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Abstract

This paper explores the intricate balance between profitability and social responsibility in the
realm of ethical corporate governance. In an era where stakeholders are increasingly aware
of and concerned with corporate conduct, companies are compelled to navigate the complex
terrain of maintaining financial performance while upholding ethical standards and
contributing to societal well-being. The study begins by defining corporate governance and
the critical role ethics play in guiding corporate decisions. It then reviews existing literature
to establish a theoretical framework for understanding how ethical principles can be
integrated into corporate governance practices. Utilizing a mixed-methods approach, this
research combines quantitative data from financial performance metrics with qualitative
insights from case studies of companies that exemplify ethical governance. Through this
methodology, the paper identifies key practices and principles that enable companies to
achieve a sustainable balance between profitability and social responsibility. The analysis
includes a comparative study of different corporate governance models, highlighting best
practices and common pitfalls. Furthermore, the impact of ethical governance on various
stakeholders, including employees, shareholders, customers, and the community, is examined
to underscore the far-reaching implications of corporate decisions. The findings reveal that
companies that prioritize ethical governance not only achieve sustainable profitability but
also enhance their reputation, stakeholder trust, and long-term success. Regulatory
frameworks and compliance requirements are discussed to emphasize the legal and ethical
obligations of corporations. The paper concludes with a discussion on emerging trends in
corporate governance, particularly the role of technology in fostering transparency and
accountability. Recommendations for corporate leaders and policymakers are provided,
aiming to promote a governance model that harmonizes economic and ethical objectives.
This study contributes to the ongoing discourse on corporate governance by demonstrating
that ethical practices and profitability are not mutually exclusive but can be mutually
reinforcing.

Keywords: Ethical Corporate Governance, Profitability, Social Responsibility, Corporate

Ethics, Stakeholder Theory, Corporate Social Responsibility (CSR), Governance Models,
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Introduction:

In today's rapidly evolving business landscape, the concept of corporate governance has
gained significant attention. Corporate governance refers to the system by which companies
are directed and controlled, encompassing the mechanisms, processes, and relations used to
govern and regulate corporate behavior. At its core, corporate governance aims to ensure
accountability, fairness, and transparency in a company's relationship with its stakeholders,
including shareholders, employees, customers, and the broader community. The increasing
scrutiny from stakeholders and the public has intensified the focus on ethical corporate
governance. Ethical corporate governance goes beyond mere compliance with laws and
regulations; it involves embedding ethical principles into the core operations and decision-
making processes of a company. This shift is driven by the recognition that ethical conduct
can lead to sustainable business success, fostering trust, enhancing reputation, and ultimately
contributing to long-term profitability. However, balancing profitability and social
responsibility remains a complex challenge for many organizations. Profitability is a
fundamental objective for businesses, essential for survival and growth. Conversely, social
responsibility demands that companies act in the best interests of society, addressing social,
environmental, and economic issues. The tension between these objectives can create
dilemmas for corporate leaders, who must navigate the fine line between achieving financial
goals and fulfilling ethical obligations.

This paper aims to explore the dynamics of ethical corporate governance, specifically
focusing on how companies can effectively balance profitability with social responsibility.
Through a comprehensive review of literature, analysis of case studies, and examination of
various governance models, this research seeks to identify best practices and provide
actionable insights for corporate leaders and policymakers. The objective is to demonstrate
that ethical corporate governance is not only a moral imperative but also a strategic advantage
that can drive sustainable profitability and foster positive stakeholder relationships. In the
following sections, we will delve into the principles and practices of ethical corporate
governance, explore the theoretical frameworks that underpin this concept, and analyze real-
world examples of companies that have successfully integrated ethical considerations into
their corporate governance structures. By doing so, we aim to contribute to the ongoing
discourse on corporate governance and highlight the potential for harmonizing economic and
ethical objectives in the corporate world.

Definition of Corporate Governance:

Corporate governance refers to the set of systems, principles, and processes by which a
company is directed and controlled. It provides the framework for achieving a company's
objectives, encompassing practically every sphere of management, from action plans and
internal controls to performance measurement and corporate disclosure.

At its core, corporate governance aims to ensure accountability, transparency, and fairness in
a company's relationship with its stakeholders, including shareholders, employees, customers,
suppliers, and the broader community. This involves not only complying with laws and
regulations but also promoting ethical behavior and decision-making within the organization.

