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Abstract Business schools are often thought of as being accountable for the individual
student’s personal development and preparation to enter the business community. While
true that business schools guide knowledge development, they must also fulfill a social
contract with the business community to provide ethical entry-level business professionals.
Three stakeholders, students, faculty, and the business community, are involved in
developing and strengthening an understanding of ethical behavior and the serious impacts
associated with an ethical lapse. This paper discusses the ways the business schools may
enhance the student’s ethical knowledge and understanding, and proposes a roadmap that
business schools may use to develop or strengthen a strong ethical culture.
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Ethical guidelines . Faculty . Ownership . Partnership . Social . Stakeholder . Student

Introduction

Business schools and the business community seem to be facing a common threat – a
growing lack of strong ethical conduct. Corporations are spending significant resources
across their organizations to return to the simple foundation that solid ethical behavior
provides while business schools are examining how they might improve the focus on ethics.
The two primary options are stand alone ethics course instruction and an integrated
approach involving ethics scenarios in the core classes. Business schools are likely to
increase their success in preparing future business leaders if the academic environment
encourages a strong ethical culture among both faculty and students. Although business
schools shoulder most of the responsibility for student development, the business
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community must play a significant role in the process. Collaboration between each of three
stakeholders, students, faculty, and business community, will likely provide mutual benefit
to each member and indirectly contribute to a stronger business society. This paper will
examine some impacts to each of the stakeholders and provide a roadmap for guiding
improvements in ethics education.

Situational awareness, business acumen, critical thinking, and personal accountability
are key factors in ethical decision making. It is highly probable that graduate-level students
enter the business education environment with a pre-existing ethical foundation (Sims and
Felton 2006) that may need strengthening during the academic years. These graduate-level
foundations are generally established through parenting responsibilities and other life and
work experiences. At the undergraduate levels, these foundations may be built or influenced
by parents or some recent work experience. This based on the simple thought that as
business school freshmen, a majority will experience their first occurrence of living on their
own and must base future ethical decisions on earlier lessons learned. Although most
college students have been exposed to personal decision making, these ethical beliefs are
likely to have not been tested in a rigorous or high-pressure environment where business
decisions are made (Sims and Felton 2006). The challenge to business school curricula is
one of developing this ability to make ethical decisions – whether creating from scratch (the
worst case), reshaping, or strengthening (the best case).

Fortunately, business schools do not have to “go-it-alone” in developing an ethics-based
curriculum. In 2004 the Association to Advance Collegiate Schools of Business (AACSB)
International released a report encouraging curriculum changes that can help students to grow
and learn through observation of the ethical culture in their school. This report also provides
broad guidance for beginning development of moral courage that will help students
understand how to bridge the gap between developing ethical values and applying values
when confronted with an ethical dilemma (Phillips 2004). Development of moral courage and
with a strong foundation of ethical understanding will do three things for business school
graduates. It will provide the student with the understanding that today’s well-intentioned
decision may have long-term ethically irresponsible results (Sims and Felton 2006). A lapse
in moral courage may facilitate short-term behavior rationalization that a particular behavior is
okay when in reality it is not okay and may bring serious consequence. Secondly, it will
increase the student’s awareness of the principles of corporate governance and how these
principles can be combined with policies, laws, and other regulatory guidance to help deter
unethical behavior (Phillips 2004). Finally, an individual’s comfort level with discussing
ethics application will be improved and result in more open and frank learning opportunities
across the student body or employee work force (Sims and Felton 2006). This environment of
moral courage should create opportunities for the stakeholders to enjoy “ethics minutes”
where shared experiences can bring true learning to the forefront.

Stakeholders

While each group of stakeholders will have unique self-interests as illustrated in Table 1, a
common interest should focus on establishing and developing a solid foundation of ethical
learning. This foundation will better prepare the student for today’s business environment
where customers, suppliers, investors, government oversight and special interest groups
often bring separate agendas and create ethical minefields. During a February 2007
interview, Dr. Jerry Trapnell, the Executive Vice-President and Chief Accreditation Officer
of AACSB, clearly stated the importance of establishing standards that govern and guide
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the student throughout their academic experience. He believes students must become part of
the process that develops moral courage in order to become better prepared for future
business situations (Trapnell, personal interview, February 28, 2007).

