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Abstract 

Business ethics and Corporate Social Responsibility (CSR) 

play essential role in determining how responsive corporate 

organizations are to their stakeholders. Consequently, 

corporate organizations use several mediums to 

communicate their ethical values to their stakeholders as 

corporate image or reputation constitute public perception 

of the organization  this essay  discusses the relationship 

between ethics and reputation by reviewing ethics in 

organizations, and provided an insight into the relationship 

and importance of ethics on reputation, and explained CSR 

as a driver or indicator of corporate reputation then 

concluded that it is important to build a strong corporate 

culture by developing set of ethical values which transcend 

into code of ethics that will be infused into the organization 

while leadership of the organizations provides the moral 

drive to enable walking the talk and prevent or reduce 

unethical behaviors in order to protect  the image  and 

reputation of organizations.. 

 

 

Introduction 

Business ethics and Corporate Social Responsibility (CSR) have continued to play 

essential role in determining how responsive corporate organizations are to their 

stakeholders (Cacioppe, Forster & Fox 2008). Owing to above, corporate 
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organizations use several mediums to communicate their ethical values to their 

stakeholders as corporate image or reputation constitute public perception of the 

organization (Schlegelmilch & Pollachi 2005). 

On the other hand, organizations seen to engage in unethical practices such as bribery, 

corruption, concealment/manipulation of true financial status of their firms and insider 

trading tends to have their reputations damaged resulting to loss of credibility from 

stakeholders as well as suffer negative impact on their performance (Schwartz 

2013;Cacioppe, Forster & Fox 2008;Long & Rao 1995). 

Accordingly, this essay will discuss the relationship between ethics and reputation by 

reviewing ethics in organizations, provide an insight into the relationship and 

importance of ethics on reputation, and explain CSR as a driver or indicator of 

corporate reputation then conclude with effects of unethical corporate practices.  

 

CONCEPT OF ETHICS IN BUSINESS ORGANIZATION 

The collapse of several top corporate organizations around the globe notably Enron 

due to sharp and corrupt practices has continued to call for scrutiny of ethical conducts 

of management in  organizations (Baker et al. 2006; Brown & Treviño 2006). Ethics 

are values that includes fairness, honesty, integrity, trust, respect for others and 

keeping to promises etc(Cacioppe, Forster & Fox 2008). Ferrell, Hirt and Ferrell(2008, 

p. 30), defined business ethics as “the principles and standards that determine 

acceptable conduct in business organizations”. Business ethics are regarded as values 

that distinguish between what is right or wrong within in an organization (Sroka & 

Lőrinczy 2015). 

For successful implementation of ethical values in the organization, it is important for 

involvement and commitment of corporate leadership to serve as drivers of the process 

in order to get the required tone and impact (Schwartz 2013; Baker, Hunt & Andrews, 

2006). Stressing the importance of ethical leadership in driving the ethical process, 

Zhu et al.(2015) and Brown and Treviño(2006) stated that ethical leadership are seen 

as moral leaders whose values of fairness, integrity and trust worthiness in an 

organizations enables employees to see them as role models thus promoting better 

corporate and employees job performance, increase employees identification with the 

organization and promotes communication between employees and employers. In 

addition, having ethical leadership gives comfort to employees due to established 

positive relationship to report unethical activities in the organization (Mayer et al. 

2013). Ethical behaviors not only have positive impact on profitability but also 

promotes good leadership, reduce cost operations, and enhances reputation (Ferrell, 

Hirt & Ferrell 2008). 
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Therefore, there is need for organizations seeking to improve their reputations to 

develop ethical policies and codes as part of their agenda and also design their 

recruitment policies towards accommodating employees with ethical values since such 

employees often seek recruitment from corporate organizations that are perceived to 

be of high ethical standards (Brown & Treviño 2006). It is also expected that moral 

leadership as well as leadership by example should be the way to improve ethics within 

the organization (Carroll 1991). 

Even though Long and Rao(1995) argue that ethical behaviors have minimal impact 

on organization than unethical behaviors whose impacts are easily felt and losses 

attached to them, it is evident that ethics and ethical leadership have great influence 

on organization and perception their stakeholders have towards them. Not only does 

ethical leadership motivate employees to give more to their organizations but also 

enables them to identify with their employers, stand for their organization in 

preventing unethical behaviors and does have the capacity to induce stakeholder’s 

choice of brand based on perceived value of the organization, the result translating to 

positive organizational reputation. However, to make ethics and ethical leadership 

work, it is important for corporate leadership to design ethical programs and act as 

drivers in the implementation of such ethical programs. 