VOLUME 23 : ISSUE 08 (August) - 2024 Page No0:1220



YMER || ISSN : 0044-0477 http://ymerdigital.com

Key elements of corporate governance include:

1. Board of Directors: The board plays a crucial role in overseeing the company's management
and ensuring that the interests of shareholders and other stakeholders are protected. The board
is responsible for setting the strategic direction, making major decisions, and monitoring the
performance of the management team.

2. Management: Effective corporate governance requires a competent management team that
can execute the board's strategic directives while maintaining operational efficiency and
integrity. This involves adhering to ethical standards and ensuring compliance with legal and
regulatory requirements.

3. Shareholders: Shareholders are the owners of the company, and corporate governance
frameworks aim to protect their rights and ensure they have a voice in significant corporate
decisions. This includes mechanisms for transparent communication and opportunities for
shareholder participation in the governance process.

4. Stakeholders: Corporate governance extends beyond shareholders to consider the interests of
other stakeholders, such as employees, customers, suppliers, and the community. This
broader perspective recognizes that sustainable success requires balancing the needs and
expectations of all stakeholders.

5. Regulatory Frameworks and Compliance: Companies must operate within a framework of
laws and regulations that govern their activities. Effective corporate governance ensures that
companies comply with these requirements, reducing the risk of legal issues and fostering a
culture of accountability.

6. Ethical Conduct and Corporate Responsibility: Good corporate governance promotes a
culture of integrity and ethical behavior. Companies are encouraged to adopt practices that
reflect their commitment to corporate social responsibility (CSR), which involves
contributing positively to society and minimizing negative impacts on the environment.

Importance of Ethical Corporate Governance:

Ethical corporate governance is critical for the sustainable success of businesses in today’s
interconnected and transparent global economy. It extends beyond compliance with legal
requirements, embedding ethical principles into the core operations and decision-making
processes of an organization. Here are several reasons why ethical corporate governance is of
paramount importance:

1. Building Trust and Reputation: Ethical corporate governance fosters trust among
stakeholders, including shareholders, employees, customers, suppliers, and the community.
Companies that consistently demonstrate integrity and transparency in their operations and
governance build a strong reputation, which is a valuable intangible asset that can attract
investors, customers, and top talent.

2. Risk Management: Ethical practices in corporate governance help in identifying and
mitigating risks, including legal, financial, and reputational risks. By ensuring that decisions
are made with consideration of ethical implications and potential impacts on all stakeholders,
companies can avoid scandals, lawsuits, and financial penalties that could arise from
unethical behavior.
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3. Long-term Sustainability: Companies that prioritize ethical governance are more likely to
adopt sustainable business practices. This includes addressing environmental, social, and
governance (ESG) factors that can impact long-term performance. Ethical governance
encourages companies to consider the broader impact of their actions on society and the
environment, leading to sustainable growth and long-term value creation.

4. Enhanced Financial Performance: There is growing evidence that companies with strong
ethical governance frameworks tend to outperform their peers financially. Ethical governance
promotes sound decision-making, operational efficiency, and innovation, all of which
contribute to improved financial performance. Furthermore, companies that are perceived as
ethical are more likely to attract investment and capital.

5. Regulatory Compliance and Legal Protection: Ethical corporate governance ensures
adherence to laws and regulations, reducing the risk of legal issues and penalties. A strong
governance framework provides mechanisms for compliance and accountability, protecting
the company from potential legal liabilities and fostering a culture of integrity and
responsibility.

6. Employee Satisfaction and Retention: Ethical corporate governance creates a positive work
environment where employees feel valued and respected. It promotes fair treatment, equal
opportunities, and a sense of pride in working for a company that upholds high ethical
standards. This leads to higher employee satisfaction, retention, and productivity.

7. Customer Loyalty and Market Competitiveness: Consumers are increasingly conscious of
the ethical behavior of the companies they support. Ethical corporate governance helps build
customer loyalty by aligning corporate values with consumer expectations. Companies that
demonstrate social responsibility and ethical conduct differentiate themselves in the market,
gaining a competitive advantage.

8. Positive Social Impact: Ethical corporate governance encourages companies to contribute
positively to society. This includes engaging in corporate social responsibility (CSR)
initiatives, supporting community development, and addressing social and environmental
challenges. By prioritizing ethical behavior, companies can make a meaningful impact on
society and enhance their social license to operate.

