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Abstract
The focus of many organizations worldwide has been
changing from greater productivity and profit
maximization to sustainable development. Those
organizations that focus on profit-only often make shortterm decisions without concern for long-run sustainable
benefits. The concept of organizational ethics has been
widely discussed as it may provide the means to long-term
business success. This paper considers the basis of
organizational ethics as an integration of ethical climate
and culture in organizations that has an important impact
on ethical decision-making and outcomes, which in turn
could lead to sustainable development. The challenge of
businesses is to remain ethical to stakeholders under
conditions of uncertainty. They are expected to serve
sustainable development not only for the benefits of
themselves, but also the interests of others in society.
Keywords: organizational ethics; ethical climate; ethical
culture; sustainable development.
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Introduction

In line with rapid technological and economic changes,
there is increasingly intense global competition among
firms. Many organizations put a lot of effort towards gaining
competitive advantages over their competitors [1]. In order
to achieve business success, they adopt business strategies
(e.g. maintaining customer relationships [2], manufacturing
differentiated products, and using cost leadership strategies
[3]). Normally, the main goal of businesses is to maximize
profit for themselves [4]. Thus, various managerial tools
have been used to improve organizational profitability [5].
However, companies’ focus on short-term profit
maximization may lead to corporate debacles such as Enron
and WorldCom. Such financial scandals were caused by
unethical decisions and irresponsible behavior [6]. These
scandals damaged the credibility and trust of accounting
firms more generally [7]. As people have a perceived
negative image of such firms, it is not easy to resolve the
credibility crisis. It will be better for all businesses if they
proactively pay attention to preventing such a credibility
crisis. They may need appropriate tools (e.g. the ethical
standards of firms) to be used to ensure long-term
credibility.
It is quite difficult for businesses to remain successful
over a long period of time (i.e. sustainable success) [8].
Those organizations who have adopted short-term cost
savings strategies might downplay their performance with
regards to environmental and social responsibility. As a
result, their long-term business growth may decline. A
global trend towards business operations is to place more
focus on sustainability - involving not only environmental
issues, but also social and ethical issues [9]. They must be
aware of the sustainability of their businesses, communities,
and regions. On one hand, businesses can affect the
environments in which they operate. On the other hand,
businesses are affected by the surrounding systems [10].
From an organizational ethics perspective, businesses are
expected to be responsible for serving and protecting their
stakeholders as well as the community as a whole. From this
perspective, businesses can play a significant role to support
the mission of sustainable development of the country. The
business sector is the key actor whose business strategies
should be made to respond to the current phenomena of
unsustainable development (e.g. the effects of increased
greenhouse gas emissions). Hence, the full participation of
businesses in reducing their emissions is required.
The term “sustainable development” refers to
“development that meets the needs of the present without
compromising the ability of future generations to meet their
own needs” [11]. At an organizational level, corporate ethical
practices are supposed to respond to the needs of both
present and future generations. Therefore, companies
should operate based on principles of ethics that provide
practical knowledge or guidelines for doing the right things
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[12]. Companies may have multiple stakeholders (e.g.
shareholders, employees, suppliers, customers, and others
who can be affected by the firm’s activities) whose interests
need to be protected to achieve sustainable success [13]. In
doing so, many companies have established sustainable
development programs (e.g. AccountAbility 1000 (AA 1000),
Social Accountability 8000 (SA 8000), and Corporate Social
Responsibility (CSR)) in response to the environmental and
social impacts of corporations [14]. Previous studies - e.g.
Wallis [15], Grbac and Lončarić [16] - show the link between
ethics and social responsibility in the business sector. CSR
has been viewed as a means for sustainable development
[17]. The effectiveness of implementing sustainable
development programs may depend on the degree to which
organizations emphasize organizational ethics. Since
companies need to find an appropriate way to support and
maintain sustainable development, ethics in the workplace
seems to be supportive of corporate sustainable
development (CSD) [18]. This is because ethics focuses on
the long-term development of human society [18]. The
establishment of organizational ethics that is composed of
an ethical climate and culture in organizations, encourages
good sustainable development practices [19].
Ethical climate and ethical culture in an organization
have been recognized as important to business outcomes
(such as organizational commitment, job satisfaction, and
ethical decision-making) [20]. A study by ShapiraLishchinsky [21] states that there is a relationship between
individuals’ perceptions of organizational ethics and their
job withdrawal behaviors (e.g. absence and intent to leave
jobs). They expect organizations to provide ethical
environments in exchange for their loyalty (e.g. coming on
time and remaining in their jobs) [21]. The appearance of
ethics in organizational settings has a positive influence on
individuals’ behaviors. Normally, corporate ethics attracts
people to participate in a company’s activities - for example,
not only do investors choose to deal with socially
responsible firms but employees also choose to work for
them [22].
Differentiating the meaning of the two terms “ethical
climate” and “ethical culture” is important in order to have a
clear understanding of the concepts discussed in this paper.
Ethical climate refers to employees’ perception of how
ethical their organizations are [23]. In the workplace,
managers can influence the organizational ethical climate
because employees observe supervisors’ behaviors and then
they may copy these behaviors [24]. Ethical culture
represents the formal and informal control systems which
have more influence on employees’ ethical behaviors than
ethical climate [25]. Ethical climate reflects a more symbolic
understanding of an organization’s ethics while ethical
culture plays a more operational role in promoting ethical
behaviors [25]. Without organizational ethics, employees’
unethical behaviors rise in the workplace [26].
In this paper, organizational ethics are considered as
extremely important to achieving sustainable development
of firms [27]. Organizational ethics affects ethical decisionmaking and outcomes [28]. Thus, it can play a role in

