
LEADERSHIP & ETHICS 



“Correct principles are like compasses: they are always 

pointing the way. And if you know how to read them, we 

won‟t get lost, confused, or fooled by conflicting voices 

and values.” 

-Stephen R. Covey- 



Ethical Leadership & Corporate Social 

Responsibility 

This topic is divided into four areas:- 

1. Stages of cognitive moral development 

2. Role of ethics in leadership and decision making 

3. Personality traits of leaders which will help us 

understand their style of leadership 

4. Corporate governance and corporate social 

responsibility 



Introduction 

 Business Ethics focuses on identifying the moral principles by which we can 
evaluate business organizations. 

 

 Companies often  behave unethically, having a harmful effect on people or the 
environment. 

 

 Unethical behavior is typically not caused by a single bad apple, but is rather the 
outcome of complex interactions between individuals, groups and organizations. 

 

 Ethical behavior can be defined either as behavior that maximizes happiness and 
minimizes harm or as behavior that is motivated by principles of duty. 

 

 Long term sustainability comes from concentrating on the triple bottom line being 
concerned with the social and environmental as well as the economic impact of 
business. 

 

 Unethical behavior by companies and corruption cases involving business tycoons 
fill daily news items. 

 



Stages of Cognitive 

Moral Development 



Stages of Cognitive Moral Development – 

Prof Lawrence Kohlberg 

1. The stage of punishment and obedience. In this stage an individual defines 
right as literal obedience to rules and authority. 

 

2. The stage of individual instrumental purpose and exchange. 

₪ An individual at this stage defines right as that which serve one‟s own needs. 
He/she evaluates behavior on the basis of him/her.  

₪ Example: A sales representative in stage 2 doing business in a foreign country 
may be expected by custom (of the host country) to give „gifts‟, although gift  
giving may be prohibited by law in his home country. The sales rep may decide 
that certain rules/laws operating in his home country are not relevant to a foreign 
country and hence might conform to the host country‟s norms and give gifts to 
enable him/her fit in and do business like everyone else. 

₪ This stage is also known as the stage of reciprocity, where from a practical 
standpoint, ethical decisions are based on an agreement that, “you scratch my 
back and I‟ll scratch yours”  

 

 



Stages of Cognitive Moral 

Development 

3. The stage of mutual interpersonal expectations, relationships and 

conformity. 

₪An individual in this stage emphasizes others rather than self. Although 

motivation is still derived from obedience to rules, the individual considers 

the well-being of others. 

₪Example: a production manager in this stage might obey upper 

management‟s order to speed up an assembly line if he/she believed that 

this action would generate more profit for the company and this maintain 

the employees‟ situation. 

₪This stage differs from stage 2 in terms of the individual motives in 

considering fairness for others. 

 



Stages of Cognitive Moral 

Development 
4. The stage of social systems and conscience maintenance 

An individual determines what is right by considering his/her duty to society 

not just to other specific people. Duty, respect for authority and maintaining 

the social order become the focal points. 

 

5. The stage of prior rights, social contract or utility  

An individual is concerned with upholding the basic rights, values and legal 

contracts of society. Individuals in this stage feel a sense of obligation or 

commitment, a “social contract” to other groups and recognize that in some 

cases legal and moral points of view may conflict.  



Stages of Cognitive Moral 

Development 

6. The stage of universal ethical principles  

₪ Individuals in this stage believe that right is determined by universal ethical 

principles that everyone should follow. 

 

₪ These individuals also believe that there are inalienable rights, which are 

universal in nature and consequences. These rights, laws or social 

agreements are valid not because of a particular society‟s laws or customs, 

but because they rest on the premise of universality, justice and equality 

are examples of principles deemed universal. 



Role of Ethics in Leadership 

and Decision making 



Ethical Decision Making 

 When ethical analysis is blended with decision making, ethical decisions 

result. 

 For an ethical decision to be reached, one must find out the problem, then 

determine the desired result. After doing so, one must look at all the values 

involved in the ethical dilemma and decide which values to maximize, and 

which to minimize. 

 In reality we find that ethical decisions are not directly made about 

different values. They are instead made between options that differ in the 

extent in which they embody or place emphasis on particular values. 