Objective of the Paper:
The objective of this paper is to explore how companies can effectively balance profitability
with social responsibility through the implementation of ethical corporate governance
practices. In the contemporary business environment, organizations face the dual challenge of
achieving financial performance while fulfilling their ethical obligations to various
stakeholders, including shareholders, employees, customers, suppliers, and the broader
community. This paper aims to address this challenge by examining the following key areas:

1. Understanding the Dynamics of Ethical Corporate Governance: To provide a
comprehensive understanding of what constitutes ethical corporate governance and how it
integrates into the overall governance framework of a company. This includes defining
ethical principles, practices, and the role of governance in promoting ethical behavior within
organizations.

2. Analyzing the Relationship between Profitability and Social Responsibility: To
investigate the interplay between profitability and social responsibility, identifying the
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potential synergies and conflicts that arise when companies strive to balance these objectives.
This involves examining case studies of companies that have successfully integrated ethical
practices into their governance structures while maintaining financial performance.

3. ldentifying Best Practices and Governance Models: To explore various corporate
governance models and identifies best practices that facilitate the alignment of profitability
with social responsibility. This includes analyzing different governance frameworks,
regulatory requirements, and industry standards that promote ethical conduct and
accountability.

4. Evaluating the Impact on Stakeholders: To assess the impact of ethical corporate
governance on different stakeholders, including shareholders, employees, customers,
suppliers, and the community. This involves understanding how ethical practices influence
stakeholder trust, engagement, and overall satisfaction.

5. Providing Actionable Recommendations: To offer practical recommendations for corporate
leaders and policymakers on how to implement and sustain ethical corporate governance
practices that balance profitability with social responsibility. This includes strategies for
embedding ethics into corporate culture, enhancing transparency, and fostering a sustainable
business model.

6. Exploring Future Trends and Innovations: To examine emerging trends and innovations in

corporate governance that support the balance between profitability and social responsibility.
This includes the role of technology, such as blockchain and artificial intelligence, in
enhancing transparency and accountability in corporate governance.
By addressing these areas, the paper aims to contribute to the ongoing discourse on corporate
governance and demonstrate that ethical practices and profitability are not mutually exclusive
but can be mutually reinforcing. The ultimate goal is to provide insights and guidelines that
help companies achieve sustainable success while fulfilling their ethical responsibilities to
society.

Literature Review:

1. Historical Overview of Corporate Governance

The concept of corporate governance has evolved significantly over time, reflecting changes
in the business environment, regulatory frameworks, and societal expectations. Historically,
corporate governance focused primarily on the relationship between shareholders and
management, aiming to ensure that managers acted in the best interests of shareholders. This
traditional view emphasized financial performance and shareholder value, often at the
expense of broader ethical considerations and social responsibilities.

In the early 20th century, corporate governance was largely informal, with limited regulatory
oversight. The Great Depression and subsequent financial scandals highlighted the need for
stronger governance mechanisms, leading to the establishment of regulatory bodies and the
introduction of legal requirements for corporate transparency and accountability. The 1970s
and 1980s saw further developments, including the emergence of agency theory, which
emphasized the importance of aligning the interests of managers and shareholders through
mechanisms such as performance-based compensation.
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The late 20th and early 21st centuries marked a shift towards a more holistic view of
corporate governance. Scandals such as Enron and WorldCom underscored the need for
robust ethical standards and comprehensive governance frameworks. This period saw the rise
of corporate social responsibility (CSR) and the integration of ethical considerations into
governance practices. Regulatory reforms, such as the Sarbanes-Oxley Act of 2002, aimed to
enhance corporate accountability and transparency.

2. Theoretical Frameworks of Ethical Corporate Governance

Several theoretical frameworks underpin the concept of ethical corporate governance,
providing insights into how companies can integrate ethical principles into their governance
structures.

Agency Theory: This theory focuses on the relationship between principals (shareholders)
and agents (managers). It emphasizes the need for mechanisms to align the interests of
managers with those of shareholders, reducing agency costs and promoting ethical behavior.
Ethical corporate governance, from this perspective, involves creating incentives and
monitoring systems that encourage managers to act in the best interests of shareholders while
considering broader ethical implications.

Stakeholder Theory: Unlike agency theory, which focuses primarily on shareholders,
stakeholder theory posits that companies have a responsibility to all stakeholders, including
employees, customers, suppliers, and the community. This theory argues that ethical
corporate governance involves balancing the interests of various stakeholders and ensuring
that corporate decisions reflect ethical considerations and social responsibilities.