influencing how well the organizations operate to meet the
needs and interests of their stakeholders without harming
others in society. Organizations should learn how to
effectively promote ethical standards among their members.
Ethics should be integrated into the key components of
business strategies. The impacts of business strategies on
sustainable development are through the ability to solve
problems (e.g., environmental problem, social injustice, and
economic problem) under the current conditions of
unsustainable development. Business strategies are
supposed to rely on ethical economics (using resources in
sustainable way), social justice (producing the greatest
benefit for the greatest number of people), and a sustainable
environment
(creating
sustainable
environmental
management) [29]. This paper therefore starts from the
premise that organizational ethics have an impact on the
success of sustainable development because it encourages
individuals to behave in ethical and sustainable ways. It
then presents the concept of sustainable development (at
the macro and micro levels) as well as the concept of
organizational ethics (encompassing ethical climate and
ethical culture).

2.
The Concept
Development

of

Sustainable

The concept of “development” in social sciences is viewed as
a process that aims at improving people’s well being. It has
four dimensions: socio-economic, cultural, political and
psychological [30]. Recently, the new concept of
“development” has exphasized the importance of
appropriate development in which the development goals
are to do the best things for individuals, communities, and
environment [31]. Its concerns are not just with corporate
profits and the gross domestic product (GDP) of a country
[31]. The concept of appropriate development is linked to
sustainable development (SD). The term “sustainable
development” is a process for meeting the goals of human
development while at the same time sustaining natural
systems to continue providing natural resources and
ecosystem services upon which the economy and society
depend [32]. While the modern concept of sustainable
development is derived most strongly from the 1987
Brundtland Report [11], it is rooted in earlier ideas about
sustainable forest management and twentieth century
environmental concerns.
Besides this, the United Nations also developed a model
called “The Circles of Sustainability” to help countries
understand the meaning of “sustainable development” and
“sustainability”. This model covers four aspects of life on
Earth, namely economics, ecology, politics and culture (see
figure 1). It aims to achieve the continued well-being of the
economy, ecological, political, and cultural base [10]
While the term “sustainable development” was initially
used at the global level, it has been increasingly applied to
the corporate context [33]. This paper concerns SD at the
organizational level. This is part of the macro level or
68
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national SD. This is currently referred to as corporate
sustainable development (CSD). CSD is the role and
responsibility of corporate managers, and was previously
known as corporate social responsibility (CSR) or corporate
citizenship (CC).

