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MAHNAGING SOCIO-POLITIC. Y ErVIRINMESS IN INDIA:
A NEW TaASK FOR TOF MANAGEMZHNT

SHEKHAR CHAULHURY

Abstract

A recent study of environmental scanning practices of
larger Indian corporations (Dixit 1994} surprisingly f£inds
a total absence ¢f socilo political factors in a list of
twenty~five external factors considered to be most
important ky the sample of 24 companies. Though this study
was conducted on a relatively small sample, it does indi-~
cate the contemporary belief of corporats management that
socio=political forces in the external management are not
very critical to the prospeiity of the firm perhaps |
because according to them they can be managed easily.
Howevey, this paper tates the view that the nature of the
socio=political environment is changing and is increasingly
becoming adverse for the survival and prosperity of the
firm, Hence business organizations would be required to
devote an increasing amount of time and energy towards
understanding and anticipating the social consequences of
their operations. The paper also discusses toe approaches
for responding to the new challenge: the “issues manage-
ment" approach and the good corporate ¢itizenship
approach and suggests that the latter is the more

creative and effective one?



MAN..GING SOCIO-POLLITICAL ENVIRCHNMENT IN INDIA:
A NEW TASK FOR TOP MAWNAGEMENT

Shekhar Chaudhuri*

A recent stﬁ&y 3f environmental scanning practices of
larger Indian corporations (Dixit 1984) surprisingly finds
4 total absence of socio political factors in a list of
twenty-five external factors considered to be most
important oy the sawple of 24 comparnies. Though this study
was conducfed on a relatively svall sample, it does indicate
the contemporary belief of corporate manggement that socio-
poelitical forces in the external management are not very
critical to the prosperity of the firm perhaps because
according to them they can be managed easily. However, this
paper takes the view that the nature of the socle-pelitical
environment 1s changing and is increasingly becoming

adverse for the survival and prosperity of the firm. This

view is echoed by others.

e« A substantial minority of managers has accepted the
fact that the future is not reversible, and the £firm will
be changed from a purely economic to a socio-economic
instrument of society. ... "

Passively, or praactively, management will be
increasingly preoccupied with the problem of business

legitimacy (Ansoff, 1979).

This new demand for change, which has become almost a
L'd

worldwide phenomenon, had its rumblings in the 1960s with

*The author is a faculty member at the Indian Institute
of Management, Ahmedazbad and is a member of the Business
Policy and Organisaticnal Behaviour Areas.



the attacks on indiscriminate use of pegticides and
insecticides, and the pcliuction swewing auwtomepiles in the
U.3.2. The demand becam= z deluge in the 1970s...{Rao,

1984) .,

In this paper, I shall Try o illuctrzte with the help

of four case studies, two detailed and Tho cther two
smaller cnes; the nature ¢f the menerging soclo-politicsl
environment of the f£irm in India atd then svogest

approaches that may be adopted by managements to respond

to the new challenges.

The Case of the Dying Fish*

This is the case of ths Zuari aAgro Chemicals Limited,
which faced the threat of closure immediately after a few
months of its operaticns when the effluents discharged by
the planf polluted drinking water and paddy £ields in the

immediate vicinity. The coppany was promoted by the Birla
Gwalior Private Limited, a sister concern of the well

known businesa conglomerate, the Birla Group of Companies
in 1967. The company entered into a financial-cum~technical
collaboration with fhe Unifed States Steel Corporation in
November, 1968. At that tims U,S. Steel was considered

tc be the tenth largest industrial concern in the U.S. in
terms of turnover; 1t was the world's largest steel

producer, and one of the largest producers of fertilizers,

*This is a summary of a case entitled "The Case of the
Dying Fish" IIMA BP 143, 1979, written by C.Gecpalakrishnan
under the guidance of S. Sreenivas Rao.



fertilizer material and agricultural chemicals in the U.S.
The complete responsibility for dasign, enginesring, and
construction cf the plant was given to Tovo Engineering

Corporation, a unit of Hitsul Group of companies of Japan.