Most undergraduate students enter the academic environment believing the institution
will provide instruction and guidance to assist them in achieving their objective of
professional business employment (Boyle 2004). A proven success story are the military
academies that produce graduates with the responsibility, integrity, and ethical foundation
that builds moral courage. As a second part of this development, the institution should also
expect students to contribute to the development of fellow students and the business school
as a whole. The educational experience is heightened when diversity is present, where
students from all walks of life share different experiences, opinions, cultures, and
expectations. This unwritten social contract for proper education and preparation is based
on trust or “an expression of faith and confidence that a person or an institution will be fair,
reliable, ethical, competent, and non-threatening” as defined by Carnevale (1995). The
effective social contract should identify the goals and objectives of the business school
student and include association with a particular organization in the school or with their
current employer (Mowday et al. 1982). Caldwell et al. (2005) proposed that such social
contracts should be viewed subjectively based on individual perceptions as viewed through
a mediating lens. “In describing that mediating lens, Caldwell and Clapham (2002)
identified six defining characteristics:

1 Ethically Founded – The lens is based upon one’s ethical assumptions about the work
and how it should operate.

2 Both Cognitive and Affective – Perceptions of individuals through their lens
incorporates cognitive or rationally determined perceptions and affective or emotionally
based perceptions.

3 Contextually Interdependent – Context at the organizational and the individual level
impact meaning.

4 Goal Directed – The lens provides both instrumental and normative clarity –
incorporating desired outcomes and fundamental values.

5 Systemically Dynamic – The lens incorporates feedback systems and information
consistent with elements of system theory.

6 Based upon a Five Beliefs Model – The lens takes into account one’s beliefs about self,
other, the past, current reality, and the future.” (Caldwell et al. 2005)

Table 1 Stakeholder roles in a collaborative environment

Stakeholder Role in collaborative environment

Student Willing and active participants throughout the educational experience, contributors to the
development of codes of conduct, collaborative learning, mentoring other students, co-
owners of the process, committed to success, contributing members of the ethical
culture, ethically and socially responsible

Faculty Responsible for ethical governance of the business school, teachers, guidance counselors,
mentors, obligated to other members of the stakeholders group, authors of codes of
conduct, ethical leadership, critical to the establishment and success of an ethical
culture, committed to success, ethically and socially responsible

Business
community

Partners with business school (faculty and students), provide ethical leadership and
experience necessary for individual growth, committed to success, contributors to the
development of codes of conduct, ethically and socially responsible, mentors, active
participants, recipients of well-developed, ethically experienced students
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Successful application of this lens will help the student relate any pre-formed ethical
thought patterns to their academic performance. In a favorable environment these students
may change their pre-conceived ethical thought patterns as they progress through the
curriculum to graduation and entry to the work force. As students begin to interact with
fellow students, faculty, and guest lecturers, reinforcement of these improving ethical
thought patterns will occur. When business schools make ethics a priority and encourage
the interchange of ideas on ethical behavior, then students driven by the goal to graduate
(goal directed) are more likely to change and improve thoughts that translate into behavior
(systemically dynamic). In a final application of a mediating lens, students will combine
their pre-conceived ethical beliefs (self) with other beliefs from peers and faculty or
instructors as they progress toward graduation. They may likely add past experiences from
home, family, or learned from guest speakers and lecturers, and the larger impact of what
the future may bring in the form of business challenges, to their moral courage and ethical
behavior. In curriculums where professors incorporate ethical conundrums into their course
work to stimulate discussion concerning the applicability of the conduct, action, or other
“training event” to ethical behavior, students may also develop or increase moral courage
(Karri et al. 2005). This “tuned” case study approach is the best application for true ethics
learning as students can see and feel a direct relationship of ethical behavior and decision
making to their study choices.