responsibility. SD requires long-term actions and covers
various topics [41]. SD is frequently used at the macro level
(integrating global economic, social, and environmental
dimensions).
Additionally, corporate sustainability (CS) is viewed as a
concept that orients the existence of a firm [41]. CS needs
support from the corporate citizenship role. The term
“corporate citizenship” is connected with CSD as it is
defined as “working to meet a firm’s economic, ethical, legal
and discretionary responsibilities to the wider society” [42].
Based on this concept, corporate citizenship can be used to
provide better quality services to customers, improve
employee motivation, and offer moral value to stakeholders
[41]. Proactive corporate citizenship actions have a positive
impact on business performance [42]. It can be concluded
that both CSR and CC actions of a firm can support
sustainable development at the organizational level (micro
level), which in turn would benefit sustainable development
at the macro level.
The predominant corporate sustainable development
framework is composed of an integration of three
dimensions: economic, social, and environmental
development [36]. Therefore, corporate sustainability can be
defined as a long-term organizational change process which
aims to enhance the economic, environmental, and social
competence of the organization [34]. Those organizations
that are able to launch comprehensive CSD can gain and
sustain competitive advantage over time. Corporate
sustainability performance needs to be strengthened by
organizational ethics. This paper highlights organizational
ethics as a determinant of an organization’s sustainable
development performance.

Figure 1 The circles of sustainability
Source: United Nations Global Compact Cities Programme (as cited
in Global Cities Research Institute) [34]

Businesses are the elements within an economic system
which operate to serve human society [10]. At the
organizational level, sustainable development issues have
been widely discussed by many scholars e.g. Wu, He and
Duan [35], Chow and Chen [36], Bai, Sarkis and Dou [37],
but the meaning of sustainable development is often
perceived differently by different organizations [38]. They
have usually committed to sustainable development
practices encompassing different dimensions. For example,
some organizations have a commitment to green practices
(e.g. reducing pollution emissions and energy consumption)
[39] while some others have a commitment to their longterm business survival [38]. Even though there is no
consistent definition of “sustainable development” used
among various firms, their adoption of different dimensions
of the term “sustainable development” has still been viewed
as helpful to their long-term success [40]. Organizations
that are concerned about sustainable development should
improve their sustainability performance. They must find
possible
methods/ways
to
promote
sustainable
development in their companies [41].
Although there is a connection between SD and social
responsibility, the meaning of these two terms is not exactly
the same [41]. Social responsibility reflects the intrinsic
nature of business that causes its social responsibility
actions, and usually focuses on short-term actions.
Businesses often invest in social responsibility (CSR
performance) in a trade-off with their financial returns. On
the other hand, SD is a broader concept than social

