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• Why ethical leadership matters more than ever
• Why good people do bad things
• Ethical models and ethical decision making
• Definitions of Ethical Leadership
• Recent research findingsg
• Next steps for ethical leadership research
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Why it matters
• Our concern over ethics have become even 

stronger due to the worldwide financial crisis, 
in which it became strikingly clear that the 
irresponsible (and unethical) behavior of 
managers and organizations inflicts pain on 
society and its members….the erosion of ethics 
and basic principles of right and wrong have p p f g g
taken us to the point at which trust in our 
institutions and the very systems that make our 
society work is in imminent danger of oblivion 

(De Cremer and Tenbrunsel, 2012).

Why it matters
• Rothkopf:  In the wake of the 2008 financial 

meltdown should  large financial institutions 
been broken up to protect the financial system in 
the future?

• Robert Rubin: “Don’t you see?  Too big to fail Robert Rubin: Don t you see?  Too big to fail 
isn’t a problem with the system.  It is the system

• David Rothkopf:  Undersecretary for Commerce Clinton Administration, author of Power Inc: The Epic Rivalry between Big 
Business and Government

• Robert Rubin: Former U.S. Treasury Secretary
• In Bloomberg BusinessWeek March 11, 2012, p90
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A Definition of Leadership

The process of influencing
an organized group toward 
accomplishing its goals.accomplishing its goals.
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Smooth Criminals

Why “Good” People  Do Bad Things



3/17/2012

13

Why Good People Do Bad Things
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• New Studies Determine Which Social Class More 
Likely to Behave Unethically (February 27, 2012)

• A series of studies conducted by psychologists at the University of 
California  Berkeley and the University of Toronto in Canada reveal California, Berkeley and the University of Toronto in Canada reveal 
something the well off may not want to hear. 

• Individuals who are upper-class individuals are more likely to break the 
law while driving, more likely to exhibit unethical decision-making 
tendencies, more likely to take valued goods from others, more likely to 
lie in a negotiation, more likely to cheat to increase their chances of 
winning a prize and more likely to endorse unethical behavior at work.

"Th  l ti  i il  d it  j d b  l  i di id l  • "The relative privilege and security enjoyed by upper-class individuals 
give rise to independence from others and a prioritization of the self and 
one's own welfare over the welfare of others--what we call 'greed,'"This is 
likely to cause someone to be more inclined to break the rules in his or 
her favor, or to perceive themselves as, in a sense, being 'above the law,'"

• That is the finding of new research published in February 2012  Proceedings of the National Academy of Sciences.

Moral Reasoning

• An important consideration is how one thinks 
about value-laden issues or ethical dilemmas.

• Moral reasoning: Process leaders use to 
make decisions about ethical and unethical 
behaviors.
▫ Manner by which leaders solve moral problems.

• Value differences often result in different 
judgments regarding ethical and unethical 
b hbehavior.

• Kohlberg offers that although the development 
of moral reasoning is invariant, not all 
individuals actually achieve the highest stages.
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Guides for Ethical Decision Making

• The Rights Theory
The right to the truth about things that impact us▫ The right to the truth about things that impact us.

▫ The right to privacy.
▫ The right to what has been contractually promised. 

• The Common Good Theory
 The good of an individual is inseparable from the 

good of the larger society. 

• The Fairness Theory
 An ethical action treats everyone equally, without 

showing either favoritism or discrimination against 
anyone. 

Guides for Ethical Decision Making

• The Utilitarian Approachpp
 All available alternatives should be evaluated and 

the choice should be the option that causes the 
greatest good (or the least harm) to the greatest 
number of people.

• The Virtue Ethics Approach• The Virtue Ethics Approach
 An action is ethical if it builds personal virtuous 

traits such as honesty, selflessness, and courage. 



3/17/2012

17

Audi



3/17/2012

18

Audi

Audi



3/17/2012

19

Unethical behavior – behavior that is morally unacceptable to 
the larger community

f “ f

Definitions in the Ethical Leadership Literature

Ethical leadership is defined 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” (Brown et al., 
OBHDP, 2005: 120).

it still remains unclear what “good leadership” is. This state can be attributed to 
three fundamental characteristics of leadership ethics: the definitional endeavours
related to the concept of leadership (1), the notion of “good” (2) and the 

Although there may be no universal definition of business ethics most 
definitions focus on evaluating the moral acceptability of the actions of 
management, organizational leaders, and their employees (De Cremer and 
Tenbushel, 2012)

Defining business ethics is like trying to nail Jello on a wall (Lewis, 1985)

p p ( ) g ( )
paradigmatic divide between different concepts of good leadership (3). (Patzer and 
Vogtlin, 2010)

Ethical Leadership - Brown et al. (2005; 2006)

Building Blocks Content

• Moral Person
• Being an ethical example

• Treating people fairly

• Desirable characteristics such as 
being fair and trustworthy idealized 
influence

• Interpersonal (respectful) and 
informational (why procedures are 
used) justice interactional justice

• Moral Manager
• Actively managing morality

used) justice interactional justice

• Encourage normative behavior and 
discourage unethical behavior on 
the part of their subordinates using 
transactional efforts such as 
communicating about ethics and 
punishing unethical behavior what’s 
new
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Treating People Fairly - Exhibit normatively appropriate 
conduct through interpersonal relationships

• Stress the importance of two-
way communication.

