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ABSTRACT:
A business firm is deemed to practice high standards of ethics if it deals with its employees,
suppliers, customers, creditors, shareholders, and community in a fair and honest manner.
The most admired—and increasingly most successful—companies in the world abide by a
code of serving people’s interests, not only their own. “Firms of Endearment” have a culture
of caring and serve the interests of their stakeholders. Stakeholders are defined in terms of
the acronym, SPICE: Society, Partners, Investors, Customers, and Employees. Firms of
Endearment create a love affair with stakeholders. In general, ethical behaviour and long run
profitability are positively correlated. Product and service quality, customer satisfaction, and
company profitability are intimately connected.Quality is clearly the key to value creation
and customer satisfaction. Maruti Cars pvt limited earned Lower Profits After Tax (PAT)
Rs.12.187 Billion while it’s Customer Service Index Points are 819 during 2008-09, and
Maximum Profits After Tax (PAT) Rs.37.112 Billion while it’s Customer Service Index
Points are 906 during 2014-15, which shows a positive correlation of 0.6632 between Profits
and Customer Satisfaction.A satisfied customer spreads positive word of mouth and there by
increases the brand image of any company.
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1. INTRODUCTION
Business ethics refers to the standards of conduct or moral behaviour as applied to business
practices.A business firm is deemed to practice high standards of ethics if it deals with its
employees, suppliers, customers, creditors, shareholders, and community in a fair and honest
manner.
In general, ethical behaviour and long run profitability are positively correlated. Of course,
given the subjective nature of ethics, in many cases the choice between ethics and profits is
ambiguous. Consider the case of a pharmaceutical company that has developed a new
product which is quite effective in treating a certain medical condition. While independent
government tests show that the product has no adverse side effects, the research done by the
company suggests, though not convincingly, that the product may have some harmful side
effects. If the company abandons the product, it denies the benefit of the product to patients
and sacrifices potential profit for itself. If the company makes the product, it has to live with
the discomfort of knowing that the product may cause problems to some patients. What
should it do? The choice may not be easy.
1.1 Business Ethics
A very important mechanism of corporate governance, and one that has become increasingly
important for a board of directors to emphasize after the recent scandals is to reinforce an
organisation’s code of ethics, and to insist managers use these ethics to guide their decision
making. Ethical behaviour helps a firm to avoid fines and legal expenses, build public trust,
attract and retain talented people, and gain the loyalty of customers who appreciate its
policies.
Ethics are moral principles or beliefs about what is right or wrong. These beliefs guide
individuals in their dealing with other individuals and groups and provide a basis for deciding
whether a particular decision or behaviour is right and proper. It helps people determine
moral responses to situations in which the best course of action is unclear. Ethics guide
managers in their decisions about what to do in various situations. Ethics also help managers
decide how best to respond to the interests of various organisational stakeholders.
1.2 Models for Business Ethics:
Utilitarian Model: An ethical decision is a decision that produces the greatest good for the
greatest numbers of people.
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Moral Rights Model: An ethical decision is a decision that best maintains and protects the
fundamental rights and privileges of the people affected by it. For example, ethical decisions
protect people’s rights to freedom, life and safety, privacy, free, speech, and freedom of
conscience.
Justice Model: An ethical decision is a decision that distributes benefits and harms among
stakeholders in a fair, equitable or impartial way.
2. LITERATURE REVIEW
Ethics could be seen as a constraint on profitability. This view indicates that ethics and
profits are inversely related (Bowie 1998). There are probably times when doing the right
reduces profits. A more positive view, however, is that there is a positive correlation between
an organization’s ethical behaviours and activities and the organization’s bottom line results.
In fact, a reputation for ethical business activities can be a major source of competitive
advantage. High standards of organizational ethics can contribute to profitability by reducing
the cost of business transactions, building a foundation of trust with stakeholders,
contributing to an internal environment of successful teamwork, and maintaining social
capital that is part of an organisation’s market-place image.
The importance of business ethics to an organization has been discussed from differing
viewpoints. Some managers consider ethics programs in their organisations to be very
expensive activities that are only societally rewarding.

