Mains Practice Question

Case Study

Meera is a senior executive at a publicly listed company in India, specializing in renewable energy
projects. The company is in the process of bidding for a government contract to build a large solar power
plant in a remote region. The contract is highly competitive, with several top-tier companies vying for it,
and winning it would bring significant financial gain and visibility to Meera’s company.

A few months prior, Meera’s brother-in-law, Rajiv, was appointed as a senior official in the Ministry of
Renewable Energy, the very ministry responsible for overseeing and awarding the contract. Meera and
Rajiv have a close relationship, and although she knows that Rajiv has a strong professional reputation,
she is also aware that he is under considerable pressure to ensure the success of the government’s solar
power initiatives.

Meera’s company is one of the top contenders for the bid, but she learns that Rajiv may be in a position to
influence the decision-making process, and there is a possibility that Rajiv might help her company’s bid,
albeit subtly, given their personal relationship. Meera feels conflicted: while she knows her company is
capable of delivering on the contract, she is aware that her family connection with Rajiv could create a
perception of conflict of interest and lead to accusations of favoritism.

Meera’s dilemma is compounded by the fact that the company’s shareholders are pushing for aggressive
expansion and winning this contract could significantly increase the company’s market value. However,
Meera is also deeply concerned about maintaining ethical standards, public perception, and the integrity
of both her personal and professional reputation.

Questions:

a) What are the key ethical dilemmas involved in this situation?

b) What steps should Meera take to ensure that her involvement in the bidding process remains ethical
and transparent, given her personal connection to Rajiv?

¢) What are the potential risks of allowing personal relationships to influence corporate governance
decisions, particularly in public sector contracts, and how can these risks affect the company’s long-term
success?
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Introduction:

Meera, a senior executive at a renewable energy company, is bidding for a highly competitive
government contract to build a solar power plant. Her brother-in-law, Rajiv, is a senior official in the
Ministry of Renewable Energy, which oversees the contract. There is a possibility that Rajiv might
influence the bidding process, given their personal relationship. Meera faces a conflict between
professional responsibilities and her familial ties.

Body:

a) What are the key ethical dilemmas involved in this situation?



Personal vs. Professional Integrity: Meera is torn between leveraging her personal connection
with Rajiv to potentially secure the contract and maintaining her professional integrity by
ensuring that her company’s bid is evaluated purely on its merits.

o Using a family connection might provide an unfair advantage, leading to
accusations of nepotism or favoritism, which could undermine Meera’s credibility and that
of the company.

Corporate Success vs. Ethical Standards: Meera is under pressure from shareholders to secure
the government contract, as winning it would greatly benefit the company’s financial standing and
market value.

o However, she is concerned about how the company’s success may be perceived if a family
connection plays a role in securing the contract.

o The pursuit of financial success for the company could lead toactions that compromise
ethical standards and public trust, potentially damaging the company's long-term
reputation.

Transparency vs. Secrecy: Meera knows that any involvement of Rajiv in her company’s bid,
even if it's indirect, may create a perception of impropriety or influence-peddling.

o Failing to disclose the family relationship and the potential for bias -might result in public
scrutiny or accusations of unethical behavior, undermining both her and the company’s
transparency and accountability.

Competence vs. Favoritism: Meera’s company is a strong contender for the contract due to its
capabilities and experience in renewable energy projects.

o However, the possibility of Rajiv’s influence could make it seem as though the
company's competence is secondary to familial ties.

b) What steps should Meera take to ensure that her involvement in the bidding process remains ethical
and transparent, given her personal connection to Rajiv?

Recuse Herself from the Decision-Making Process: Meera should step back from any direct
involvement in the bidding process to avoid any potential conflict of interest.

o This means refraining from influencing or participating in decisions related to the bid.

o Given her family connection to Rajiv, her involvement could be perceived as biased,
even if her actions are entirely ethical. A recusal ensures transparency and removes
any doubt about favoritism.

Declare the Potential Conflict of Interest: Meera should formally disclose her family
connection to Rajiv to both her company and relevant stakeholders (such as the board of
directors and other executives).

o Full disclosure will demonstrate her commitment to transparency and ethical standards.

o This can help in making sure that there isno ambiguity about the relationship and
that the company takes appropriate steps to mitigate the perception of conflict.