 Ethical decisions are a result of a reasoned choice of a reasoned choice 

among goods. Rarely are they from a choice between good and evil. 



Ethical Satisficing 

 People usually face a number of constraints when making decisions. 

 

 In the work place, you find that decision making becomes hard due to the 

influences coming in the way of the decision maker. The decision maker 

has to consider the wishes of those involved in the decision, and the 

opportunities and costs associated with that particular decision making 

process. 

 

 Most problems almost always force the decision maker to choose which 

values to maximize and which ones to minimize. And because the decision 

maker can‟t always know which value will bring about which 

consequence, making a decision becomes hard.  



Ethical Satisficing 

 This is why it is of great importance that organization communicate to their 
employee which values are most important to them. This ensures that when 
it comes to decision making time, the values that are important to that 
organization will be considered. 

 

 Ethical decision making is the process of identifying the problem, 
generating alternatives, and choosing the alternatives that maximize the 
most important ethical values while still arriving at the intended decision. 

 

 Not all values can be maximized simultaneously. Some values have to be 
compromised in order for others to  be maximized. This compromise is what 
is referred to as ethical satisficing. 



Assessing long term and short term 

effects of decisions  
 The issue of complicates maters when it comes to making an ethical 

decision. This means that a decision that seems ethical at the present may 

prove to be unethical in the future. On the other hand, a decision that 

seems to be ethical for the future may not be ethical for the present. 

 

 



Creating an Ethical Culture 

 Leaders of all organizations must understand that their actions speak louder than 
words. This means that for them to be ethical, they have to put into practice the 
company‟s code of ethics and not merely just observe them. 

 

 Values shared by most of an organization‟s members lay the foundation of 
culture. 

 

 An organization's values provides guides for organizational goals, policies and 
strategies. 

 

 Operational values in an organization guide members‟ decisions on day to day 
matters. 

 

 Socialization to the values of an organization precedes the institutionalization of 
an ethical culture. When new members join an organization, they are expected 
to the follow the norms of the culture. 

 



Creating an Ethical Culture 

 Many employers tend to be discouraged by how insensitive workers are to 
ethical dimensions of a problem. 

 

 Merely following the law does not mean that one is ethical. This is because laws 
merely set minimum standards for legally accepted behavior only in areas that 
have been tested and agreed upon by legislators.  

 

 The more individuals there are that are sensitive to ethical considerations, the 
more influence their sensitivity will have on their own ethical decisions and the 
more newcomers to the organization will develop their own sensitivity. 

 

 Ethical business practice comes from an ethical corporate culture. The 
challenge for organizations is to create and nourish the culture so that ethical 
considerations of issues are routinely made before decisions are made. 



Personality traits of leaders 

which will help us 

understand actions of 

leaders  



Personality traits of Effective leaders – 

General Personality traits 
1. Self-confidence. In virtually every leadership setting it is important for the 

leader to be realistically self-confident. 

 

2. Honesty, integrity and credibility. A consistent finding is that group 
members believe that leaders must display honesty, integrity, and 

credibility. 

 

3. Dominance. At one time dominance was considered almost synonymous 

with leadership. Today dominance is regarded only as a small contributor 

to leadership effectiveness. 

 

4. Extroversion. Being extroverted contributes to leadership effectiveness, and 

extroverts are more likely to want to assume a leadership role and 

participate in group activities. 



Personality traits of Effective leaders – 

General Personality traits 
5. Assertiveness. This refers to being forthright in expressing demands, opinions, 

feelings and attitudes. 

 

6. Emotional stability. This refers to the ability to control emotions to the point 
that one‟s emotional response are appropriate to the occasion. 

 

7. Enthusiasm. Group members respond positively to enthusiasm, partly 

because enthusiasm may be perceived as a reward for constructive 

behavior. 

 

8. Sense of humor. The effective use of humor is considered an important part 

of a leader‟s role. Humor helps dissolve tension and defuse conflict.  



Personality traits of Effective leaders – 

General Personality traits 

9. Warmth. It facilitates the establishment of rapport with group members, is a 

key component of charisma, and it facilitates providing emotional support. 

 

10.High tolerance for frustration. It refers to the ability to cope with blocking of 
goal attainment. 

