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Abstract - We live in an age of innovation, growing free markets, and globalised economy.  New technologies, players on the 
global scene, changing governmental philosophies are offering new opportunities, challenges, demands, and constraints. 
Therefore, to help the organization develop an ethical culture, government and industries needs to play a key role in several 
interrelated activities which include: culture change efforts focused on the creation of conditions conducive to ethical 
behaviors; creation of a dynamic program of ethical training for employees at  all levels of the organization; and development 
of up-to-date codes of ethics. Taking this into consideration businesses around the world are designing and implementing 
business ethics programs to address the legal, ethical, social responsibility, and environmental issues they face. By addressing 
these issues in a systematic way, enterprises can improve their own business performance, expand opportunities for growth, 
and contribute to the development of social capital in their markets. The field of business ethics is, however, of more recent 
vintage, possibly from around 1920 onwards (De George, 1987).  Ethics are the set of moral principles that governs the action 
of an individual and group. Tax evasion, black money, insider training, inflating profit figures with active support from 
auditors, sexual harassment, taking company’s property for personal use etc are some of the endless unethical practices at the 
workplace which needs to be controlled as it will have a negative impact on business.This research is intended to aid 
enterprises in designing and implementing a business ethics program that meets emerging global standards of responsible 
business conduct.  
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I. INTRODUCTION 

With the increasing trend of commercial crimes being committed in the corporate world, the question of creating an 
ethical working environment has become a heated issue, gaining attention of academicians, managers, entrepreneurs 
and even politicians. Companies now changing their orientation from ‘managing by profit’ to ‘managing by value’ 
and engaging in developing an ethical corporate culture. Corporate culture consists of various elements ranging from 
latent cognitive components such as assumptions, values and beliefs to the more manifest elements such as artifact 
and symbols (Schein, 1985; Kotter and Heskett, 1992; see Liu, 1999). Values, practices and behaviors, however, 
remain the fundamental, albeit latent, components of organizational culture and ethics provide the core essence in the 
formation of these components.  
Edifying ethical culture are influencing the employees  code of conduct, encouraging high ethical standards, 
tolerating conflicts, providing powerful and positive influence on business decision while dealing with customers, 
stockholders,  and community etc. Hence, this paper see the sights of the impact of ethical leadership behavior , code 
of ethics, ethical training and corporate social responsibility etc as tools of building ethical culture in the organization 
which  leads to long term sustainability and growth of the business. 

 
II. CONCEPTUAL FRAMEWORK 

A. Business ethics defined   
A fundamental ingredient of any successful market economy is respect for basic human values: honesty, trust, and 
fairness. These values must become an integral part of business culture and practice for markets to remain free and to 
work effectively. Private business is at the strategic center of any civil society. It’s where people go for a job or to 
invest savings to realize their aspirations for their families. The term ethics means principles, values and beliefs that 
helps an individual to distinguish between what is right or wrong. Business ethics is defined as a process for 
integrating values such as honesty, trust, transparency and fairness into its policies, practices and decision making. In 
work place whether an employee behave in an ethical or unethical manner depends upon the complex interaction 
between the stage of his/her moral development and some of the moderating variables like organizational culture, 
individual characteristics, structural variables and issue’s intensity. 
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Fig.1 Source: ‘Management’ Stephen P. Robbins & Mary Coulter (2007)9th Ed. 
 
In Preconventional stage of moral development an individual’s choice between rights or wrong depends on personal 
consequences involved. The conventional stage aims at living up to what is expected by the near and dear ones and 
fulfilling obligations to which an individual had agreed upon. At principled stage an individual makes clear efforts to 
define and follow self chosen moral principles even if they violate law.  
An employee’s (ethical or unethical) behavior at work place depends on his stage of moral development as well as on 
some other factors like individual characteristics such as values driven from family, friends and others, ego strength( 
measure of person’s conviction) and locus of control (internal or external), structural variables consisting of clear 
policies and well defined realistic goals, organizational culture like one which is high on risk tolerance, control and 
conflict tolerance and intensity of ethical issue (probability of harm, proximity to victim, consensus of wrong etc). if 
all these factors are favorable, the employee will behave ethically.  
 