3. Organizational Ethics
Ethics is known as a branch of philosophy that is related to
principles of good and bad [43]. This paper considers ethics
from a business point of view. Principles of ethics provide
useful guidelines for organizational practices, because they
clarify what is “right”. They assist businesses to make moral
decisions and take ethical actions [44]. Organizational
ethics encompasses basic ethical values (integrity, honesty,
fairness, responsibility, etc.) shared by an organization’s
members [45]. Organizational ethics provides “a framework
for ethical discourse across all aspects of the organization
and creates a framework through which an institution can
recognize the relational nature of its being; its impact,
positively and negatively, on others” [46].
Organizational ethics requires the support of an
organization’s ethical vision and strategy [47]. With this
underpinning, companies should have the capacity to carry
out ethical strategic plans [47]. They must protect the
interests of all related parties. They are not only responsible
for meeting the needs of shareholders (e.g. increasing profit
for shareholders), but they should also protect the interests
of other parties (e.g. not to damage the natural
environment, not to harm human rights). Organizations
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that generate a set of principles of ethics might develop a
guiding framework for ethical practices, but the
effectiveness of ethical practices depends on the capabilities
of both employers and employees. They should be able to
analyze the ethical aspects of problems, identify alternative
ethical solutions to the problems, and choose the most
appropriate ethical solution [48]. This indicates the
requirement for competent practitioners to implement the
ethical strategic plans of the firms.
Companies may integrate the principles of ethics into
management process (planning, organizing, staffing,
directing, and controlling) to ensure their implementation
of ethical strategic plans [49]. Since organizations can
implement an ethical strategy through organizational
management, many of them enhance ethical performance
by using a code of ethics as a practical guideline [50]. The
code of ethics is not just about right and wrong, but
presents a contractual sense of duty to all employees [51].
They must be motivated to perform their work in
accordance with the code of ethics. Organizations that
demonstrate organizational ethics are respected by
stakeholders [45]. Brooks and Dunn [45] maintain that
businesses should demonstrate organizational ethics
throughout their organizations and all their business
dealings. This paper sheds light on the importance of
organizational ethics in sustainable development, while
previous studies have shown that the achievement of
sustainable development goals is affected by the intention
of employees to act ethically. Employees’ intention to
behave ethically to serve sustainable development goals may
depend on the extent to which they perceive their
organizational ethics [52,53]. A study by Koh and Boo [54]
states that the ethical climate and ethical culture are related
aspects of organizational ethics. Previous studies have found
that
organizational
ethics
increases
employees’
commitment [54]. Both ethical climate and ethical culture
in the organization assist employees to build a strong sense
of ethics. According to the development of ethical climate
and culture in the organizations, their employees are likely
to be aware of the importance of ethical performance.
However, organizational ethics implementation is affected
by regulations and policies of the state, and relevant
international laws. Businesses therefore need supportive
regulations to boost their ethical performance [55].
Organizations that are successful in promoting
organizational ethics may achieve the sustainable
development goals of the firm. This paper developed a
framework that is useful for conducting research on the role
of organizational ethics in sustainable development (see
figure 2). The independent variable in this case is
“organizational ethics” (comprising two aspects; ethical
climate and ethical culture) while the dependent variable is
“sustainable development”. The definitions and concepts of
the two terms “ethical climate” and “ethical culture” are
discussed in this section. The positivist methodology can be
used to evaluate the interrelation between organizational
ethics and sustainable development because the purpose of

a conceptual framework is examine reality, which can be
measured and exists apart from the researchers [56].

Independent Variable
(IV)

Dependent Variable
(DV)

Organizational ethics

Sustainable development

Ethical climate

Ethical culture
Figure 2 A conceptual framework

Figure 2 shows that there is the possible link between
organizational ethics and sustainable development [57].
Sustainable development is hypothesized to be affected by
organizational ethics, consisting of two elements, ethical
climate and ethical culture.

3.1. Ethical Climate
Ethical climate is a type of work climate in an organization
[58]. It is defined as the shared set of understandings about
what ethical behavior is and how to behave ethically [59]. It
influences individuals’ perception of how their organization
encourages ethical behavior throughout the organization
[60]. It further refers to individuals’ shared perceptions of
ethical practices and procedures of their organization [61].
Ethical climate is significantly associated with ethical
behaviour [58,61]. On one hand, an organization’s members
who perceive their organizational climate as ethical often
show concern for the importance of corporate ethics and
social responsibility (e.g. concern for stakeholders affected
by their performance) [62]. On the other hand, employees
who perceive an unethical organizational climate are likely
to minimize the importance of ethics and social
responsibility [63]. Kim and Miller [64] suggest that
organizations should create an appropriate ethical climate
that reinforces ethical behaviors of their employees. In
doing so, an ethical climate model may be required to foster
their organizational ethical climate.
Martin and Cullen [65] identified five ethical climate
types that are caring, independent, law and code, rules, and
instrumental (see Figure 3). The first, caring is an ethical
climate type that emphasizes concern for others (e.g.
concern for well-being of others) [58]. The second,
independent climate, reflects the situation in which persons
act in accordance with their own personal moral beliefs
70

Wesarat, Phathara-on; Sharif, Mohmad Yazam; Abdul Majid, Abdul Halim / J- SustaiN Vol. 5 No. 1 (2017) 67-76