• Express own opinions, but also 
with listening to and getting 
along with others. 

• Exhibit social responsiveness 
and caring by communicating 

 l  h  h i  b  

• Employees more willing to 
allow coworkers to express 
their opinions

• Avoid personal attacks on 
coworkers

• Demonstrate respect and 
consideration for coworkers’ 

d  to employees that their best 
interests are the leaders’ 
primary concern

needs. 

• Brown et al, 2005 OBHDP; 
2006 LQ
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Moral Manager
• Transactional efforts of leaders to influence their 

subordinates to refrain from unethical and 
interpersonally harmful behavior. interpersonally harmful behavior. 

▫ These behaviors include:
• Disciplining employees who violate ethical standards
• Defining success not just by the results but also by 

the way they are obtained
• Setting an example of how to do things the right way 

in terms of ethicsin terms of ethics
• Asking “what is the right thing to do?”when making 

decisions
• Discussing business ethics or values with employees.
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INFO: Three Forms of Leadership that 
Fall Short on Ethics:

• Ethically Neutral Leadership: occurs when 
there is a leadership vacuum when it comes to 
ethics. Persons in positions of power of influence 
neither promote nor actively work against 
ethical conduct. 

• Hypocritical Leadership: when a person in a yp p p
position of power talks about the importance of 
ethics, but then acts in an unethical manner. 

• Unethical Leadership: weak moral persons 
and weak moral managers—not true “leaders”
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Moral Identity – Leaders whose moral identity has high 

Two Construct Definitions

y y g
self importance should act in ways that are consistent with 
common understandings of what it means to be a moral 
person

Moral Symbolization – Leaders who behave 
outwardly in ways that are consistent with how they 
view themselves---and thus are more likely to 
engage in ethical behaviors directed toward their 
employees

Mayer, Aquino, Greenbaum, Kuenzi, AMJ 2012, p153



3/17/2012

24

Mayer, Aquino, Greenbaum, Kuenzi, AMJ 2012

Leader rated Direct report rated Leader rated



3/17/2012

25

Mayer, Aquino, Greenbaum, Kuenzi, AMJ 2012

Some Next Steps

• Individual difference models (e.g. Field dependence)

• Role of followers (sanctions, challenges, training)

• Role of context (industry, regulation, change pace)

• Staged cognition models JMg g
• NeuroScience (socio-emotional)
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Barnett, Journal of Management in-press
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Lowe & Gardner 2000, LQ – Ethical Leadership not a category

Gardner, Lowe, et al, LQ 2010
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Personal Compacts

Strebel

• Formal – basic tasks and performance 
requirements

• Psychological – mutual expectation and 
reciprocal commitment rooted in trust and 
dependence (boss is primary)

• Social – companies espoused values and the 
extent to which company practices reflect 
those…how the company really works (values in use)
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Themes in Derailment Research
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SMART Goals. SMART stands for Specific, Measurable, Assignable, 
Realistic, and Time bound. The term was invented by G.T. Doran way back in 
1981 (Management Review, Volume 70, Issue 11(AMA FORUM), pp. 35-36).

DUMB stands for Doable, Uncompromising, Manageable, and Beneficial. 
Robert Whipple http://thetrustambassador.com/2012/03/04/dumb-goals/

Executive Leaders Create Ethical 
Culture

hi l l b f f l d• Ethical Culture: a number of formal (e.g., codes 
and rules) and informal (e.g., behavior norms) 
systems that work together to support ethical 
conduct in the organization. 

• Leaders must be moral people as well as “Moral 
Managers”

• Moral managers make ethics a priority by visibly g p y y y
modeling ethical conduct, communicating openly 
and regularly with employees about ethics and 
values, and by using the reward system to hold 
everyone accountable to the standards regardless of 
one’s level in the organization or the level of 
productivity. 
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Questions for Discussion and Review
1. Why is it important for leaders to demonstrate 

ethical conduct?
2. What impact can a leader’s position on ethics have 2. What impact can a leader s position on ethics have 

on the culture of an organization?
3. Describe the dimensions of building a reputation 

for ethical behavior.
4. What is meant by the terms “hypocritical 

leadership” and “ethically neutral leadership”?
5. How does the Rights Theory compare with the 

Fairness Theory?
6. How does the Common Good Theory compare 

with the Utilitarianism Theory?
7. What theory of ethics prevails at the United 

Nations?

Why do Employees Resist Change?

Strebel

• Managers (strengthen business, new challenges career enhancement) and 
employees (disruption, intrusion, upset of balance) view change 
differently

• To drive change managers must put themselves 
in employee’s shoes and understand how the 
personal compacts need to be renegotiated.
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The Components of Organizational 
Alignment
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When Good People Do Bad Things

• Ways people with firm moral principles may behave 
badly without feeling guilt or remorse:

▫ Moral justification
▫ Euphemistic labeling
▫ Advantageous comparison
▫ Displacement of responsibility
▫ Diffusion of responsibility
▫ Disregard or distortion of consequences
▫ Dehumanization
▫ Attribution of blame

• Darley offers that ethical problems are almost 
inherent in systems that measure performance.