Implement an Independent Oversight Mechanism: Meera’s company should establish an
independent committee to handle the bidding process, ensuring that decisions are made based on
merit and the company's capabilities rather than any external influences.

o This committee should ideally be composed of senior executives who have no
personal ties to the Ministry of Renewable Energy or Rajiv, further promoting
transparency and fairness in the process.

Limit Contact with Rajiv Regarding the Bid: Meera should refrain from discussing the bid or
the ongoing contract process with Rajiv, even if the discussions seem innocent.

o Any communication, even if informal, could create the perception that Rajiv is influencing
the decision-making process, whether or not this is the case.

o Keeping a clear boundary between personal and professional matters will help
eliminate any doubts about undue influence.

Ensure Public Disclosure and Transparency in the Bidding Process: Meera’s company
should ensure that the bidding process itself is conducted with the utmost transparency.

o This includes publicly available criteria for evaluation, fair and open competition, and clear
documentation of the decision-making process.

o If any doubts arise about the fairness of the process, such transparency can help reassure
the public and stakeholders that no undue advantage was given.

c) What are the potential risks of allowing personal relationships to influence corporate governance



decisions, particularly in public sector contracts, and how can these risks affect the company’s long-term
success?

= Compromise of Fairness and Transparency: Personal relationships, such as Meera’s
connection to Rajiv, can lead to decisions that are influenced by family ties rather than objective
business considerations.

o This could result in favoritism or nepotism, where contracts or opportunities are awarded
based on personal relationships rather than merit.

o In the long term, this erodes trust within the company, among stakeholders, and with the
public.

= Reputation Damage: Any hint of favoritism or unethical conduct in awarding public sector
contracts, particularly when a personal relationship is involved, can lead to significant
reputational damage for the company.

o Public trust in the company may be eroded, affecting investor confidence, consumer
loyalty, and relationships with regulatory authorities.

o Qver time, this reputational damage can limit the company’s ability to attract new clients,
partners, or investors and could lead tolower market valuation or loss of competitive
edge.

= Legal and Compliance Risks: When personal relationships influence decision-making, the
company might inadvertently violate laws related to conflict of interest, corruption, or unfair
competition.

o For instance, if Meera’s company wins a contract due to Rajiv’s influence, it could violate
principles of fair competition and public procurement regulations.

o Legal challenges or investigations can be costly, diverting resources away from the
company’s operations.

o Prolonged legal battles could result in penalties, fines, or loss of future contracts. In
some cases, the company may even face criminal charges, leading to severe financial
consequences and long-term damage to its market position.

= Undermining Corporate Governance: Allowing personal relationships to influence governance
decisions weakens the effectiveness of the board of directors, executive management, and
other governance structures.

o |t leads to a lack of accountability and independence in decision-making, which is a
cornerstone of good corporate governance.

o Weak governance structures are often marked by poor decision-making, which can lead
to misallocation of resources, unchecked risks, and long-term inefficiencies.

= Erosion of Employee Trust and Workplace Culture: If employees believe that personal
relationships take precedence over performance or merit in the decision-making process, it can
erode employee trust in leadership and the company’s values.

o The company could experience increased turnover, low morale, and reduced
productivity.

o Talented employees might leave for organizations with better ethical standards,
further hindering the company’s potential for growth and innovation.

Mitigating These Risks:
To mitigate these risks, companies must implement strong governance policies, including:

= Clear conflict-of-interest guidelines: Ensure employees at all levels, especially executives
disclose potential conflicts and recuse themselves from decisions where such conflicts exist.

= Independent decision-making structures: Create an independent review or oversight
committee for critical decisions, particularly in competitive bidding processes or public
contracts.

= Transparency in procurement processes: Ensure that the bidding process for public sector
contracts is open, transparent, and based on merit to avoid any undue influence.

= Whistleblower policies: Establish systems that allow employees to report unethical
behavior anonymously and without fear of retaliation.

Conclusion:



In this case, Meera must prioritize integrity and transparency over personal relationships. By recusing
herself from the bidding process and ensuring independence, she upholdsduty-based ethics (Kantian
ethics), ensuring fairness and accountability. This protects both her company’s reputation and public

trust, securing long-term success.
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