[58]. The third, the law and code climate, is based on the
perception that the organization supports decision-making
based on external codes such as law and professional codes
of conduct [65]. The fourth, rules, dimension of ethical
climate is related to accepted rules of conduct determined
by the firm [58]. Organizational decisions are guided by
local rules or standards such as codes of conduct [65]. The
fifth, the instrumental climate, is associated with the
egoistic criterion used for decision-making. Organizational
decisions are based on its personal interests [58].

sustainable development as well. This is because committed
employees often pay a lot of attention to their organization’s
work activities (including the organization’s sustainable
development activities).

3.2. Ethical Culture
Ethical culture is considered as one aspect of organizational
ethics. Normally, ethical culture encompasses “the
experiences, presumptions, and expectations of how the
organization is preventing unethical behavior and
promoting ethicality” [68]. Ethical culture reflects a set of
formal and informal organizational control mechanisms
that aim to influence ethical behavior of an organization’s
members [54]. Ethical culture has been viewed as a
determinant of ethical behaviour [69]. It simulates ethical
conduct (i.e. positive behavior) [70]. It can foster individuals
to perform ethically and avoid wrongdoing [71]. Ethical
culture plays a crucial role in enhancing an organization’s
ethical performance as well as monitoring sustainable
ethical business practices [72].

Independent

Law and
code

Caring
Ethical
climate

Previous studies (e.g. Pflugrath, Martinov-Bennie and
Chen [73], Whyatt, Wood and Callaghan [74]) determined
the importance of sustainable development programs (e.g.
the code of ethics). The research findings by Pflugrath,
Martinov-Bennie and Chen [73] state that the code of ethics
(namely International Standard on Quality Control 1: ISQC1)
has a positive impact on the quality of auditors’ judgments.
These findings confirm that the code of ethics benefits the
organization in terms of ethical performance improvement
and corporate ethical reputation [74]. The code of ethics not
only encourages employees to perform ethically and
professionally, but it also shows a signal to the public that a
code of ethics exists within a company [74]. Using the code
of ethics is helpful for a company to promote its positive
image and reputation.
However, the accomplishment of such sustainable
development programs as mentioned earlier, requires the
support of ethical culture. A study by Park and Blenkinsopp
[75] argues that employees’ compliance to the code of ethics
is increased when it is supported by ethical culture. Some
evidence supports that a strong ethical culture in the
organization may provide it with financial benefits [76].
Their reputation for ethical culture is associated with a high
level of employee and customer loyalty [76]. Hence, it can
be said that doing business ethically can improve financial
performance. Many companies realize the significance of
ethical culture but they need to know how to promote
ethical culture in the workplace. The corporate ethical
virtues (CEV) model developed by Kaptein [76] is one
approach that could be applied to promote the ethical
culture of an organization (see Figure 4).

Rules
Instrumental

Figure 3 Five ethical climate types

Figure 3 presents five ethical climate types comprising
caring, independent, law and code, rules, and instrumental.
An adoption of the ethical climate model could encourage
ethical decision-making and ethical behaviors at the
workplace. Its consequences, therefore, support the mission
of sustainable development.
Basically, ethical climate has a positive relationship with
job satisfaction. The perceived ethical climate of an
organization makes employees feel satisfied with work.
Considering the relationship between different types of
ethical climate and job satisfaction, a study by Martin and
Cullen [65] found that four types of ethical climate - caring,
independent, law and code, and rules - influence job
satisfaction positively. These four types of ethical climate
can be applied to maintaining employees’ job satisfaction.
Conversely, employees’ perceptions of instrumental ethical
climate have negative effects on job satisfaction [65].
Additionally, ethical climate can influence organizational
commitment [58]. The term “organizational commitment”
refers to a force that binds an individual to be involved in
organizational activities and to remain in the organization
[66,67]. Since employees who perceive a positive ethical
climate are committed to their organization, they are
expected to be committed to their organization’s mission of
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Clarity