Examples from the business

community, however, suggest that companies viewed as ethical by the company’s
stakeholders (i.e., customers, employees, suppliers, and public) do enjoy several competitive
advantages. These advantages include higher levels of efficiency in operations, higher levels
of commitment and loyalty from employees, higher levels of perceived product quality,
higher levels of customer loyalty and retention, and better financial performance (Ferrell
2004).
The link between ethics and profitability has been studied for several years.

A study

summarized 52 research projects examining the correlation between ethics and profits
(Donaldson 2003). The results were encouraging for those supporting a positive linkage
between the two variables. Of the 52 studies examined, 33 studies indicated a positive
correlation between corporate ethical programms and profitability. 14 studies reported no
effect or were inconclusive, and 5 indicated a negative relationship.
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Fundamental to the value profit chain model is the concept of customer value. Heskett et.al.
(1997) developed a value equation to describe the concept of customer value. They described
customer value in terms of two components – customer revenue and customer cost with the
resulting customer profit (or loss) representing value to the customer in terms of (1) benefits
in utilising the product, (2) relationship with the company in purchasing the product, and (3)
relationship with the company’s representative (e.g., salesperson). Value, as perceived by the
customer, is represented as follows:

Customer Value =

The numerator in the customer value equation represents income or revenue (both real and
psychological). This customer revenue consists of results the customer realizes from actual
use of a product or service and the overall quality of the process of initiating and maintaining
a relationship with both the organization and the organization’s representatives. Value, as
perceived by customers, is the difference between the personal revenue (results + process
quality) generated and the personal cost (price + acquisition cost).
2.1. Value and Satisfaction
Any market offering will be successful if it delivers value and satisfaction to the target buyer.
The buyer chooses between different offerings based on which she perceives to deliver the
most value. Value reflects the sum of the perceived tangible and intangible benefits and costs
to customers. It’s primarily a combination of quality, service, and price (“qsp”), called the
“customer value triad.” Value increases with quality and service and decreases with price,
although other factors can also play an important role in our perceptions of value, creation,
communication, delivery, and monitoring of customer value. Satisfaction reflects a person’s
judgements of a product are perceived performance (or outcome) in relationship to
expectations. If the performance falls short of expectations, the customer is dissatisfied and
disappointed.

If it matches expectations, the customer is satisfied. If it exceeds them, the

customer is delighted.
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Figure 2 Modern CustomerOriented Organization Chart

2.1.1 Influence of Customer Satisfaction
For customer centred companies, customer satisfaction is both a goal and marketing tool.
Companies need to be especially concerned today with their customer satisfaction level
because the Internet provides a tool for consumers to quickly spread bad word of mouth—as
well as good word of mouth—to the rest of the world. Some customers even set up their own
Web sites to air their grievances and dissatisfaction, targeting high-profile brands such as
United Airlines, Wal-Mart, and Mercedes Benz. Describing events and actions as being
wronged by the company, these Web sites often attempt to galvanize consumer discontent
and protest.
Companies that do achieve high-customer satisfaction ratings make sure their target market
knows it. Once they achieved number-one status on J.D. Power’s customer satisfaction
ratings, Maruti in India advertised that fact.
J.D. Power’s customer satisfaction ratings make powerful advertising copy for customercantered companies:
2.2. Product and Service Quality
Satisfaction will also depend on product and service quality.

What exactly is quality?

Various experts have defined it as “fitness for use,” “conformance to requirements,”
“freedom from variations,” and so on.