The next group of stakeholders, the business school faculty, must actualize a
commitment to the continued development of student ethical behavior by increasing their
own accountability. A great classroom goal to set is one of having, or developing,
strengthened understanding of proper behavior in the business community. Business
schools have a responsibility to the ethical and social development of the student as they
prepare to enter society, and Columbia University has already made an attempt to integrate
ethics education into their curriculum by inserting ethics sessions into many of their
traditional courses (Alsop 2006). This kind of growth may likely remove any stumbling
block to future success due to an ethical lapse (Boyle 2004). One interesting observation on
why ethics instruction is so often reduced or ignored is that since ethics instruction is not
part of the rankings of a school program performance it becomes an easy target for
curriculum cost or schedule reductions (Gioia 2002). Gioia also maintains that the recent
ethics scandals should be a wake-up call for both schools and businesses to get their house
in order. While the reader must make their own decision whether to agree with the premise
of a connection between ethics teaching and school rankings, it is important to understand
that faculty must accept their responsibility to incorporate ethics teaching at every
opportunity. In cases where the student demonstrates disinterest in ethics education, strong
mentoring of students by faculty advisors, coupled with ethics-based learning scenarios in
foundation courses may help overcome this mindset. Students may not be interested in
ethics because they believe it to be outdated or to be a non-essential topic in the “learning
how to maximize profit” approach (Giacalone and Thompson 2006). They conclude that
business schools must do three things: have a faculty that is diverse in thinking and ethnic/
gender composition; have doctoral students get a substantive portion of their overall
education outside the university – preferably in the business sector; and third, train their
doctoral students to incorporate ethics and values across their lives, not just in their research
or writing (Giacalone and Thompson 2006).This steady diet of ethics teaching, sometimes
not even associating the word “ethics” with the study, will produce a better prepared
graduate.

The third group of stakeholders is the business community at large. One of the key
means to developing the desired community culture of strong ethical behavior is proper
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governance by management. Managers must be approachable and exhibit proper life values
to create a relaxed environment of openness. Only in that environment can employees grow
by taking opportunities to speak about ethical behavior, exhibit and live good character, and
maintain the corporate responsibilities for honesty and integrity in their actions (Karri et al.
2005). This relaxed learning environment will permit the desired ethical culture to flourish
and grow. Focused discussions growing from ethical scandals like Enron and WorldCom
are improving the academic and business community awareness of the importance of ethics
education. Many companies are now spending resources to contribute to the open
environment and cultural growth of their employees by having monthly or quarterly
discussions of ethical behavior. These sessions often involve role playing or scenario driven
discussions to jump-start the processes of understanding and learning.

Business schools have a responsibility to help their students grasp the causal relationship
between ethical leadership required to create an environment of trust that yields increasing
shareholder value for the growing business (Boyle 2004). At the same time, businesses owe
a payback to the schools through participation. Guest lectures, and classroom visits with
participation in an ethics driven scenario are but two such application areas. A team
approach between business schools and the business community will create a learning
environment that will strengthen the student’s future ability to better perform under stress.

Environment and Culture

The foundation of the collaborative ethics learning environment is built upon a partnership
of industry and academic leadership that seeks continuous improvement by all three
stakeholders, faculty, students and business community (Maurizio 2006). Faculty must be
willing to work harder to provide leadership examples for the student while business
leaders strive to provide proper behavior examples for their employees and for students
when opportunity presents. One of these leadership examples must be a “moral person”
lifestyle, meaning a lifestyle that exhibits an awareness and understanding of multiple
stakeholder interests and is always displayed. The second leadership example is one of
“moral management” where the leader has a lifestyle of acceptance of responsibility as an
ethical role model (Maurizio 2006). Failure of these two key lifestyles may result in poor
leadership in an organization that can create a less open environment for knowledge
sharing. This environment is where failing interrelationships between segments of a
company or university staff might allow an ethical lapse (Hosmer 1987).

When leadership fails to exercise effective control over their departmental implemen-
tation of ethical policies and values they allow the development of conditions where
“cutting a corner” or “taking a shortcut” may be allowed or accepted (Hosmer 1987). If this
culture or environment is left unchecked the possibility of an ethical lapse increases.
Avoidance of a business ethics lapse or academic cheating scandal requires daily leadership
involvement with the details and issues in each academic department, business product
team, or business segment (Hosmer 1987). In the business community, the internal
corporate pressure to provide high shareholder return can become intense. This pressure can
cause the cutting of corners and other perceived small scale unethical behavior to achieve
financial goals (Gioia 2002). University departments may suffer from similar issues when
faculty leadership fails to maintain focus on ethical behavior, allowing students to have an
ethical lapse by succumbing to the pressure to graduate (McCabe et al. 2006). Moral
courage is a key requirement to maintaining a strong leadership focus on encouraging
ethical behavior to enforce standards though lifestyle example. There are many approaches
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to retaining a focus on ethical behavior, but nothing seems to enjoy success more than the
signing of one’s name onto a pledge form of some design.