employees to realize their ethical/unethical behavior in
order to make them feel they are ready to improve their
conduct [68]. Eighth, sanctionability refers to the extent to
which the organization reinforces ethical behavior in the
workplace by rewarding ethical behavior and punishing
unethical behavior [68]. The organizational virtue of
sanctionability reflects that the organization values ethical
behavior [68].
The CEV model provides an understanding of the
determinants of ethical culture. Organizations with the
capability to create ethical virtues can gain success in
developing an ethical culture in the workplace [77].
However, the CEV model should be investigated further,
particularly in different areas or regions where people hold
different cultural values. The CEV model may need to be
adapted to a specific area in order to effectively produce an
ethical culture in various types of organizations as well as in
various countries.

Congruency of
supervisors

Congruency of
senior
management

Sanctionability

Ethical
culture
Discussability

Feasibility

Transparency

Supportability

Figure 4 The CEV model

4. Discussion

Figure 4 highlights the link between the eight
organizational virtues (clarity, congruency of supervisors,
congruency
of
senior
management,
feasibility,
supportability,
transparency,
discussability,
and
sanctionability) and ethical culture. The presence of these
organizational virtues could be helpful to develop
organizational ethical culture. These organizational virtues
are discussed as follows.
First, an organization with the clarity of normative
expectations regarding ethical conduct assists its employees
to distinguish between ethical and unethical conduct [77].
Second, congruency of supervisors and third, congruency of
senior management, with these normative expectations,
encourage employees to behave ethically. If supervisors and
senior management show an example of ethical behavior,
employees will be motivated to do the same [68]. Fourth,
feasibility refers to the extent to which an organization sets
the conditions which enable employees to act in accordance
with the normative expectations [77]. Unethical behavior of
employees might occur when they lack the conditions or
resources (such as time, budgets, information, etc.)
provided by an organization to fulfill their responsibilities
[77]. Fifth, supportability refers to the extent to which an
organization supports its employees to meet normative
expectations [77]. The organization should be able to
motivate its members to comply with ethical standards.
Sixth, transparency or visibility in the organization is
important to the encouragement of ethical decision-making
and behavior among employees [77]. It is defined as “the
degree to which employee conduct and its consequences are
perceptible to those who can act upon it” [77]. Seventh,
discussability is the opportunities to discuss ethical issues in
a company [68]. A high level of discussability helps

Many studies (e.g. Ciasullo and Troisi [78], Milne, Tregidga
and Walton [78], Venkatraman and Nayak [80]) agree that
the idea of corporate sustainable development (CSD) has
become important to all businesses since it presents the
means to promoting long-term success. Brundtland’s
definition of sustainable development has been used as a
basis for corporate SD [81]. The concept of corporate
sustainability is mainly based on three principles: economic
integrity, social equity, and environmental integrity [57].
Organizations tend to reach these three principles as they
facilitate sustainable development. Moreover, organizations
that are able to develop and sustain organizational ethics
would logically be better equipped to respond to the needs
of present stakeholders without hurting the ability of future
generations to meet their own needs. In practice,
organizations should set managerial tools to support and
reinforce ethical performance so that their members behave
in accordance with the organizations’ ethical standards.
Ethics influences daily behaviors and decision-making in
organizations at all levels [82]. Companies should know how
to effectively communicate organizational ethics to their
employees [82]. They must see ethics as an essential part of
a company’s culture [84].
The two terms “sustainability” and “sustainable
development” have been increasingly used in relation to
organizational management [40]. Pursuing ethical business
objectives serves sustainable development around the
world, for example, sustaining a clean environment benefits
everyone and promotes the sustainability of the planet [85].
The pursuit of ethical business objectives can be observed
through corporate social responsibility (CSR) policy and
performance. CSR is defined by the European Commission
as “a concept whereby companies integrate social and
environmental concerns in their business operations and in
72