III. LITERATURE REVIEW 
 

There is a common belief that ‘its legal its ethical’ or ‘as long as it’s not illegal it’s ok’. Managing by values – not by 
profit – is a power full process that will set… (a) business on the path becoming… a” Fortune 500 company 
(Blanchard, 1998).  Ethics requires an individual to behave according to the rules of a moral philosophy with an 
emphasis on the determination of right and wrong [Gundlach and Murphy, 1993 as cited in Roman & Munuera 
(2005)]. Similarly, Hurley (1972) [as cited in Cordeiro, 2003] has defined ethics as “a process by which individuals, 
social groups and societies evaluate their actions form a perspective of moral principles and values”.  Moreover, 
review of the literature in business ethics signifies that Frankena (1973) has outlined two of the major theoretical 
perspectives in the ethics field—which are referred to as deontological and teleological theories. Deontology may be 
described as the theory or study of moral obligation. The deontological perspective, according to Frankena (1973), 
states that what is morally right is not dependent upon producing the greatest level of good as opposed to evil, but 
rather is determined by characteristics of the behaviour itself. This perspective views it as our duty as human beings 
to do good to ourselves and to others. Alternatively, the teleological Perspective emphasizes the outcomes or 
consequences of an action when evaluating whether the act is moral. To Frankena (1973), the teleological 
perspective for the criterion of what is ethically right is the non moral value that is created. Therefore, an act is moral 
if it is judged to produce a greater good over evil that any other alternative, and is immoral if it does not do so. 
Johnson & Abramov (2004) defined business ethics programmes as a management tool which owner and managers 
use to encourage responsible business conduct and helps in addressing the triple bottom line: The financial, social 
and environmental results of business’s operations.  
 
Creating an ethical work culture:  

 Ethical Leadership: Brown, Trevino and Harrison (2005) has defined ethical leadership as “the 
demonstration of normatively appropriate conduct through personal actions and interpersonal relationships, 
and the promotion of such conduct to followers through two-way communication, reinforcement and, 
decision-making”  In the leadership literature, a number of authors have suggested creating an ethical 
climate/culture as one of the main responsibilities of a leader (Jaramillo et al, 2006; Carrillo, 2005; Sims & 
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Brinkmann, 2002; Minkes, Small & Chatterjee, 1999; Daft, 2005). Similarly, Chen, Sawyers and Williams 
(1997) [as cited in Liang, 1987], has recommended that top executives must live up to the ethical standards 
they are espousing and suggest ethical behaviors in others. This position assumes that leadership can make a 
difference in creating an ethical or unethical organizational climate. More specifically, it is the leaders of 
the organization, who play the dominant role in creating and maintaining climates regarding ethics. In 
addition, the leader’s personal values and ethics are embedded in and shape the emerging climate regarding 
ethics, as well as the climate that is maintained (Grojean, Resick, Dickson & Smith 2004). 

 Code of ethics: ambiguity about what is ethical or unethical can be a problem for employees at workplace 
which can be overcome by providing them code of ethics. A code of ethics is often the primary means by 
which management gives guidance to its employees and agents as to what is expected of them by way of 
business ethics. An enterprise should carefully examine its relevant context when deciding on the scope of 
its code of ethics. It should consider the priorities of its community and external stakeholders; the state of 
decrees, laws, and regulations; and industry standards. It should also show respect for national and 
organizational culture. 

 Communicating standards, procedures, and expectations: the ethical conduct in work place can be increased 
by promoting the ethics Program through Management Speeches, Distributing Statements, Codes, 
Standards, Procedures, and Expectations, Posting Summaries or Lists of Principles, Posting on a Web Site, 
Publishing Articles and Newsletters, Making Ethics Brochures Readily Available etc. 

 Careful selection process: keeping in view that individual’s are at different stages of moral development& 
possess different value system and personalities, the selection process including interviews, background 
check etc- could be used to eliminate ethically questionable candidates. Selection process should be viewed 
as an opportunity to learn about candidate’s level of moral development, ego strength, locus of control and 
personal values. 

 Creating ethical training program: Designing an ethical training program requires the same attention to 
objectives and outcomes as does the design of the business ethics program as a whole. It requires attention 
to the situation, resources available, activities and participants, target audiences, outputs, and expected 
outcomes. The ethical training programmes reinforce the organization’s standards of conduct. They are 
reminder that the management wants employees to consider ethical issues in making decisions. They clarify 
what practices are and are not acceptable. When employees discuss common concern among themselves, 
they get reassurance they’re not alone in facing ethical dilemmas which can strengthen their confidence 
when they have to take unpopular but ethically correct stances. 