We will use the American Society for Quality

Control’s definition: Quality is the totality of features and characteristics of a product or
service that bear on its ability to satisfy stated or implied needs. This is clearly a customercentred definition. We can say that the seller has delivered quality whenever its product or
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service meets or exceeds the customer’s expectations. A company that satisfies most of its
customers’ needs most of the time is called a quality company.
2.3. ETHICAL PRACTICES AT MARUTI SUZULI INDIA LTD
a. Economic Sustainability: The complex nature of automobile industry places huge
responsibility on the Original Equipment Manufacturers (OEMs’) like us. In addition the
sustainability of a number of enterprises in the value chain of the automotive industry
depends on us.
One Component: One gram weight reduction. We launched the “One Component, One Gram
Weight Reduction” program to improve component designs with an objective to reduce raw
material usage. This has helped us remain cost-effective during a time when the prices are on
the rise.
Suggestion Schemes:

The suggestion scheme of the company continues to motivate

employees for creativity and innovation collectively, the employees of the company
implemented over 1,00,000 suggestions giving the company an annualized saving of over
Rs.700 million.

The employees are duly recognised and rewarded financially for their

contribution.
Support to Vendors: As far as vendors are concerned, the company has supported vendors
with short term financial loans while imparting them guidance on financial management.
b. Environment
At Product Level: To us, environmental sustainability begins with our products. The KBseries engines introduced in 2008-09 are the most fuel efficient and environment friendly
engines. The Ritz, a new car with a KB-series engine is the first car in India that meets
Bharat Stage – 4 emission requirements, ahead of the dead line of 1st April, 2009 set by Govt.
The company promotes 3 R (Reduce, Reuse, and Recycle) in its manufacturing facilities,
supply chain and logistic operations. We have initiated projects toward waste minimization
and utilization.
At the Production Area The multi axes painting robot at paint shops has improved paint
transfer efficiency and thereby reduced paint consumption and paint sludge generation. Sheet
metal press stampings coming out of press shop are reused at the company’s sheet metal
component suppliers that make smaller parts for use in car manufacturing. The protection
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caps of sensitive components and supply bins are collected and are sent back to the suppliers
for reuse.
The company has introduced Production Management System to identify wastages in the
manufacturing process and to minimize them. A similar system is being replicated at service
workshops across the country.
c. Power and Resources: The Company has its own captive power plants to meet its power
requirements and its joint venture companies located in its vicinity. The major fuel used for
power generation is natural gas.
We are a zero waste water discharge company; canal water is the main source of fresh water.
All the waste water generated is recycled and reused.
The company has constructed Rain Water Harvesting Structures within the factory premises
to collect rain water and recharge back into the aquifer below ground level. Total recharge
rain water handling storage and recharging capacity is 20,000 cubic meters.
The steam generated form exhaust gases of gas turbine are used as a prime mover for
compressor to reduce electricity consumption. This steam is then further supplied for process
requirement during car manufacturing.
d. Awareness and Promotion: The Company celebrates Environment Month in June every
year to promote awareness about environment protection among its employees, suppliers and
local communities. Various activities are organized such as tree plantation, nukkarnataks
(Street Shows) for community people, training programs for employees and suppliers. In
2008-09, the company planted over 1000 trees in Manesar Plant and in the nearby villages.
3. OBJECTIVES OF THE STUDY


To study the ethical marketing practices in the world of globalized marketing.



To study and analyze ethical practices of Maruti Suzuki India ltd.



To enable the companies to adopt and to help to disseminate a written code of ethics
with regard to marketing of goods and services.

4. RESEARCH METHODOLOGY
Source of Data and Period of the Study The secondary source of data has been collected
from annual reports of the company under study.

And JD POWER survey reports on

Customer Service Index have been used. The period of the study has been considered for 10
years from 2007-08 to 2016-17.
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Sampling Design
SB Motors, a dealer of Maruti Suzuki India Ltd at Rajahmundry, Andhra Pradesh has been
chosen for the purpose of study, a structured questionnaire on Ethical Marketing Practices
was used to collect the data from 30 Sales Executives purposively.
Data Analysis
Profits after taxes (PAT) and Customer Satisfaction Index (CSI) of Maruti Suzuki India Ltd
are the variables of the study. The collected data has been analyzed using descriptive
statistics and simple correlation technique was employed to interpret the data.
Research Hypothesis
Null Hypothesis is H0: There is no association between profits and customer satisfaction
Alternative Hypothesis is H1: There is association between profits and customer satisfaction
5. RESULTS AND DISCUSSION
The following analysis has been made to study and analyze the ethical practices followed and
also to study the relationship between profits and customer satisfaction at Maruti Suzuki
India Ltd.
Table -2 Shows Sales, Profits after Tax (PAT) and Customer Satisfaction Index (CSI) of the
Maruti Suzuki India Ltd., for Ten Years from 2007-08 to 2016-17.
Years