Wesarat, Phathara-on; Sharif, Mohmad Yazam; Abdul Majid, Abdul Halim / J- SustaiN Vol. 5 No. 1 (2017) 67-76

their interaction with their stakeholders on a voluntary
basis” [28]. In the context of CSR, the concept of
stakeholders is the central focus [86]. Companies should
identify who the major stakeholders are. They must pay
attention to the expectations of stakeholders [85]. Thus, it is
necessary for companies to identify the expectations of
different stakeholders [86,87]. But they probably cannot
respond to the wide variety of expectations immediately.
Whereas stakeholders show many expectations, companies
can only pursue several objectives at the same time [86].
Therefore, companies require the capability to identify and
prioritize the corporate sustainability practices that are
most important in enhancing corporate sustainable
development [88].
In this paper, the establishment of organizational ethics
is considered as a proper method for achieving sustainable
development goals. This assumption is consistent with
several studies (e.g. Fray [89], Payne and Raiborn [90])
which highlighted the link between ethics and sustainable
development, for example, the focus on the impact of ethics
on behavior in terms of social responsibility and sustainable
development [89]. Since organizations may have questions
about how to create organizational ethics, previous studies
maintain that the development of an ethical culture
together with the ethical climate, produces organizational
ethics [53]. Ethical climate and culture in the organization
encourage its members to act correctly in accordance with
the understanding of ethics. A study of a CSR-based model
of clinical governance by Tuan and Ngoc [91] asserts that
ethics guides the organizations’ members to focus on the
long-term strategy toward sustainable development of the
community and sustainable growth of the organizations.
However, a challenge for companies in changing
environments (such as economic and political changes) is
how to remain ethical in line with the concept of
sustainable development.
A study by Payne and Raiborn [90] identified four levels of
sustainable development efforts for businesses. The level of
sustainable development efforts reflects the degree to which
sustainable development performance of a company is
derived from a philosophy of ethics [90]. A business can
determine its participation in sustainable development
activities by using the hierarchy of ethical behavior as a tool
[90]. The first level is the basic level of behavior; companies
perform to a legally acceptable level. They are more likely to
comply with the letter of the law than the spirit of the law.
They view sustainable development programs as providing a
greater cost than benefit. Thus, they would make no effort
to work for sustainable development. In the second level,
currently attainable level of behavior; companies believe
that some benefits arise from their practices in sustainable
development programs. But they probably participate in
sustainable development activities for the wrong reasons
(e.g. cost reduction, revenue enhancement etc.) that
provide them with short-term monetary benefits. In the
third level, practical level of behavior; companies are