 

RELATIONSHIP AND IMPORTANCE OF ETHICS ON CORPORATE 

REPUTATION 

Corporate reputation has continued to be an important evaluation tool used to assess 

organization’s responsiveness to their stakeholders. Reputation measurement is done 

through  surveys and the effect of such surveys lies in their ability to influence the 

perception of stakeholders on organizations from being a normal company to being 

popular and a big company being lowly rated due to observed deficiency of some of 

the rating criteria thus, putting managers on pressure in finding ways of addressing 

lapses to improve their reputation (Fombrun 2007). Reputation Institute’s 2018 Global 

Rep Trek of top 100 companies saw 58% of the company’s reputation decline from 

previous year’s rating. However, Rolex, Lego and Google topped the pack of highly 

reputable firms. Worthy of note is the importance that the intangible assets (ethical 

values) are taking over tangible ones (economic, social and political change) in 

determining reputation, wherein company’s ethical values, morality, internal and 

social causes matters a lot (Hahn-griffiths & Partner, 2018). Rolex known for 

innovation, quality, efficient watches, constant communication of brand value, solid 

unfaltering product ownership experience with corporate support for Exploration and 

Expedition, sport and reward for enterprise continue to top the most reputable table 

for three straight years (www.forbes.com; www.rolex.com). 
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On this note, Corporate Reputation is a collective evaluation of organizational 

perception by stakeholders based on organizations ability to effectively communicate 

their traits and ability to satisfy expectations of their stakeholders (Šontaitė-

Petkevičienė, 2015). Furthermore, Barnett, Jermier and Lafferty(2006) defined 

Corporate Reputation as “Observers collective judgments of a corporation based on 

assessments of the financial, social, and environmental impacts attributed to the 

corporation over time”. The definition considers reputation beyond awareness and 

perception of stakeholders as it is a combination of stakeholders’ judgment about its 

economic and intangible asset. Watson and Kitchen (2010) summarized importance of 

having effective reputation as it ensures close interaction with stakeholders, guarantees 

having the optimum policies with mutual benefits to stakeholders, building stronger 

communication cultures with ability to listen and act appropriately; reasoning on long-

term bases beyond immediate financial gains and guarantees reduced operation cost 

leading to improved financial performance. 

On the issue of building stronger communication and ability to listen to stakeholders 

in the definition above, Samsung was able to move its reputational rating upward by 

44 steps to 26th position in the 2018 Reputation Institutes list of 100 most reputable 

firms due to the firm’s ability to overcome Galaxy Note 7 battery fire issues and 

bribery scandal against its CEO in 2017 by tendering genuine apology to their 

stakeholders and recalling the products. This must have given their stakeholders some 

level of understanding and confidence that was as reflected in their upward rating in 

2018 reputation indices (www.forbes.com). Also highlighting the importance of 

managing reputation holistically, Chun (2005) advised organizations to align and 

balance the two interrelating group of stakeholders (Internal and External) to avoid 

just image shaping which deals with the perception of external stakeholder. 

From the foregoing, we could see the role ethics played in deciding organizations 

reputation which signifies a relationship between ethics and reputation. While 

reputation indicates perception or acceptance of organizations based on some criteria 

adjudged important by different stakeholders, it is very important for organizations to 

fashion, design and implement values that allows stakeholders to view them as ethical 

organization characterized by values of morality like fairness and truthful as seen with 

the Samsung case. 

 

CSR AS A DRIVER OF CORPORATE REPUTATION  

Social Responsibility is defined as “business obligations to maximize their positive 

impacts and minimize negative impact on the society” (Ferrell, Hirt & Ferrell 2008). 

CSR  encapsulate four broad areas namely economics; the foundation and need to be 

profitable upon which others rest, legal; that has to do with organizations obligation 

http://www.forbes.com/
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to obey the laws while carrying out its mandate, ethical; the obligation to do right and 

fair and not to cause harm to stakeholders and finally philanthropic that emphasize 

the need contribute resources for the betterment of the society (Carroll 1991;Garriga 

& Melé 2004; Carroll 1999; Ferrell, Hirt & Ferrell 2008). Reiterating the impact of the 

fourth element of CSR above, Brammer and Millington (2005) suggested that 

corporate organizations that seek to maximize their reputations can be achieved faster 

through philanthropy in the form of cash/gift donations to external stakeholders 

although they also emphasized involving employee through designing schemes that 

enable them carry out volunteering or social responsibility activities to their 

stakeholder.  

This is evident with LEGO group’s (second most reputable company 2018) continued 

reputation consolidation with sound governance, transparency and citizenship score. 

The company continues to use their values of fun, creativity, imagination, learning 

and quality caring to implement their CSR activities which focus on providing 

support to vulnerable and marginalized children in the form of charitable projects 

around the world to promote children’s learning and creativity. In keeping with its 

ethical mandate, the company does not provide financial donation or sponsor events 

like fairs, lotteries and companies seeking to donate on behalf of themselves. One 

strong commitment which LEGO achieved was replacement of plastic products with 

sustainable materials showing sensibility to the environment (Reputation Benchmarks, 

2018; LEGO.com. 2018).  

Supporting the above, Lii and Lee (2012) established a positive correlation between 

consumers preference for choice of organizational brand due to its philanthropic CSR 

activity above Cause Related Marketing CRM (where organizations may team up to 

provide services) and sponsorship, towards improving the corporate reputation of the 

firm. Similarly, Fombrun and Shanley (1990) in their work observed how some highly 

profitable firms were lowly rated on reputation and other firms with considerably 

lower profit rate were rated higher on reputation thus, indicating that perception or 

view about a company’s reputation do not depend on profitability or financial terms 

alone but additionally, other factors including its social responsiveness add to 

reputation rankings. 