The factory commenced comnercial production of urea in
June 1273. On Séptember 5, 1973, a larce amcunt of dead
fish was noticed in the vicinity of tne effluent discharge
point in the sea. The inhabitants of the nesarby villages
began to agitate. Fish was the staple food of the
villagers. The villagers also complained of pollution of

their wells and '.damage tO Creps.

The state governmenf's punlic health laboratory
analysed the samples of dead fish and reported arsenic as
one of the causes of the mass death of fish. The management
of Zuari denied that the death of the fish had been caused
by the effluents discharced by the plant. The Managing
Director also went on record in an important businegg
daily saying that the piant had by far the most modern
chemical complex equipped with modern devices to check
pollutants. Then followed chemical analysis’ by a number
of other agencies, all of which proved that arsenic
discharged by the plant was responsible for the death of
fish. The state government ordered the temporary closure
of the £actory and also suggested to t%e management the

maximum amount of arsenic that could be allcowed tc be



discharged into the éea if th:z plant were to be operated.
The company was also asked to implemont some long term
measurss to reduce the pollutants in the discharge., The
concerned ministry of the central govermment alsc summoned
the company's Managing Directcr toe Jdiscuss tbe polliution

issue,

However, a vear later, ammonlia cifiiuents began to
prllute again the drinking water wells and paddy filelds
nearby. The villagers again began to agitate, this time,
with the support of major political parties, both regional
and national. The management's reaction was similar to
the previous one. They tried tg play-down the effects

of the effluents.

As a consequence of the damage caused to agricultural
land and wells the state government asked the company to
set up an ammonia stripping plant to control the poilution,
Zuari agreed to set up the plant, but estimated that it
would take two years. Meanwhile an Indian firm claimed
that it had approached Ehe company offering a new method

of treating effluents which Zuari had tummed down.

The villagers however did not calm down, They, with the
support of political parties organized a relay hunger
strike to press the issue, which then came up before the
legislative assembly for discussion. The state government
gave two weeks time to the company to arrange for control

of the pollution or close down the plant., But three days



before the expiry of the notice, the company obtained a
directive from the cantrzl government prohibiting the
state government to order the closure of the company in
view of the acute shortage of fertilizors. However, the
State Government did not heced the contral covernment's
directive, In the mcanwhile the company assurad the
state govermment that it would take appropriate measures
on a long term basis &o control the pollution, However,
the public assurance did not change thes mood of the

villagers.

Two days before the expiry of the state government's
notice, the company appealed to the court to withhogd
the closure order till the Central Board constituted
by the Water {(Prevention of Control of Pollution) Act,
1974 met to discuss the case. The court, however,
turned down the appeal. Immediately thereafter the
state government ordered the company to ﬁake full
compensation to agriculturists for crop damage and to
supply piped drinking water to 40 new villages in addition

to the existing 15 villages.

Why did the company's management behave in the manner
described above? At the time of the court's order to
close down the plant, the management envisaged that
various short, medium, and long term measures would
entail an expenditure of about Rs.3 crorés. 1In fact, the

company had already lost an equal amount or more as a



result of closure at different points of time. With
hindsight, it is clear that delaying tactics did not
ultimately succeed. It sccoms from the pattern of
responses +that managemcnt'-ﬁssumed itself to be &
mighty force which could influcnce the central govern—
ment to achieve anything it desired. The management
scemed to be insensitive te the increasing intensity
of the agitation., The reagon could have bzen that

the villagers were few in number (around 5CO in the
immediate vicinity) and therefore could not create much
of a problem., Hence the management's reaction was to
deny that the pollution was caused by the effluents
discharged by the plant. In its anxiety for profit
maximization in a high growth market characterized

by shortage of supply, it did not read some of the
environmental signals correctly. It failed to
recognize that the interests of the state ana the
central governments could be different. The central
government locked at the situation from a national
perspective. Fertilizer production had to be kept up
so as to keep the suppiy lines full, This was
essential because otherwisc larger quantities of
ferﬁilizer would be reguired to be imported implving
worsening of the balance of payments situation. On
the other hand, the state government Qf Goa, the state
in which the plant was located was committed to the

maintenance of the ecological balance of the state.



