germany and France, where the workers union is very strongly present

and there is also powerful legal protection of the workers’ rights.

So, and this is a concept that also is can being considered in other countries such as

United  Kingdom and United  States.  Why I  am mentioning  this  is  because,  it  brings

another  dimension,  another  ethically  desirable  quality  in  the  employer  employee

relationship.

(Refer Slide Time: 31:31)

With that I am going to finish my talk today, we have finished this topic of employer

employee relationship and from next lecture; we will take up on a new topic.

Thank you very much.