Sales
(Rs. Billion)
2007-08 178.603
2008-09 203.583
2009-10 289.585
2010-11 358.490
2011-12 347.059
2012-13 426.126
2013-14 426.448
2014-15 486.055
2015-16 564.412
2016-17 669.094

* PAT
(Rs. Billion)
17.308
12.187
24.976
22.886
16.352
23.921
27.830
37.112
53.643
73.377

** CSI
(100 points)
8.38
8.19
8.49
8.46
8.79
8.76
8.90
9.06
9.01
8.93

Source: Company Annual Financial Reports for Sales and PAT. JD POWER Survey Reports
for CSI on a 1000 point scale.*
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PAT(Rs.Billion)
2016-17
2015-16
2014-15
2013-14
2012-13
2011-12
2010-11
2009-10
2008-09
2007-08

73.377
53.643
37.112
27.83
23.921
16.352
22.886
24.976
12.187
17.308

Figure 3 Profit Trends at Maruti Suzuki India Ltd.,

Figure 4 Customer Satisfaction Index Trends at Maruti Cars
Figure 4 Customer Satisfaction Index at Maruti Suzuki India Ltd.,
5.1. ANALYSIS OF CORRELATION BETWEEN PROFITS AND CSI OF MARUTI
SUZUKI INDIA LTD
Table– 3 Shows Profits, CSI, Deviations of Profits and CSI Taken from Their Actual Means,
their Squares and the Product of Deviations of Profits and CSI of Maruti Cars
Years
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16

X
17.308
12.187
24.976
22.886
16.352
23.921
27.830
37.112
53.643

x
-13.6512
-18.7722
- 5.9832
- 8.0732
-14.6072
- 7.0382
- 3.1292
6.1528
22.6838

x²
186.3553
352.3955
35.7987
65.1766
213.3703
49.5363
9.7919
37.8569
514.5548

Y
8.38
8.19
8.49
8.46
8.79
8.76
8.90
9.06
9.01

y
-0.317
-0.507
-0.207
-0.237
0.093
0.063
0.203
0.363
0.313

y²
0.1005
0.2571
0.0429
0.0562
0.0086
0.0040
0.0412
0.1318
0.0980
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2016-17
73.377
42.4178
1799.2698
8.93
0.233 0.0543
TOTAl
309.592
3264.1061 86.97
0.7946
εX = Summation of Profits After Tax (PAT) in Rs. Billion = 309.592
x =X–

i.e., deviations of X taken from its Mean Value (

9.8834
33.7766

= 309.592/10 = 30.9592)

x²= Summation of Squares of deviations of X taken from its Mean Value = 3264.1061
Y = Summation of CSI in 100 Points = 86.97
y=Y–

i.e., deviations of Y taken from its Mean Value (

= 86.97/10 = 8.697)

y² = Summation of Squares of deviations of Y taken from its Mean Value = 0.7946
xy = Summation of Product of deviations of X and Y = 33.7766
r = Correlation Between X (i.e., PAT) and Y (i.e., CSI)

= 0.6632
5.2. TESTING OF HYPOTHESIS
Let the Null Hypothesis be H0 : r = 0 (there is no association between profits and customer
satisfaction)
Then the Alternative Hypothesis is H1 : r # 0 (there is association between profits and
customer satisfaction)
Assuming that H0 is true the test statistic is:

where r is the value of correlation and n is the number of observations.
=2.5063
Thus t = 2.5063 > 2.306 i.e., the computed value of t is greater than the table value of t at 5%
level of significance with 9 d.f. Hence we reject H0 and accept H1.It means that there is
significant relationship between profits and customer satisfaction.
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From the above it is very clear that the company is very good at ethical practices in both
manufacturing and distribution of its cars.Personal sales executive survey, conducted,
through questionnaire also reveals that the sales force at dealer level are following ethical
norms laid down by the government, the company and the dealers in their dealings with the
customers.
JD Power Customer Satisfaction Index here helps us in understanding the level of customer
satisfaction with Maruti Suzuki India Ltd.