Also fish was ﬁha stanls: food of the nHcecople in the state.
These considerctions led the state govormment to defy the
central government's dircctive. Henco, W sce the manage-
ment's objcctive of maximisation ©f ccononic gains led
them into a situation which ultimately went against that
very objective. This case leads us to belizve that the
organization totally failed to rescognize the emarging

socio-pelitical forces in its cxternal environment.

The Silent Valley Projcct

A major hydroelectric powcr project was planned to be
set up by the state government of Kerala in an arca known
as the silent vValley, known for its dense primordial
forests which harbours a large varicty of flora and fauna.
Howcver, agitation by naturc conscrvationists during the
early 80's helpced to initially stall the project and
finally thc central government asked the state government
of Kerala to completely abandon it. The following
guotation from the newsletter of the World Wildlife Fund

claborates on the above issues:

... The campaign to save thc Silent Valley has
received tremendous support and further publicity is being
achicved by distribution of hand-bills in local languagces,
highlighting the actual facts.

The Central Govermment's lettor to the State of Kerala

-

to abandon the hydro-elcecctric project in Silent Valley and

its affer of helv if an alternative project is considered
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by the State has brought in a rav »f hope to the conser-
vationists and eccologlsts, who have zpplauded the Govern-

ment action.

The World- Wildlife Fund India claimed that the
communications of their suporters tc the political
leaders, decision-makers =nd to the ;ress created a power-
ful public opinion which wras lnstruniz t=21l in making the

government review the project.

This case is different from that of Zuari Agro
Chemicals Limited in the sense that the project could
not evenget started. The state government could not
be blamed.” for anything except that they had not
anticipated the opposition to a major project, which in
their view would have brought economic gaine much
iarger than the environmental loss. This has been
perhaps the biggest victories for environmentalists in

India.

The Chipko Andolan

The famous Chipko Andolan or the "Tree Hugging
Agitation™ was initiated in the late 70s by . .-
Mr. Chandi Prasad Bhatt and Mr. Sunderlal Bahuguna in
the forests of the Himalayas against indiscriminate

felling of trees for commercial purposes.

It is now recognized that ecological changes in the

Himalayas have affected the lives of hundreds of millions
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iﬁ the high lands as well as the foothills known as the
Terai region. Contractors appointed by the govermment
have been exploiting the forest wezlth of the Himalavas
indiscriminately. This has crented 2 high degree of

soll erosion on the .umountain slo-es resulting in {requent
landslides avalanches and flaslh floods. According to a
study in the Himalavan region glaciers are receding;

hill slores are becoming barren; and valleys are turning
into deserts (Bahuguna, 1983) water sources are ddrying
up and drinking water is becoming scarce. Mixed forests
have been turned into five forests:; and pine forests into
near deserts. Migration of people from the hill region
towards cities in the plains has already started on an
increasing scale as a result of the ecological crisis in
the Himalayan Children of 8 to 10 years go far away in

search of firewood,

The Chipko Andolan had its historic beginning in
December 1972 at the Mandal village in Chameli District
(in Uttar Pradesh) which started a chain reaction of a
series of protests. Though the focus and nature of the
pprotest and the force behind it has changed considerably,
it is reported that there has been some degree of success
in reducing the indiscriminate felling of trees. In 1977
the Chipko movement shifted its focus from a purely econo-

mic demand of the forest dwellers' right to forest
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resources towards a much broadoyr goal cf maintaining an
man
ecological balence betweeny o and noture. Womnen wers in

the forefront cf this shift in ths mevement's orientation.

The Bhoral Trogedy®

The gas tradedy that result=d in the dextiy of more
than 2500 pecple in Bhopal was degc:ibned bv one of the

fortnightly Indian magazines in the £ollcuine aanner:

The night of December 2,3, a anicnt tist Chopal
can never forget. A Monday of macabre death, a killer
cloud of gas that silently settled on an unsuspecting
city and converted a pleasant, mild winter's night into
a nightmare of misery, panic, sickness, and for at least
2,500 people ... & slow, painful,_unnecessary 8
out of life. That it was the worstever industrial
accident in history, taking an unprecedented and still
uncounted death toll and lesving no fewer than 50,000
affected, was quletly drarfed by the tidal wave of human
suffering that spread quietly acrcss the city like the
poison cloud that caused it...(india Today, December 31,
1984).