 

11.Self-awareness and self-objectivity. Effective leaders are aware of their 

strengths and limitations, enabling them to capitalize on their strengths and 

overcome their weaknesses. 

  

 



Personality traits of Effective leaders – 

Task-related Personality traits 
1. Initiative. It refers to taking action without support and stimulation from others. 

 

2. Sensitivity to others and empathy. Sensitivity to others means understanding who the 
group members are, their position on issue, and how to communicate with them 
and influence them. 

 

3. Flexibility and adaptability. A leader must be flexible and adaptable enough to 
cope with change, especially because a leader is someone who facilitates change. 

 

4. Internal locus of control. People with an internal locus of control believe that they 
are the primary cause of events happening to them – assumption of responsibility for 
events 

 

5. Courage. Leaders need courage to take the risks and initiative. 

 

6. Resiliency. Leaders back bounce quickly from setbacks such as budget cuts, 
demotions and being fired. 



10 Power Tools 

 According to Prof. Stephen R. Covey, in his book, Principle-centered leadership, 

he points out the importance of power and respect to the leader. These two 

aspects empower the leader. 

 He outlines ten (10) suggestions for  processes and principles that will increase a 

leader‟s honor and power with others:- 

1. Persuasion which includes sharing reasons and rationale, making a strong case for your 

position or desire while maintaining genuine respect for followers‟ ideas and 

perspective 

 

2. Patience with the process and person 

 

3. Gentleness, not harshness, hardness, or forcefulness, when dealing with vulnerabilities, 

disclosures, and feelings followers may have 

 

4. Teachableness, which means operating with the assumption that you do not have all 

the answers, all the insights, and valuing the different viewpoints, judgments and 

experiences followers may have 



10 Power Tools 
5. Acceptance, withholding judgment, giving the benefit of the doubt, requiring no 

evidence or specific performance as a condition for sustaining self worth, making 
them your agenda. 

 

6. Kindness, sensitive, caring, thoughtful, remembering the little things (which are the 
big things) in relationships. 

 

7. Openness, acquiring accurate information and perspectives about followers. 

 

8. Compassionate confrontation, acknowledging error, mistakes, and the need for 
followers to make “course corrections” in a context of genuine care and concern 

 

9. Consistency, so that your leadership style is not a manipulative technique that you 
bring into play when you don‟t get your way. 

 

10. Integrity, honestly matching words and feelings with thoughts and actions, with no 
desire other than for the good of others.  



The leader… 

We must remember that the leader can only be 

effective if the Board of the Directors in the 

company/industry/corporation gives him/her full 

supports  and embrace the leaders‟  vision, and 

has faith in his/her abilities and management. 



What is Corporate Governance? 

 Governance – the manner in which power is exercised in the management 

of economic and social resources for sustainable human development. 

 

 Good corporate governance seeks to promote: 

₪ Efficient, effective and sustainable corporations that contribute to the welfare of 

society by creating wealth, employment and solutions to emerging challenges. 

₪ Responsive and accountable corporations 

₪ Legitimate corporations that are managed with integrity, probity and 

transparency 

₪ Recognition and protection of stakeholder rights 

₪ An inclusive approach based on democratic ideals, legitimate representation 

and participation  



What is Corporate Governance? 

 Corporate governance, therefore, refers to the manner in which the power 

of a corporation is exercised in the stewardship of the corporation‟s total 

portfolio of assets and resources with the objective of maintaining and 

increasing shareholder value with the satisfaction of other stakeholders in 

the context of its corporate mission. 

 

 It is about promoting: 

₪ Fair, efficient and transparent administration of corporations to meet well-

defined objectives 

₪ Systems and structures of operating and controlling corporations with a view to 

achieving long term strategic goals that satisfy stakeholders. 

 



Corporate Governance 

₪ There are established mechanisms, processes and systems to constantly 

ensure that: 

1. Governance practices are effective and appropriate 

2. There is transparency and accountability to the various stakeholders 

3. The corporation complies with legal and regulatory requirements 

4. There is disclosure of all pertinent information to stakeholders 

5. There is effective monitoring and management of risk, innovation and change 

6. The corporation remains relevant, legitimate and competitive 

7. The corporation is viable, solvent and sustainable 