The study measures new-vehicle owner

satisfaction with the after-sales service process by examining dealership performance in five
factors (listed in order of importance): service quality; vehicle pick-up; service advisor;
service facility; and service initiation. This study examines service satisfaction in the mass
market segment. According to the JD Power 2015 India Customer Service Index (CSI) Study,
MSI with a score of 906, on a scale of 1,000, performs well across all factors with greatest
improvements in service initiation followed by service facility. Car market leader Maruti
Suzuki has topped the after-sales customer service satisfaction among mass market brands for
a record 16th consecutive year as per global market research firm JD Power.
Company recorded a PAT of Rs.17.308 billion, Rs.73.377 billion during 2007-08 and 201617 respectively while CSI of 838 points and 893 points respectively during the same period.
It shows that there is positive correlation between company’s profits and it’scustomer
satisfaction.

The calculated correlation i.e., 0.6632 also shows that there is a positive

correlation between company profits and the customer satisfaction at a moderate degree.
From the Testing of Hypothesis, it is evident that the profits are significantly influenced by
the customer satisfaction. Hence, we conclude that there exists a positive correlation between
profits and customer satisfaction. Thus the company can enhance its sales and thereby its
profits by enhancing its customer satisfaction. Therefore, we further suggest the company to
make efforts in such a way that the customers are very much satisfied in both before and after
buying their cars.
6. CONCLUSION
Certainly, there are companies that still believe that unethical practices will not be discovered
and there will be no negative business implications. In fact, we will see more ethical lapses
among business organisations in the future. There are still two good reasons that business
organisations should be concerned about their ethical reputations (Business Ethics 2003).
First, unethical business practices, once they have become public, can lead to government
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intervention and regulations that are more problematic to business than self-policing in the
first place. Such regulations can prove to be not only limiting in terms of what a business can
and cannot do (both externally in the market and internally related to labour and accounting
practices), but also financially costly for companies to adhere to. Second, and even more
important than government intervention, is trust. Companies lacking trust by employees,
business partners, and customers will suffer financially in the long run. Trust, based on
ethical reputation, may become more important in the future. Today all most all companies
aware that, if they don’t perform ethically or well, are exposed to greater risk. Because, now
the customers are more accessed to internet through which they can reach thousands with
their bad word of mouth. We live in an ever increasing e-commerce world where business
organisations are becoming geographically far-removed from their customers. In such an
environment, customer trust based on reputations grounded in the process quality component
of customer value is even more important to the long-term growth and profitability of
companies. A satisfied customer is equal to LOC+ which means Line of Customers plus Lot
of Cash. Hence firms must see that the customers are very much satisfied.
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APPENDIX - I
Ethical Marketing - Sales Executive Questionnaire (for research purpose only)
Name of the Company:_________________________Product Category:______________
Name of the Employee: ________________________Designation:___________________
Q.No.1. Do you follow the procedure laid by the government to sell the product?

YES / NO

Q.No.2. Are your products reaching customers without any hassels?

YES / NO

Q.No.3. Are your customers in LIG, MIG, or HIG?
LIG / MIG / HIG
{LIG : Below Rs.15,000 pm; MIG: Rs.15,000 pm to Rs.20,000 pm;
HIG: Above Rs.20,000 pm}
Q.No.4. To which group are you giving preference?
LIG / MIG / HIG
Why?_______________________________________________________
Q.No.5. How much percentage of your sales are from LIG?