In this case too the management of the company adopted
a reactive strategy to agitations by people affected by
ppollution created by effluents discharged by the plant
over a considerably long period of time. The company's
management always tried to suppress theqﬁovements against

it by either making side payments to influential persons

*This casc is bascd on a number of articles publishod
in mnrgazines and newspapers roecantly.
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or paying monctary compensation to dir&ctly affected
‘people as borne out by various reports in newspopers and
jourﬁals. The Government, both at the State level and
at the Centre, it scems took a lenient view of the
safety lapses on the part of the company. Here too the
stote and central governments had o larger perspective
and were intercsted in the pro.uction of pesticides
whiich was congruent with the firm's objective but at
(variance with the intercst of the local people which
wanted an atmosphere free from pollution, It is an
ivory that it had to be left to an unimaginably
devastating catastrophe to force the government to ask
the management to close down thc plant. A number of
steps have been taken by the central and state govern-
ments for avoiding such calamities. But the

moot question is why such a tragedy had to occur at
all? Could not the management have taken preventive
measures? To find answers to thase questions we have

to go into the details of the situation.

r

The industrial liccenge for setting up the Union
Carbide plant at Bhopal for manufacturing the pesticide
brand named Sevin (the generic name of which is Carbaryl)
was granted in 1969. In 1971, the first step towards
manufacturing Sevin was taken by Union Carbide when a
pilot was set up to manufacture alpha napthol. The next

year, proccss development was started to make Temik,
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a highly toxic pesticide. In 1972 thoe company received
a letter of intent for the monuiacture of 5,000 tonnes
of MIC - based pesticid:s, the first phase was complceted
in 1977 and production wag startad, thoe sccond phase of

construction baing comploted towards the end of 1879,

The two basic raw materinls used by Union Carbide
are monomethylamine (MMA) and phosgenc, MMA and phosgene
are first convorted into an intormoedizto, mothyl
Cérbomyl chloride, which is thoen thoermally decomposcd to
produce MIC. Apart from those two substances, the other
ingredicnts used in various stages of the production of
MIC dre carbon monoxide and chloroform. Table provides

the hazard rating of the chemicals.

Table 1

-Qgemical Formula Hazard Rating
Carbon Monoxide Cco 4—-4-1
Chloroform _CH CL, 3-0~1
'MIC (highly

inflammable) CH,NCO 443
Phosgene CO CL, 402
‘MMA CHq NH3 4-4-1

Bource: Adapted from Radhiks Ramascshan, "The Bhopal
Tragedy", Economic and Political Weckly,
December, 1984,

Inspite of the fact that the government had becn

appfiSed of the noxiocus charccter of the materinls, the
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governmont wont shes 4 nno grontsd the Liconcos to seot up the

piant, oswnsibly to conscrve forcign oxmoivaco.

Baycyr, nnotnor multinotionsl corpovction, alsc producas
MIC ipn Doymegoen, Wast Sormony, ~nd Antecrs, Dolgiume It
uscs non~toxic intermodictas, nomely doncthyl urss and
diphonylesrbonats, for moking HIC. Following dost Gorman
izw tho Baver orocoss inwelvos no shosgenc., Unlon Cnarbide’ls
plant in Bnopfﬁ,*in addition to wsing lathel grscs has also
hed a poor aoafcty record almost from tha wﬂuggﬁiﬁﬁc. Four

major accidents took place botwoon 1978 and 1282, some

details of which are providod in Teble 2.

One of tho reooent articlos on the Bhopal tragedy
noted that atmosphorie tests conducted by the Madhya
Prodeosh Enviponmont ?olluti&n Control Board indicated a
high degree of toxidcity within thoe Unicn Carbideo's plant.

However no nction was tekan by the government.