concerned with doing the right thing relative to sustainable
development. They choose to do it because it is right rather
than because it provides short-term monetary benefits.
They realize that the cost of pursuing sustainable
development activities might be expensive but that they
would receive greater long-term benefits. Fourth,
theoretical level of behavior; companies participate and
engage in sustainable development activities because these
activities are ethical. This level reflects the highest spirit of
morality.
The concept of the hierarchy of ethical behavior assists
companies to differentiate each level of sustainable
development efforts. They might decide whether it is the
most beneficial way for them to climb up to the highest
level of sustainable development efforts. If they create
sustainable value which is consistent with ethical principles,
they would gain not only economic benefits (i.e. monetary
benefits), but also social benefits [92]. For instance,
sometimes people’s perception of businesses is not good
because of their wrong behavior (corruption, tax avoidance
etc.) [93]. Enhancing their business performance in relation
to ethics makes their credibility increase [93]. Of course,
their benefits can be both economic (profit, revenue) and
social (to appear trustworthy to others). The presence of
ethics in organizations is associated with sustainable
success [94]. Normally, those companies that put a strong
emphasis on organizational ethics often have clear direction
with regards to achieving sustainable development goals.
They have a clearer point of view whereby ethics is involved
in every aspect of business performance [90].
According to the hierarchy of ethical behaviour [90], it
can be concluded that the achievement of sustainable
development depends on the degree to which a company
holds an ethical philosophy. A deep understanding of ethics
and a capability to interpret the philosophy of ethics into
practical applications are necessary to improve the quality
of a company’s ethical performance [95]. Similarly, this
paper considers organizational ethics as an important
determinant of sustainable development. Building a strong
sense of ethics in organizations help them to remain ethical
in contemporary business environments and to attain
sustainable development goals [96]. Companies with the
spirit of ethics put more efforts to serve sustainable
development than those who just follow the letter of the
law. Their ethical performance not only results in higher
business growth, but also produces benefits for other people
(e.g. save the planet). The ultimate goal of business growth
is sustainable growth [97]. One of the mainstreams of
sustainable growth is ethics [97]. Businesses that aim to
achieve sustainable growth should focus on enhancing their
ethical climate and ethical culture, since these factors
provide support to accomplish sustainable growth [97].
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perspective, in the context of Estonian business organizations.
Baltic Journal of Management 2008;3(2):193-217.
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2010;1(2):316-329.
[15] Wallis SE. Developing effective ethics for effective behavior.
Social Responsibility Journal 2010;6(4):536-550.
[16] Grbac B, Lončarić D. Ethics, social responsibility and business
performance in a transition economy. EuroMed Journal of
Business 2009;4(2):143-158.
[17] Moyeen A, West B. Promoting CSR to foster sustainable
development: Attitudes and perceptions of managers in a
developing country. Asia-Pacific Journal of Business
Administration 2014;6(2):97-115.
[18] Liu Z, Li J, Zhu H, Cai Z, Wang L. Chinese firms’ sustainable
development – The role of future orientation, environmental
commitment, and employee training. Asia Pacific Journal of
Management 2014;31(1):195-213.
[19] Banerjea PK. Wholesome ethical leadership. The IUP Journal of
Corporate Governance 2010;9(1/2):7-14.
[20] Shafer WE, Poon MCC, Tjosvold D. An investigation of ethical
climate in a Singaporean accounting firm. Accounting, Auditing
& Accountability Journal 2013;26(2):312-343.
[21] Shapira-Lishchinsky O. Teachers’ withdrawal behaviors:
Integrating theory and findings. Journal of Educational
Administration 2012;50(3):307-326.
[22] Chong M. Employee participation in CSR and corporate
identity: Insights from a disaster-response program in the AsiaPacific. Corporate Reputation Review 2009;12(2):106-119.
[23] Moon HK, Choi BK. How an organization’s ethical climate
contributes to customer satisfaction and financial performance:
Perceived organizational innovation perspective. European
Journal of Innovation Management 2014;17(1):85-106.
[24] Wong SC, Li JS. Will hotel employees’ perception of unethical
managerial behavior affect their job satisfaction? A study of
Chinese hotel employees in China. International Journal of
Contemporary Hospitality Management 2015;27(5):853-877.
[25] Valentine S, Hollingworth D, Eidsness B. Ethics-related
selection and reduced ethical conflict as drivers of positive
work attitudes: Delivering on employees’ expectations for an
ethical workplace. Personnel Review 2014;43(5):692-716.
[26] Schwepker Jr CH, Schultz RJ. The impact of trust in manager on
unethical intention and customer-oriented selling. Journal of
Business & Industrial Marketing 2013;28(4):347-356.

5. Conclusion
Whereas research on the role of organizational ethics in
sustainable development was rarely seen in the past, it
needs to be explored further in order to gain insight into the
relationship between organizational ethics and sustainable
development. Future research on organizational ethics
should focus on ethical climate and culture in various types
of organizations and in different countries. This is because
people from different cultures might have different
perceptions of ethics and sustainable development.
Besides
organizational
ethics
(i.e.
ethics
at
organizational level), ethics at the individual level can have
an impact on sustainable development as well. It is
reasonable to comment that research on ethics at the
individual level should be investigated in order to obtain
sufficient knowledge on this issue [98]. Research findings of
ethics at the individual level (e.g. Elango, Paul, Kundu and
Paudel [99], Guler and Yukselen [100]) could be applied to
strengthen ethical performance of an organization. The
accomplishment of ethical performance requires individuals
who are concerned about the rights and well-being of others
[93].
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