From the foregoing, CSR will continue to indicate perception of corporate 

organizations by their stakeholders. Investing in the right CSR mix propels reputations 

as indicated in different research highlighted and practical LEGO experience above. 

It is advised for Management to invest and pay more attention in understanding their 

stakeholders and pursue the right mix of CSR activities as this not only in the long-

term positively improve profitability but enhance acceptance and cost reduction thus, 

improve the organizations reputations. 
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EFFECT OF UNETHICAL CULTURES ON CORPORATE REPUTATION 

Studies have shown that most corporate reputational and ethical scandals were 

possible because of the involvement of top management or CEOs of the organizations 

(Zona, Minoja & Coda 2013; Pendse 2012; Treviño & Brown 2005). Unethical 

behaviors occur when combination of motive, means and opportunity combines to 

creates ethical hazards which eventually increases the probability of unethical 

behavior happening (Pendse 2012). Furthermore, unethical behavior can be traced to 

management over ambitious business targets (Ferrell, Hirt & Ferrell 2008) which leads 

to manipulation of information due to the leaders deficiency in personal traits, using 

these information to persuade stakeholder’s to accept decision with expectation of 

future gain (Zona, Minoja & Coda 2013). 

Looking at 2017 scandals, one could see massive involvement of leadership or 

influential staff of most of the companies like Samsung, Wells Fargo, Apple, 

Facebook, Uber, United Airline and 21st Century Fox being accused of  bribery, 

embezzlement, falsification & concealment of information, loss of trust and sexual 

harassment amongst other offences. The repercussions for most of these scandals were 

loss of reputation and money in way of settlements and cases. While many of the 

companies and persons involved are still leaking their wounds, Samsung has move on 

by apologizing to their stakeholders and had posted bigger returns (Fortune, 2019). 

Therefore, it is important to build a strong corporate culture by developing set of 

ethical values which transcend into code of ethics that will be infused into the 

organization while leadership of the organizations provides the moral drive to enable 

walking the talk and prevent or reduce unethical behaviors (Schwartz 2013). 

Treviño and Brown(2005) emphasized the need for leaders to exhibit high social 

exchange (governed by trust, respect and fairness) beyond transactional exchange 

(governed purely by rules and regulations) to gain employee acceptance and 

willingness which leads to better ethical behavior and greater individual and 

organizational reputation, failure of which unethical behaviors will continue.  

Therefore, leaders should learn to be moral leaders, be role models to followers and 

strive to develop checks within organization to produce a conducive, srelationship but 

focus based organization that will reduce unethical behaviors. 

 

COMPANIES FINANCIAL REPUTATION 

Financial performance of a firm is mostly measured on the effort which they made in 

generating profit or income to the business. Venkatraman and Ramanujam, (1986) 

state that firm’s performance can be define as the use of simple outcomes to serve as 

financial indicator which will be assumed to reflect the overall economic goal of the 
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firm financial performance with some accounting-based ratios. For example, ROA, 

ROE, ROI and other market-based like Jensen’s alpha, Tobin’s Q, Sharpe and Treynor.  

Accounting-based measures are used to measure firm financial performance where it 

uses accounting data. Barney (1997) noted that accounting-base is one of the popular 

approach used in measuring firm financial performance in strategic management 

studies. The reason which make it popular is that data are easily available for public 

traded firm, accounting information is important in strategic decision because 

managers take serious action on financial issue and it provide detail information on 

economic rate of return (Horowitz, 1984; Long and Revenscraft, 1984; Jacobson, 

1987). 

Market-based is highly influence by reaction of market. Rowe and Morrow, (1999) 

stated that previous studies in strategic management accounting relied heavily on 

accounting-base for financial performance measure, but recently researchers have 

started relying on market-base even though they combine both accounting and market-

base in some instance. Cochran and Wood, (1984) noted that the returns on investors 

are usually measured on shareholder view, which is market-base measures of firm 

financial value for example, share prices or the appreciation of share price value. 

Orlitzky, Schmidt and Rynes, (2003) admit that the determinant of stock price and 

market value depends on the stock return and risk in the stock market prices.   

 

CONCLUSION 

In conclusion, ethics has a significant relationship with organizations reputation and 

determining its Corporate Social Responsibility. Development of sound ethical culture 

driven by purposeful and moral leadership is necessary in order to get the required 

impact, compliance and attain a good reputation. More so, choosing the right CSR 

approach in consonance with organizational ethical values to reach various stakeholder 

mix is necessary towards maintaining a balanced stakeholder perception which leads 

to achieving good reputation. Very important to state is the need for organizations to 

constantly explore mechanism to check occurrence of unethical behaviors within the 

firm in view of the negative effect it brings to the organization and its stakeholders 

like the Enron case being a worst case scenario. On a final note, organizations built on 

positive values of trust and good relationship tends to have a good reputation (Ferrell, 

Hirt & Ferrell 2008). 
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