In 1974 o rombor of cottle died oftor drinking water
Eror 2 noerby pond but it is pepcrted 4hnt the gowernmont
Aid not take any punitiye agticn against thoe company. The
company it gooms peoid o componsoticon of Rel.300~500 per
animal to the villagors. The "poy-cffs" for thoe government
were in the form of a gucst house situated in on exelusive

roaldential arca of Bhopal £or the gntortainmont of

g
st

politicilong, wte. The company s¢ didoouraged dnctors of

W
£y

Bhopal's biggoest hospital, the Homidia Hospitel from



S.No. of Noturc of Accidont
cccident
& Dotc
I M~phthastock chught
Nov.24, firce from welding
1978 rod
1T Disr_g-rd of b-sic
DeC. 26, snf oty proc.dures
1981 before copening gosg
~ipcline, Hond of the
Devnriment hnd not
coertificd whether the
pipcline had boon
cmpticd of phosgonc
or not
11T Failurc of Moechanical
Fcb.10, Scal of Phosgone pump
1982 lod to leakage of

Phnosgonca.

T=ble 2

Effcct of
Accidcent

Not known

De~th of
maPreenance
worker:

25 workers
hospitalised
after
inhaling
Phosgcne. NoO
deaths
roported

Governmaent
Dircective

Reomovae all sourccs
of ignition from
proximity of raw
motcrial

1 Workcrs should be
instructed in the
usc of Breathing
apooratus.

Govecrnmont instru-

Ramarks

No follow up by
Govoernment

No proper investigation
cither by Govt. or the
company.

Government cngquiry

ctcd managoment to §id not go into

sec to i1t that
somc cngincer .

det-ils of the reasons
for the mechanical

should be given th&-jlure, Company's

responsibility to
tzst and check
the pump undcr
running condi-
tions for
leakages

excuse was that in case
of unexpected mecha-
nical f=ilures zmount

0f toxic properties

released would be with
in tolerable limits.
Company advised wor-
ker to develop resis-
tance to toxic gascs
by drinking six to
seven glasses of milk
and eat a high protein

[
NN



S.ivn. OF
Accldont
& Dot

T
- \Ir
—

Cot. 5,
1982

N-turce of Accident

Table 2 Contd...

Bffoot of
Accident

] ' :

Flangoe o]
prpelineeg o
ing MIC =owve way.

-

-

ol
g

M-jor.accident
avorced. by plugging
MIC.lezknge.. - -
morually,

Four workoers
seriously
affected by
the gos.
Workcrs and
residoents of
nearby slurs
complained
of breath~
lessness and
irrigation
in the cycs.

Govornmment's Directive Remarks

Govoernnent's report did not
mcntion that people had fled
their homes in peanic. Governe-
mcnt's instructions werco:

(1} Proper proccdurcs shcould
bo followed before
cperating the pleant.

(2) Man=gcment should ensure
hanging of rcd tags on
machines not to be
opcrotad.

(3) Unzuthorizcd persons
not to be =llowcd
insids the plant.

ST
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examining Union Carbide's worxers. In roturn the hospital
got an artificial respirctor and two private words for the
use of VIFs, Other actions t-ken by the comprny to
suppress agitation against it wore the monivul-tion of
the local press and horemssmene of union londirs cic. It 1s
reporred thot in 1982 whon the plant had celebrated 2
'safety weok' workers snid, ten nccidonts
had teaken nloco within o period of 7 d~ys. According to
workers therce were sever~l ranscns for the poor sofety
record; untrained supervisors, stofety lopscs; failures of
parent company to ensure that the loczl man~gament
implemented its s-fety rocommendation and alse failure of
the govermment to instruct the compony to improve the
safety nspocts inspite of the fact thot,

Articlc 487~ of the constitution states thot, "The State
shz1ll endcavour to protcct ~nnd improve the cnvironment
and to safogunrd thé forcsts and the wild lifc of the
country“. Dospitc all the warnings the plant gave from

time to time, the government £ailod to pull up the company

However, rocently'in the ~ftormnath of the tragedy
there have becen a number of ~ctions tnken by tho governs~-
mont to avert such accidents in the futurc. Some of the

actions tokon r~re:

1. The government is considering the sctting up of a
o
nationnl scicntific amd mcdicnl committec for a

coordinnted study on the cffcets of toxilc gos
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lenk~ge and to give ~utherit-tive opinion on the

atobds o bo trken on the medicml ~nd scicntific

lovel {(Times of Indi-, Jonucry 19, 1984) .,

2. Th: gt-te ~uthworitics issucsd 2 notlce under the
Insccticidos Act, 1962 concolling tho compony's

manuf~cturing liccnco.