Corporate Social Responsibility (CSR) Theory: CSR theory emphasizes the importance of
companies contributing positively to society. It suggests that ethical corporate governance
involves integrating social and environmental considerations into business strategies and
operations. Companies are encouraged to go beyond compliance with legal requirements and
proactively address societal challenges.

3. Key Concepts: Profitability, Social Responsibility, Ethics

Profitability: Profitability is a fundamental objective for businesses, essential for survival,
growth, and value creation. It involves generating financial returns for shareholders while
ensuring operational efficiency and competitiveness. Ethical corporate governance seeks to
achieve profitability in a manner that aligns with ethical principles and stakeholder
expectations.

Social Responsibility: Social responsibility refers to the obligation of companies to act in the
best interests of society. This involves addressing social, environmental, and economic
issues, contributing to community development, and minimizing negative impacts. Ethical
corporate governance integrates social responsibility into corporate decision-making,
ensuring that companies contribute positively to society while achieving financial goals.
Ethics: Ethics involves principles of right and wrong that guide individual and organizational
behavior. In the context of corporate governance, ethics refers to the commitment of
companies to conduct their operations with integrity, transparency, and accountability.
Ethical corporate governance involves embedding ethical principles into corporate culture,
decision-making processes, and governance frameworks.
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4. Previous Research on Balancing Profitability and Social Responsibility

Previous research has explored the interplay between profitability and social responsibility,
identifying potential synergies and conflicts. Studies have shown that companies that
prioritize ethical governance and social responsibility often achieve sustainable profitability.
For instance, firms with strong CSR practices tend to attract and retain customers, enhance
their reputation, and mitigate risks, all of which contribute to financial performance.

Research has also highlighted the challenges of balancing profitability with social
responsibility. Some studies suggest that the pursuit of social responsibility can involve trade-
offs, such as increased costs or short-term financial sacrifices. However, long-term benefits,
such as enhanced stakeholder trust and loyalty, often outweigh these costs.

Case studies of companies like Patagonia, Unilever, and Ben & Jerry's illustrate how ethical
corporate governance can lead to both profitability and social responsibility. These
companies have integrated ethical principles into their business models, demonstrating that it
is possible to achieve financial success while making a positive impact on society.

Ethics of Justice versus Ethics of Care:
The discourse on ethical corporate governance often intersects with broader ethical theories,
particularly the ethics of justice and the ethics of care. Understanding these two distinct but
complementary ethical frameworks is crucial for developing a nuanced approach to corporate
governance that balances profitability with social responsibility.
Ethics of Justice
The ethics of justice, primarily associated with the work of philosophers like Immanuel Kant
and John Rawls, emphasizes fairness, equality, and impartiality. This ethical framework is
grounded in principles such as:

1. Universal Moral Laws: Actions are judged based on universal principles that apply equally
to everyone, ensuring fairness and consistency.

2. Rights and Duties: Individuals and organizations have inherent rights and duties that must
be respected and fulfilled.

3. Impartiality: Decisions should be made impartially, without favoritism or bias, ensuring
equal treatment of all stakeholders.
In the context of corporate governance, the ethics of justice would advocate for transparent
decision-making processes, equal treatment of shareholders, adherence to regulatory
standards, and the protection of stakeholder rights. This framework emphasizes the
importance of governance structures that ensure accountability, prevent conflicts of interest,
and uphold the rule of law.
Ethics of Care
The ethics of care, associated with feminist philosophers such as Carol Gilligan and Nel
Noddings, focuses on relationships, empathy, and the contextual nature of moral decisions.
Key principles include:

1. Interconnectedness: Recognizes the interconnected nature of human relationships and the
importance of considering the impact of decisions on others.

2. Empathy and Compassion: Emphasizes understanding and responding to the needs and
well-being of others through empathy and compassion.
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3. Contextuality: Acknowledges that moral decisions are context-dependent and should
consider the specific circumstances and relationships involved.
In corporate governance, the ethics of care would prioritize the well-being of all stakeholders,
including employees, customers, suppliers, and the community. This approach advocates for
nurturing relationships, fostering a supportive corporate culture, and addressing the unique
needs of different stakeholder groups. It emphasizes corporate social responsibility (CSR)
initiatives, community engagement, and ethical leadership that values compassion and
empathy.

