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ABSTRACT 

 

Development in a country as large diverse as India poses 

special challenges. As India embarks on a trajectory of high 

rates of economic growth, it is imperative to focus on the 

impact of such growth on society and the environment. 

Economic growth will translate to sustainable development 

and it will be achieved only when environmental capital is 

enriched. The corporates are expected to uphold ethical 

stamina which can be taken as foundation for formulating 

policies, vision and mission statements in the organization. 

This can be made practical only through human efforts. 

Globally there is a growing interest in broadening the concept 

of social responsibility towards customers, government, 

employees and society at large through business ethics have 

become a challenge to the organizations. The purpose of this 

study is to determine the impact of organizational code of 

ethics on sustaining competitive advantage.  
 

INTRODUCTION 

Business is beyond profit. It should have ethical and 

moral values. Business ethics existing in corporate 

policies have an impact on human and environmental 

well being. These policies and behavior constitute 

business morality, which is expressed as a give set of 

convictions and activities, both inside and outside a 

corporation. There is a general belief in India, that ethics 

is inherited in the society. But in the recent past this is 

gradually being disproving due to crime, corruption and 

malpractices. Today the business organizations are also 

becoming a part of the unwarranted activities. The 

organization is to act ethically responsible and develop a 

culture of caring for people and the environment, a 

culture which flows downward from the top managers 

and leaders. Ethics is to make the human behavior 

naturally practicable in the present context, which may 

be a part of making business decisions individually and  

 

 

 

 

 

collectively. Sound ethics is good business and also it is 

expected that the established organizations will always 

be ethical and survival to the fittest. From the ancient 

Indian perspective, social responsibility (now CSR) 

obligation is expected from the „King‟ to his subjects 

(Rig-Veda 1–8). Vedic literature emphasizes that the 

role of the king or the accumulator of wealth to take care 

of the welfare of the subjects (stakeholders) and in 

return the king will grow as the Sun grows and shines at 

dawn and after its rise. It is further expressed that 

whatever is given to the society, it returns getting 

multiplied several times (Rig-Veda et al.). The king or 

the leader and leadership are considered to be the key 

necessity for the state or organization. Even Sri Krishna 

also stressed the importance of the leaders to Arjuna in 

the Bhagavad-Gita. Manu and Shukracharya also echoed 

similar opinions. The Manuscript states that when the 

world was without a king and people ran about in all 

directions out of fear, the Lord emitted a king in order to 

guard this entire realm. In modern day business 

philosophy, promotional and public relations strategy 

adds value to customer perception of the organization 

goods and services. Therefore, the firm maximizes its 

ability to create value to the business. CSR can be a 

source of competitive advantage for organizations, 

however, some researchers have also cautioned against 

using CSR as a promotional tool because it can discredit 

the company if it misleads stakeholders. It was 

emphasized by Dawkins (2004) that CSR must be 

effectively communicated to stakeholders for their 

appreciation and support. The business benefits arising 

from the CSR practices would result in credibility for 

the organization, reduces the risk profile, improves 

stakeholders relationship which eventually increases 

efficiency of the firm.  

 

Organizational Ethical Values 

 To adopt the principles of reliability and 

truthfulness in business activities. 
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 The organizations should posses a paternalistic 

attitude towards stakeholders. 

 To promote continuous improvements in 

business and long term vision,  

 To create social commitment and corporate 

citizenship which are the core value of 

organizations 

 To practice corporate values, moral standard and 

human values as their principles. 

 

Corporate Social Responsibility 

 

The core foundation of the ethical values of any business 

is social responsibilities. It is referred to a greater sense 

of obligation and duty of the business organizations. It is 

also the obligation of the decision makers to take action 

that protect and improve the welfare of the society as a 

whole along with their own interest. The organizations 

should follow the major activities as the best practice for 

their corporate social responsibility such as  

 Responding positively to emerging societal 

priorities and expectations 

 Demonstrating a willingness to take needed 

action ahead of regulatory confrontation 

 Code on commitment of social responsibility 

 Conducting company activities within 

framework of ethical and moral values 

 

REVIEW OF LITERATURE 

 

The organizations are morally responsible for various 

activities in the business and to the society at large, and 

these activities are expected to be ethically based. The 

studies reveal that the government, pressure groups and 

general public all over the world, are expecting 

companies to act in socially responsible way. Society 

wants business to be pro-active firms which are 

interactive firms rather than reactive firms with 

reference to social responsiveness and ethical behavior. 