2. The government hns nlroendy docldod to sct up a
spucinl coll to mrke o dot-iled study of the
practiccs in voguc in the developed countrics to deal
with haz-rdous substanccs and thoe institutional

controls in forceco.

4, 4 lcgnl ccll has becn sct up in the law ministry

to obtaining a~dcquate compens~tion for the victims.

5. The T-tn Institutc of Social Scicnces has been

cngogad to assess casunltics ond othor dotails.

6. The ccntral govornment hos dirccted the state

government to walve court foes in respect of all

cascs f£iled agains Union Cerbide for compensation.
'

It also has dcecided to ~mend the law to permit

collcctive cection against the company.

T More than 500 cascs have alrcady been £ilcd for

compénsation.

8. The central government is considlring a request

of the chicf Ministor of Madhy~ Prodosh to nationalisc
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and take-over the Bhopol Unit ~nd othor proportics of

Union Carbide in Bhopel.

9, An cxXports committos h-os becn constitutod in the
Ministry of Agriculturc to look in teo thl gucstion of

phnsing out pesticidos.

10. Tho Bhopal tragedy hos boon responsible for the
hardoning of the stand t-ken by Mnh~rashtra Pollution
Control Board (MPCB) agrinst thoe sctting up of the
sccond 500 Md unit by the Tatm Power Compony. The
MPCB has with held the no objoction certificate to
onsurce use of non polluting fucl. It has also
deeided not to allow any mbre industrial unit using
coal as a fucl to kcop o chock on air pollution in
Bombay. The depertment of cnvironment of the Central

govarnment has also supportad MPCB's dccision.

The Bhopal tragedy hos transcended the borders of
Indiz. A Latin Amcricrn country rcturncd the MIC gas which
had been stopped by the parent company's plant in West

Virginia in the U.S.a. & report in th. Indian Exprcss of

r
Deccmber 28 states:
... in thc wake of the trogedy in Bhopal which also
left some 60,000 people injurced MIC shows sign of bocoming

a chemical without a country.

FPrance and Brazil alrcady have banned importation of
MIC and Union Carbide Corporation has tempSrarily ccased
production of the chemical at its plant here (West Virginis)
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plscussion

The situations describod in thoe provious saction are a
pointcr to the socio=-political cnvironment in India. All the
foﬁr situntions show thot environmentl forces beccame extremcly
powcrful though aftcr a protracted poriod and in some ¢nascs
aided by a catastrophc. Nevortholess they are indicators of
a general trend of the now development in the busincess environ
ment.

The two cases on pollution ceuscd by ciflucnts discharged
by the plants described in the forcegeoing scctions brought out
in great dctail the recasons for the catastrophes. In both the
cascs the management was oblivious of the writings on the wall
There were ample signs in thoe externzl cenvironment regarding
the adversc socinl conscqucnccs of the operations of the
plants, but the management did not hced them. It is clear
that thc menagoment's only goal wos maximization of cconomic
gains and in pursuing that goal thcy werc willing to take
such actions as thcy found nceccessary to overcome any form of
resistance cncountorcd. The valucs of the top management of
thesc two organizations arc only representative of the valucs
institutionalised in thc contcmporary large Indian busincss
firms of to-day. It is not that thce Indian busincss firm
docs not take part in social activities. Mony of the large
business conglomeratcs donatc handsomely to social causcs. In
fact, they pride themsclves on the social work done by them.

