
BALM 113: LEADERSHIP PRINCIPLES 

LECTURE 12: ETHICS AND LEADERSHIP 

This twelfth lecture examines the construct of ethical leadership. Ethical leaders think about long-term 

consequences, drawbacks and benefits of the decisions they make in the organization. They are humble, 

concerned for the greater good, strive for fairness, take responsibility and show respect for each individual. 

Ethical leaders set high ethical standards and act in accordance with them. They influence ethical values of the 

organization through their behaviour. Leaders serve as role models for their followers and show them the 

behavioural boundaries set within an organization. They are perceived as honest, trustworthy, courageous and 

demonstrating integrity. The more the leader “walks the talk”, by translating internalized values into action, the 

higher level of trust and respect he generates from followers. 

 

The purpose of this lecture is to shed light on the construct of ethical leadership by reviewing the relevant 

literature. The aims of the paper include providing definitions for the construct of ethical leadership and 

describing an ethical leader’s personality. Furthermore, we evaluate the major determinants of leader’s ethical 

behaviour in an organization. The research questions of the paper include: what are crucial personality 

characteristics of an ethical leader and what is his typical behaviour? What is the leader’s role in fostering 

followers’ ethical behaviour and how do followers perceive an ethical leader? We also provide the results from 

scarce empirical studies about ethical leaders and the followers’ perception of ethical dimension in leaders. The 

structure of the paper reflects the purpose and follows the research questions. 
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ELEMENTS OF ETHICS 

Below are some of the elements of ethics 

1. Organizational elements - Probably the most common organizational element 

involved in ethical dilemmas is the organization’s financial operations. They may be 

facilitating or covering up ethical failures in other areas of the organization. When a 

business unit illegally dumps toxic waste, or illegally bribes a foreign official, there is 

generally an attempt to hide this original failure by creatively providing answers to 

questions about expenses or realized profits. Another common scenario occurs when 

presenting a financial picture to investors or any interested parties. Organizations 

endeavor to present the best possible picture to those invested. However, in this drive 

toward presenting the positive, ethical dilemmas and failures can occur. Sometimes it 

is as innocuous as providing, or not providing, information in a manner that misleads 

the interested parties. In other instances, there is a wholesale attempt at outright 

falsification of reality.  

2. Leadership Elements - While there are some potentially directly measurable results of 

an organization’s behavior, determining what elements of leadership are affected is 

not necessarily as easy. It is reasonable to conclude that by virtue of being ultimately 

responsible for the actions and behavior of the organization, all elements of a leader’s 
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personal ethics impact their leadership. In other words, all elements of leadership are 

in some way impacted by ethics. This all-encompassing view of a leader’s ethics and 

their ability to lead an organization is gaining ground in the business community. 

Previously, as long as the company was successful with expected returns and goals 

being realized, and as long as neither the leader nor the organization was subject to 

legal action, what the leader’s personal ethics were was considered largely 

unimportant. Today however, individual leader’s ethics are being held to higher 

standards. 

 

3. Societal Elements 

Globalization now includes knowledge, and consumers are more knowledgeable 

than before and desire even more. Capitalizing on this desire, special interest groups 

have jumped on the information bandwagon, packaging and disseminating their 

special beliefs on a dizzying array of subjects from politics and science, to health and 

culture, and beyond. For an ever-increasing consumer segment this bombardment and 

availability of knowledge has forced an evaluation of their own personal beliefs, and 

code of ethics. This, combined with the wide range of choices for consumers, and the 

focus on service by organizations, has seen the proliferation of products and services 

directly targeting the consumers’ new ethical awareness. 
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