Many of today’s corporations are turning to the application of an official Code of
Conduct for their employees. This is an annual occurrence at The Boeing Company where
all employees re-commit to the company behavior standards. While little research exists on
an honor code application for graduate students, one suggested approach for a graduate
level academic “professional code of business conduct” is to have students affirm an
obligation to act in an ethical manner with honor and integrity in academic performance.
Many graduate students are already practicing members of the business community and
annually sign business codes of conduct governing their corporate ethical behavior and
conduct. Crossing this style and type of behavior from business back into academia would
provide familiar, and easily transferred, values and relationships for graduate-level
academic behavior and performance (McCabe et al. 2006). Our earlier business example,
the Boeing Code of Conduct process states employees “will not engage in conduct or
activity that may raise questions as to the company’s honesty, impartiality, reputation or
otherwise cause embarrassment to the company”. The code goes on to call out specifically
that an employee must not engage in behavior that may create a conflict of interest, bring
about inappropriate personal gain, ensure fair dealing with everyone, and protect all assets
under their control (The Boeing Company 2007). In his February 2007 interview, Dr.
Trapnell indicated his belief that business schools are not doing a very good job articulating
and defining ethical conduct within the context of the business education. He believes that
having some type of a code of conduct would help reduce the gap between faculty and
student perceptions of honest behavior (Trapnell, personal interview, February 28, 2007).

Transforming this business code of conduct directly into a graduate academic
environment may help grow the culture necessary to improve student body self-
enforcement of high academic integrity, ethical behavior, and honesty standards. This type
improvement would bring long-term benefit to all the stakeholders. The best, and strongest,
codes are built upon a foundation of mutual respect, generated between students and faculty
members through clear statements of expected conduct by all involved parties (Coughlan
2005). Key to success is enforcement of the code, and the best enforcement will come from
within the governed body where students, or a small council of students, enforce proper
behavior on fellow students (McCabe et al. 2006). Our military academies, both federal and
state, have long maintained such enforcement with good success.

As employees work their daily routines, they operate as a team in an organizational
culture founded upon established beliefs and values (Sims and Felton 2006). A strong
culture in a relaxed environment encourages collaboration among the team members as they
work toward the achievement of common goals and shared success (Maurizio 2006). In
many companies, culture provides indirect guidance for ethical behavior and decision-
making, while the direct, more formal guidance may exist as codes of conduct, or policy
and values statements (Coughlan 2005). Leaders within these organizations must act
appropriately to create a culture where ethical behavior is encouraged, creating an
atmosphere where trust can flourish and grow (Zhu et al. 2004). In an interview conducted
by Christine Henle, Terry Broderick, then President and CEO of Royal & SunAlliance
USA, made a simple statement that “...a value like truth or trust has a lot of different
interpretations. If you are going to build a case for values in a business school curriculum or
in a corporation you have to take the time to dialogue about what those things mean and
what they look like in practical terms” (Henle 2006). The use of live ethics cases in
teaching provides adds an element of realism to the learning experience. It also creates an
opportunity for improving a foundation for student conceptual understanding and practical
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application of ethics (McWilliams and Nahavandi 2006). Case studies offer students an
opportunity to apply ethical practices gained through the traditional learning experience. If
students are required to perform case analysis they can also become immersed in those
ethical issues associated with the case to provide ownership of learned ethical beliefs and
perceptions (McWilliams and Nahavandi 2006).

As discussed earlier, leaders must provide the “moral person” and “moral management”
lifestyle examples to establish or strengthen an environment of openness. Leading in, and
shaping, this open environment can create a strong ethical culture and develop or strengthen
the proper values through the creation of trust among team members. LaRue Hosmer
defines trust as an expectation of behavior resulting from “morally correct decisions and
actions” where this behavior must place the service of others, or of an organized body,
above self-interests (Hosmer 1995). If students are to understand the importance and
practical application of ethics, they must be immersed in an ethics-based environment. This
environment is best formed when business schools are deeply committed to establishing a
culture where ethics is both taught and demonstrated. Business schools should emphasize
the importance of creating a culture where ethics becomes pervasive throughout the
organization (Alsop 2006). As a result of a favorable environment and open culture,
graduates will carry those lessons to their employment environment.