It has been shown that employee motivation and loyalty 

are enhanced by work place measures toward every CSR 

initiative enacted by their employer. This virtually 

enhances productivity, customer service, sales, staff 

retention and recruitment, and reduce errors and 

„frivolous employee lawsuits‟ (Caribbean Business, May 

2004). A survey of US companies by the Hudson 

Institute in 2000 concluded that employees who believe 

they work in a socially responsible environment are six 

times more likely to be loyal than those workers who 

believe that their organization is not socially responsible  

and behaves in an unethical manner. 

 

The claim that businesses do have a social responsibility 

has been discussed in the literature for over 50 years 

(Bowen, 1953; Davis, 1960, 1967; Carroll, 1979). 

However, the concept of responsibility is still very 

ambiguous and vague (Fisher, 2004; White, 2004; 

Hummels, 2004; Smith, 2003). The organization, 

Business for Social Responsibility defines CSR as 

“operating a business in a manner that meets or exceeds 

the ethical, legal, commercial, and public expectations 

that society has of business.”The Green Paper of the 

European Commission (EU, 2002) defined CSR as a 

“concept whereby companies integrate social and 

environmental concerns in their business operations and 

in their interaction with their stakeholders on a voluntary 

basis.” Being socially responsible means compliance 

above what the law stipulated. It means investing more 

in human capital, environmental protection and 

maintaining constant relations with stakeholders. “CSR 

means open and transparent business practices that are 

based on ethical values and respect for employees, 

communities and the environment. It is designed to 

deliver sustainable value to society at large, as well as to 

shareholders.” (IBLF, 2005) 

 

As Stark (1993) put it: “ethical management is a process 

of anticipating both the law and the market and for 

sound business reasons.” In similar vein, Drucker (1993) 

states, --- {Corporate} citizenship means active 

commitment. It means responsibility. It means making a 

difference in one‟s community, one‟s society and one‟s 

country.” 

 

At this point, it is apposite to note that the World 

Business Council for Sustainable Development 

(WBSCD, 1998), a group of 120 international 

companies, defines the concept as a “continuing 

commitment by business to behave ethically and 

contribute to economic development while improving 

the quality of life of the workforce and their families as 

well as the local community and society at large.” This 

is further shown by Murphy (1995), who argues that 

many companies “ have issued or revised their firm‟s 

ethical posture--- and more serious attention now seems 

to be devoted to ethical decision making.” 

 

Stakeholders provide resources that are more or less 

critical to the firm‟s long term success (Freeman, 1984). 

Stakeholder resources may be both tangible and 

intangible. For example, stockholders can bring in 

capital; suppliers can provide material resources or  



IICMR Research Journal I
4 

,Vol.8 , Issue 1,March 2014,ISSN No.0975 2757 

Practices of Ethical Values in Business Organizations for Sustaining Competitive Advantage Page 30 
 

 

intangible resources‟ local communities can offer 

infrastructure and a location; employees and managers 

can grant expertise, leadership, and commitment; 

customers can provide loyalty and positive word of 

mouth; and the media help spread positive corporate 

images. The term loyalty has no boundary. It applies to 

all of us and most of the corporate houses around the 

world are trying to inculcate the loyalty factor amongst 

their employees, vendors, consumers etc. Loyal 

employees represent a cost saving over recruiting and 

training new hires, a loyal employee can be an incredible 

asset to any company particularly a growing company. 

There is a direct relationship between customer loyalty 

and a company‟s growth and profitability. One cannot 

have loyal customers without loyal employees. Senior 

management and many marketers still struggle with the 

notion of corporate social responsibilities. (Greenfield, 

2004) 

These studies reveal that most of the corporates should 

have a sense of obligation towards society to solve the 

problems they have caused. There must be a paradigm 

shift from personal responsibility to corporate 

responsibility. Corporates should act as moral agents. 