The Birls group of companics hns constructod temples in many
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major citics, they have scet up ¢ducationsl institutions like
Birla Institute of Technology in Pilani and Ronchi, planetariums
in some citics cte. The Tatns hove beon in the forcfront of
socinl retivitics too. bLong bufore the foundor of the modern
Tatn cmplre was ihstrumuntal in scttinq uo the now well known
Indian Institute of Scicnece at Beangoloro, Totn Institutce of
Fundamcnt~l Roescoarch, Bombay; Tata Concur Rueschrceh Institute,
ete, ~re also products of thoir cntroproincurship in the soecial
arcnz, However, it scums thot thoe ceontemnorary vicw of busi-
ness in India is that cconomic activitics of busincess cntor-
prisc should bc seen in tcrms of thueir cconomic benefits alone
and hence the social conscquencoes scem to be glossed over,the
concern is to overcome thoe proklem at the least cost. On the
othcr hand, socinal activitics of busincss firm arc scen in
torms of theoir social valuc only. According to thcom cconomic
and socizl activitics ncod to be vicwed scperately. They should
not bc combinzd together. This, according to mo, scams to ba
the reason for the lack of concern of the contemporary managar
in India for thc possible socinl conscquences of cconomic
activitieos,.

The contemporery busincss-cnvironment relsationship may be
termed as Managerialist - Philanthropist. The managerialist
is conceorncd only with profit moximizstion, while the

philanthropist is intercsted in doing good to socicty.
'3
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Thos. f£irmms which have surplus funds corin transit from a purcly
managoerinlistcts oriontation to 2 rhil-nthrosists oricntation.
Thoe fiem which mnakoes this tr-nsition romnins in two dichotomous
oricntotions simultrncously. In its cconomic nctivities it
trics to maximise proflts not caring for the socinl consc-
gquences and in its philanthropic ~retivitieos it trics to got
socinl recognition. However in the omerging cnvironment thoesc
two oriuntations would hove to be integr-tod to induce the £irm
to respond to the chollenge. Tho coses deseriped in the foro-~
going sections arc not isclated incidonts. They ~re port of an
emerging trend. ' There is likely to bo ~n incre~sc in public
pprcssurc on busincss enterxpriscs and their very ligitimacy
will begin to be guestioned. This hes Alrcady happened in the
Wost, and that movement is slowly making in roads into India

and is likely to sproed furthor in the developing countricse.

What can corpor~tions do to rcspond to this cmerging
situation? Two possiblc approachcs arc described in the

fellowing parographp,

The "Issucs Managcment! Approach

In this ~pproach busincss orgnnizations rcalize that thoir
survival as profitablc conterpriscs depcends nct only on thcir
offoctivencss in business per sc but also on thoir 2bility to
anticipate, undcrstand and influcncc gsocio~political issues
(Johnson, 1984). 1In this npproach, the manager acknowlcdges,

that there are social conscquonces of cconomic activitics. As a
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rcesult of the social conscquenccs thore is likely to be
opposition to the firm's r~etiviti:s., This opposition noecds
to be anticipated, ~nnlysed and ovorcomc. The manaoger's

goal would be to influcncoe the dovelomnont of issucs by
responding to enrly worning signnls. 2 model of an cffective

issuc man~geoment procoss is ns follows {(Johnson, 1984).

1. Scanning/Monitoring

Scon@nd monitor whot is belng s~id, writtin -~nd donc by
public, moedin, intorcest groups, govornment and othor opinion
lcrderse.

2., Identification/Prioritization

Idcntify ond prioritize the issucs thot impoct on the
comprny and arc gnining widosproeod support.
3. Analysis

Annlyzoe thosc issucs to dotormine probablce impact on
the company.
4, Dgeision

Dceide stratogy to take advantage of the favourablo

aspects of thosc issucs and escape the harmful effccts.

5. Implcmentation

Implcment the policics and programs approved by top
managoement to achiove thosce conds.

6. Evalugtion

Evalunte the success of thosce policies and programmes o

dctermine futurce strntocgy on this and relatcd issucs.
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An ex~mple of 2 rosponsc in thoe e-sc of Zutri Agro Chemicals

Compsny Ltd consistent with the "Issucs Managoment"” perspostive

in thoe following®

1.