Moving from Theory to Practice

The business school environment is bursting with expectations. Students have expectations
of the school, the faculty has expectations of the students, and the business community
certainly has expectations of a future employee. Every member of the stakeholder group
must share responsibility for managing and achieving those expectations. As previously
mentioned, the military academies have strongly encouraged (through rigid organizational
structures) student participation in the day to day management of the university. Students
play a significant role in the development and enforcement of honor codes and/or codes of
conduct. For example, seniors (first class cadets) at the United States Air Force Academy
manage the student body honor education program under academy staff oversight (Bailey
1999). Perhaps an abbreviated version of the military academy structure/program would be
useful in developing and fostering a mindset focused on developing and strengthening a
strong ethical and social culture. For this culture to be successful the stakeholders must take
a participatory role in the process to develop or feel ownership. Expectations must be
clearly defined (codes of conduct/standards) and procedures (effect) identified to address
any enforcement aspect of the process. Failing to enforce standards greatly reduces
confidence in the process leading to diminished stakeholder participation and ultimately
failure or collapse of the process. Figure 1 illustrates one possible recommendation for
constructing a framework we call the Community Collaboration Board (CCB). The CCB
could be useful in developing and strengthening a strong ethical and social culture by the
stakeholders. Much like the military academies, in this framework the students will take
leadership roles. Internally to the business school the faculty provides the necessary
oversight while externally the business community plays a partnership role with both
faculty and students. The faculty and business community become teachers and mentors to
the students to coach in both leadership and ethical behavior. Each student class has
representation on the Student Ethics Board (SEB) and they act as conduits between their
fellow classmates and the SEB. The members of the Student Board of Directors are elected
by their classmates and oversee the process of annually reviewing the academic code of
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conduct. Election of new members should occur on an annual basis and include the Student
Chief Executive Officer as a representative from the senior class who leads the group. The
framework of the CCB fosters ownership of the process and could likely contribute to an
acceptance and acknowledgement of individual responsibility by all stakeholders.

Although the development of codes of conduct will certainly contribute to a developing
and strengthening a strong ethical and social culture, it is but one part of the process.
Stakeholders must become the culture – they must live, discuss, mentor, learn, teach, coach,
and collaborate, on all social and ethical issues. Many ethics training programs take the
form of providing a checklist approach for solving ethical issues by asking questions such
as “Is it legal?” but ultimately culminate in the decision maker facing the issue of how they
will live with the decision (Harrington 1991). A better approach is one that will expand
upon the tacit knowledge gained through the life and work experience of moving up the
corporate ladder or through the academic ranks. Tacit knowledge is believed to be a key
component of wisdom and cannot be taught in a classroom setting like a classical academic
subject. This knowledge is generally transferred, or learned, through social interaction and
experience – best gained in those settings where group discussions of ethical behavior and
definition happen (Moberg 2006). Since ethics learning issues are often situational, there is
no checklist or best answer for each one.

Conclusion

Business school graduates face a complex and dynamic business environment that moves at
lightning speed where each graduate seeks success. If business school students are to
succeed they must possess a strong foundation based on growth and continuous
improvement of their ethical beliefs in order to make a positive contribution to society. In
this environment, business schools have a responsibility to ensure students receive the tools
required to build that foundation (Boyle 2004). This paper presented a framework that
incorporates opportunities for students to learn ethical leadership practices that can become

Fig. 1 Community collaboration
board
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cornerstones of the establishment of that foundation: individual growth, institutional
growth, shared success, and most importantly a strong ethical and social culture.
Independently, each cornerstone is important, but together they provide the framework
the student, business school, and business community need to achieve continual success.
The authors postulate that the CCB approach will enhance improvement opportunity for
stakeholder success. Although research seems to support this theory, a programmatic
research project is required to collect and analyze the data necessary to prove the theory. In
closing, ethical behavior is an individual responsibility that should not be taken lightly and
the business school environment provides tremendous opportunity for improvement.
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