10-25 / 25-50 / 50-75 /75-100

Q.No.6. Do you think ethics should be given importance in the sales of product? YES / NO
If YES, What type of ethics do you suggest:________________________
___________________________________________________________________
___________________________________________________________________

Q.No.7. Now a days people believe business and ethics do not go together.
Do you agree?

YES / NO

Q.No.8. Generally it is believed that not following ethics in sales breeds corruption.
Do you agree?
YES / NO
Q.No.9. Do you think that the trades should be aware that the ethics to be followed
in business?
YES / NO
Q.No.10. Which agency should monitor whether ethics are being followed or not?
Centre / State / Independent Agency
Q.No.11. What are the measures you suggest implementing ethics in the sales?
____________________________________________________________
Q.No.12. Did you ever offer favours to the officials in any form to get the licences or
relevant papers for sales including orders for sales?
YES / NO

International Journal of Research in Applied Management, Science & Technology

www.zenonpub.com

Apr-Jun 2018

ISSN 2455-7331 - Vol III – Issue II

Q.No.13. “Advertising improves the sales of the product”. Now a days false or deceptive
information about the product may also improve the sales. Which is the right
practice according to you?
ADVERTISING / FALSE INFORMATION
Q.No.14. Trade secrets is a holy item of business which should not be tampered. Do you
agree the practice of tampering the trade secrets for increasing the sales?
YES / NO
Q.No.15. Now a days in annual maintenance unnecessary spare parts of the machine or
product are sold to the customers. How far is this policy appreciated by you?
APPRECIABLE / NOT APPRECIABLE
Reason (if appreciable)________________________________________________
____________________________________________________________________
Q.No.16. There is lot of ambiguity in the terms warranty and guarantee in the application.
The manufacturer selects that is suitable to him/her. Is this a fair practice?
YES / NO
Q.No.17. “Selling a product with inaccurate information or labelling is unethical in sales. This
provides easy sales of the product”. Do you agree or not?
YES / NO
Q.No.18. “Companies that do not follow ethics stand a greater risk of being exposed”. Do you
support this or not?
YES / NO
Q.No.19. Do you think that “sales of a product is done with an intention of reducing the price
or clearing the stock in the godown”. Which practice is ethical according to you
and why?
REDUCING PRICE / CLEARING STOCK
Why_____________________________________________________________________
_________________________________________________________________________
Q.No.20. Companies should encourage to follow the ethical code in sales. Is it being
followed or not by you? Please provide your suggestions.
YES / NO
Suggestions:______________________________________________________________
_________________________________________________________________________
Conducting by: P NVV Satyanarayana
Faculty in Management Studies; RJY.
Signature with Date
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Summary of Questionnaire for Sales Force Survey on Ethical Marketing

For a size of 30
S.No QUESTION

No.
YES

of

No. of NO

1

Do you follow the procedure laid by the government to sell
30
the product?

-

2

Are your products reaching customers without any hassles?

30

-

3

Do you think ethics should be given importance in the sales
30
of product?

-

4
5
6
7

8

9

10
11
12

Now a day’s people believe business and ethics do not go together. Do you agree?
Generally it is believed that not following ethics in sales
30
breeds corruption. Do you agree?

30

Do you think that the trades should be aware that the ethics
to be followed in business?
Did you ever offer favours to the officials in any form to get
the licences or relevant papers for sales including orders for
sales?
Trade secrets is a holy item of business which should not be
tampered. Do you agree the practice of tampering the trade
secrets for increasing sales?
There is lot of ambiguity in the terms warranty and
guarantee in the application. The manufacturer selects that
is suitable to him/her. Is this a fair practice?
“Selling a product with inaccurate information or labelling
is unethical in sales. This provides easy sales of the
product”. Do you agree?
“Companies that do not follow ethics stand a greater risk of
being exposed”. Do you support this?
Companies should encourage to follow the ethical code in
sales. Is it being followed or not by you?
Please provide your suggestions.

30

-

-

30

-

30

-

30

-

30

30

-

30

-
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APPENDIX - II
JD Power Customer Satisfacton Survery Reports for 2007 & 2017
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