The corporates are expected to operate in the interest of 

the society as the society gives them legitimacy and 

power to their business. The organizations should hold 

ethical standards and practice. 

 

OBJECTIVES OF THE STUDY 

 To examine the attitude and practices of 

business ethics by companies. 

 To develop social responsibility culture towards 

stakeholders. 

 To develop reliability and relationship in all 

corporate activities. 

 To practice the core values of business for 

innovative performance, total quality 

management, integrity, customer satisfaction 

and social well being. 

 

SAMPLING 
In total 250 respondents have been selected from 10 

manufacturing units in Indore. 

 

DEVELOPMENT OF THE SCALE 

The survey through questionnaire was conducted by the 

researcher to collect the opinion on practicing of ethics 

by the corporate. The questionnaire was constructed on 

five point Likert scale. 

 

 

HYPOTHESIS 

H01: There is no significant association between ethical 

practices and employee satisfaction & organizational 

effectiveness. 

H1: There is a significant association between ethical 

practices and employee satisfaction & organizational 

effectiveness. 

 

RESULT AND DISCUSSION  

 

According to the result analysis, Organizational 

Effectiveness is in good relation to satisfaction, as well 

as with each other. Results show that among the 

dimensions, Organizational effectiveness =.866) has the 

highest relationship to satisfaction. According to the 

table Standardized Coefficients, reliability is 0.837, 

empathy is 0.820, assurance is 0.811 and tangibility is 

0.220 and all affect employee satisfaction (Mansouri & 

Sheikh Ahmad, 2012).   

 

Table1:  Correlations between Ethical Practices and 

Productivity & Employee Satisfaction.  

 

 Employe

e 

Satisfacti

on 

Organizatio

nal 

Effectivenes

s  

 

Employee 

Satisfaction 

Pearson 

Correlati

on 

1 0.866** 

Sig. (2-

tailed) 

 0.000 

N 380 380 

 

Organizatio

nal 

Effectivenes

s 

Pearson 

Correlati

on 

0.866** 1 

Sig. (2-

tailed) 

0.000  

N 380 380 
 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Conclusion 

 

Since ethics is to protect society, it is important for 

business to follow ethics. As ethics refers to the 

recognition of methods for determining of right and 

wrong, desirable and undesirable, it is based on 

integrity, honesty, disclosure and responsibility which 

are to be practiced for its long term vision and successful  
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existence. It is natural to accept that an ethically 

responsible company will be developed within a culture 

of caring for customers, employees, suppliers, wider 

community and environment. Employees are constantly 

observing their seniors and make mental notes of their 

behavior patterns, so it is necessary that the employers 

must act carefully and morally.  

 

The corporate should act in a socially responsible way 

with internal and external stakeholders of the business. 

Performance of corporate towards creditors and 

suppliers of goods is weak. These companies must 

enhance their performance level towards‟ timely 

payment of dividends‟ to shareholders and proper 

„utilization of debt capital‟ to creditors. In addition to 

these they should also show their concern towards 

society at large by improving their performance in adult 

and women education, promotion of art and culture, 

community services like adoption of village, 

sponsorship for orphanage and health services like 

conducting blood donations camps among employees 

and detection of cancer camps.  

 

RECOMMENDATIONS 

 

Though the variables of hypothesis accepted/rejected are 

true to all types of corporate, there are some gaps with 

respect to expected and actual performance. With this in 

mind, the general recommendations applicable to all 

types of corporate sectors are given below:  

Good ethics and good business go together in a long run. 

Business ethics is science of conduct consist of moral, 

legal and practical point of view. The corporate like 

public limited companies and private limited companies 

should have better attitude towards „moral values‟ which 

constitutes the foundations for the success of the 

business. The companies should value „transparency‟ 

and promote the same and should strive hard to achieve‟ 

continuous and constant improvement with measurable 

progresses. 

 

The companies must update their policies and 

procedures in the organization in order to enforce a 

„code of conduct‟ for greater accountability towards 

society. 
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