Accept the chnrge m-de by tho villogors but say that
they ~re not the only oncs. & lot of fish dic of oil
slicks, minzral dust, hot wotor dischorge or thelr

sulcidrl tondzneoicse.

Do somcthing to compens~-tu for the loss to the
fishormen like o quick yiclcding projocct to improve
fish culturc or providc ald for sctting up o cold
storrge which could also prescrve the loenl casheow
frult for ocut-of-scason distillation.

Educnte. the local pcople and activists about tho
benefits of fortilizoers,

Educate tho local people in grast detnil the steps
being taken by thoe managoment. This should kbc done
in » form intclligible to the local people.

The same oduc~tion should be impartod to political
lcaders, burcaucrnts and relev-nt technicnl peoplc.

Spcll outfclcarly to all tho stakcholdors the total
cost all the pellution control messurcs would cntall
and their implicationsi in tcrms of higher costs of

production and thercfore higher prices.

The assumption is that freguent and detniled communication

~bout thc vorious aspects mentioned above would hoelp to defusc

such a situation beecouse once the peoplc understood all the

‘ramifications that is though industrics crente pollution they

do producc benofits.

I

*Adgpttd from S.V. Dosai, "Necdoed: & Will to Communicate™
Vikalpa, PP, 204285,
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The Good Corpor-t. Citiz.nshin aupronchis

This is tho most crontive rosgonsa Loe-use this appronch
assumes thrt socisl activitics of busin.oss orgrnis~tion can
hove cconomic benefits teoe. EBconomie and socinl ~ctivitices
are not scon as divorced from crch othoer but -ro doliberntely
combined to ~chiive synergy. Whon this view is internaliscd,
MOM2Ggors would not considcor responding to scocizl consoguencas
of ceonomic activitics 2s 2 noecossory ovil but viow thom s
sourcces of busincss opportunitics. An cxrmple 0f responsc
cons.istcnt with tho “"Good Corpernte Citizenship Approach"

. . . o ; K
in the Zuari Agro Chemicals Limitcd cnsc is the following:

1. Apprccintz the valucs of the local popul-ticon and
their cconomic roality.

2. Initiate short -nd long torm mansurces to solve the
pdllution problcm perm-onontly by scoliciting active
support of finnncial institutions ond thoe state
government for funding of pollution control eguip-

mont,

3. Improve corporate crodibility by coffictive communi—

cation,

4, Explorc the possibility of involving in social
" activitics/pollution contrel opcrntions, which

rmight h~ve cconomic bonefits,.
An example of the fourth kind of action (Roo, 1984)
maentioned sbove is provided by the strotugy adopted by the

Indi~n Potrochemicals Corpor-tion Limitcd (IPCL): Gujarat

+«

*Adoptcd from Hasmukh Shah, "“Provide Socinl Costé in the
Capital Outlay," Vikolpgp, pp.203-204,
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~Finury, Gujrret Stote Fortilisore Corpor-itlon, Sujmr=t

Industri~1l Dovelopmont Corpor-tlon ~nd othrr industrics

[ N

n and oround Vadod~orn, ~ citv in Yostorn Indl-. Thoey
hove together contributsd Rs.120 willion Zor installing
a 55 km long offluent dispos-l chr-nn:l, 2005 ~lso cxtracts

cil cg a2 by-product from th. cfiluwnts,

Conclusions

It is the =2uthor's bellsf thet in Indis pulkrlic copinion
agninst companics whose opcraticns have advorsce impact on
the cnvironment is likely to become incrcasingly stridant.
Pirms not only in this catcgory but busincss in general
is likely to face the problem of proving their legitimacy
if thoy bchave as irrcsponsikbly as Zuari Agro Chomicals
and Union Carbide. The cascs described here zre not
igolated incidocnts but scam to be part of & now trend in
the socio~ politicrl environment. Filrms would bo
requircd to rcocspond crentively to this challocngs ond more
from a menagorialistephilanthropist vicw of their relation-
ship with the environment to a prgragmatic vicw which sces

cconomic and social activitics in on ldtograted fashion.
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