 Employees seeking advice and reporting concerns: Among the surest sources of information about what is 
going on in an enterprise— especially behavior that violates enterprise core beliefs, standards, procedures, 
and expectations—are employees and agents.  In an organizational culture that encourages dialogue, 
questions, and delivery of bad news, employees find it easier to confront issues of responsible business 
conduct, to seek advice and report concerns, and to make ethical decisions. Ideally, owners, managers, and 
supervisors should maintain an open-door policy for employees and agents who have concerns that involve 
responsible business conduct. Often, however, employees and agents are reluctant to bring “bad news” to 
managers and supervisors. To encourage them to come forward, an enterprise should establish discreet 
procedures for employees to seek advice and report concerns. Suggestion boxes, help-lines, and whistle-
blowing protection all facilitate reporting of questionable conduct. Reports may also be received from 
individuals who come to the business ethics office and register a concern. The identity of reporters should 
be kept confidential (to the extent that the law provides), and sources should not be held liable, 
discriminated against, or harassed for reporting s            their concerns. Once the business ethics officer 
receives a report, it is important that the enterprise follow through. Once the business ethics officer receives 
a report, it is important that the enterprise follow through. All reporting procedures should be designed to 
leave reporters free from fear of retribution. 

 Using a Help-Line: A help-line is a dedicated telephone line that gives employees and agents direct access 
to the business ethics officer. It should be free of charge to the caller. The number should be widely 
distributed; everyone should have access to the number. If the enterprise uses an answering machine for the 
number after normal business hours, the machine should be placed in a private, secure location. 

 The organizational ombudsman:  In a number of large, complex enterprises (LCEs), a specific office, called 
the ombudsman, has been established to advise employees and agents of their rights and duties regarding 
responsible conduct. In the business enterprise context, the ombudsman is a separate means by which 
employees and agents can seek advice and report their concerns Today, the position of an organizational 
ombudsman in a business ethics program has evolved to be an independent, neutral, and alternative office 
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where employees and agents can go to seek advice and report concerns. Independent means the ombudsman 
is not a part of day-today staff or operations management. Neutral means it does not function as an advocate 
for the enterprise or individual. Alternative means the ombudsman does not duplicate any other enterprise 
function, such as investigations. With few exceptions, the ombudsman is authorized to refer reports of 
misconduct for investigation only with the express consent of the reporting source. In some jurisdictions, 
enterprises can claim that the ombudsman can make an enforceable promise of confidentiality. 

 Engaging external stakeholder in evaluating the ethical conduct: Increasingly, nongovernmental 
organizations (NGOs) hold enterprises accountable for unethical behavior and demand best practices. 
International institutions are developing policies requiring greater transparency and encouraging official 
investigations of misconduct. Local communities are less willing to host an enterprise known for corrupt or 
irresponsible practices. These trends provide owners and managers with the incentive and opportunity to 
secure feedback from external stakeholders. Feedback mechanisms include media reviews, stakeholder 
satisfaction surveys, conferences, and discussion groups. The focus of such efforts should be to ascertain 
how well the enterprise is fostering and meeting stakeholder expectations. Also important is public 
perception about how responsible the enterprise is or how consistent its business practices are with its core 
beliefs Meetings with external stakeholders are an effective way to secure feedback. Monitoring media 
coverage of business is an essential means of securing feedback from the public and making appropriate 
adjustments to the business ethics program. In recent years, the media have become better informed about 
how to measure whether leaders of an enterprise are committed to responsible business conduct. Through 
the media, a business can capture the perceptions of the public regarding its expectations of business and its 
role in the community. 

 
IV. CONCLUSION 

India has a culture of hierarchy. The inheritance of Indian hierarchy also illustrates in the organizations where all 
authority lies with the boss, and employees are generally not empowered. The hierarchical order is so inviolate that 
employees will accept and follow orders from superiors even when they know orders are incorrect. Organizations in 
India are often challenged to develop standards of ethical culture so that employees feel free to discuss the sensitive 
matters with management. Now a days organization are high-context culture where open communication, 
participative management, ethical leadership and code of ethics are required. 
Codes of ethics are probably the most visible sign of a company's ethical philosophy. In order for a code of ethics to 
be meaningful, it must clearly state its basic principles and expectations. It must be accepted and internalized by the 
employees who are required to implement it. This means that managers must attend not only to the content of the 
code but also to the process of determining that content. To rethink business in a way that incorporates ethical and 
environmental considerations, we must be on the lookout to overcome barriers that may prevent us from engaging in 
tough issues.  
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