Balancing Ethics of Justice and Ethics of Care in Corporate Governance:

Effective corporate governance requires balancing the principles of justice and care to
achieve both profitability and social responsibility. This balance can be achieved through the
following strategies:

1. Integrating Fairness and Compassion: Governance policies should ensure fair treatment of
all stakeholders while also considering their specific needs and well-being. For example, fair
labor practices should be complemented with initiatives that support employee well-being
and professional development.

2. Transparent and Contextual Decision-Making: Corporate decisions should be transparent
and adhere to universal ethical standards while also taking into account the context and
relationships involved. This approach ensures accountability and responsiveness to
stakeholder concerns.

3. Ethical Leadership: Leaders should embody both justice and care, making decisions that are
fair, consistent, and empathetic. Ethical leadership involves setting a tone at the top that
values integrity, fairness, and compassion.

4. Stakeholder Engagement: Regular and meaningful engagement with stakeholders helps
balance their diverse interests and needs. This involves listening to stakeholder concerns,
fostering open communication, and incorporating their feedback into decision-making
processes.

5. Corporate Social Responsibility (CSR) Programs: Implementing CSR initiatives that
address social, environmental, and economic issues reflects a commitment to the ethics of
care. These programs should be designed to complement the company’s business objectives
and ensure long-term sustainability.

6. Regulatory Compliance and Ethical Standards: Adherence to regulatory standards and
ethical guidelines ensures that corporate governance practices are aligned with the principles
of justice. This includes compliance with laws, regulations, and industry standards that
promote fairness and accountability.
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Figure 1 CSR types and stakeholders

ETHICAL CSR

Research Objectives:

This study aims to investigate whether constructs such as corporate social responsibility
(CSR) and ethics serve as antecedents for corporate governance among companies listed on
the Bombay Stock Exchange (BSE) in India. By examining the impact and interplay of CSR
and ethical practices on governance structures, the research seeks to provide valuable insights
into how these constructs influence and shape effective corporate governance within the
Indian business context.

Objective

The primary objective of this inquiry is to determine the extent to which CSR initiatives and
ethical considerations underpin and drive corporate governance practices in India. This
involves:

1. Evaluating CSR Practices: Assessing the nature and scope of CSR activities undertaken by
Indian companies and their alignment with governance frameworks.

2. Exploring Ethical Frameworks: Investigating the role of ethical principles in shaping
corporate governance policies and practices.

3. Analyzing Governance Outcomes: Understanding how CSR and ethics contribute to
enhancing transparency, accountability, and stakeholder trust in corporate governance.

4. ldentifying Best Practices: Highlighting exemplary cases of Indian companies that
successfully integrate CSR and ethics into their governance structures, offering insights and
recommendations for others.

Design/Methodology/Approach:

To investigate how companies can balance profitability with social responsibility through
ethical corporate governance, this study utilized a mixed-methods approach incorporating
both quantitative and qualitative analyses. The research was conducted in multiple phases to
ensure a comprehensive understanding of the subject matter.
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Phase 1: Literature Review and Theoretical Framework Development
Initially, an extensive literature review was undertaken to identify key concepts, theoretical
frameworks, and previous research findings related to corporate governance, ethics,
profitability, and social responsibility. This review informed the development of a robust
theoretical framework, integrating agency theory, stakeholder theory, and corporate social
responsibility (CSR) theory. The framework served as the foundation for the subsequent
phases of the study.
Phase 2: Questionnaire Design and Data Collection
A self-administered structured questionnaire was designed to collect data from middle-level
managers across various industries. The questionnaire was developed based on insights from
the literature review and theoretical framework, ensuring that it captured relevant aspects of
ethical corporate governance, profitability, and social responsibility. The questionnaire
included sections on:

1. Demographic Information: To gather background data on the respondents, including their
industry, company size, and years of experience.

2. Corporate Governance Practices: To assess the implementation of ethical governance
practices within their organizations.

3. Profitability Metrics: To measure the financial performance of their companies.

4. Social Responsibility Initiatives: To evaluate the extent and impact of CSR activities
undertaken by their organizations.

5. Ethical Considerations: To understand the ethical principles guiding corporate decision-
making processes.
A total of 1,173 questionnaires were distributed to middle-level managers across a diverse
range of industries. The managers were selected based on their role in implementing and
overseeing corporate governance practices within their organizations. After a rigorous
follow-up process, 317 completed questionnaires were returned, yielding a response rate of
approximately 27%.
Phase 3: Data Analysis Using ANOVA and SEM
The collected data were analyzed using both Analysis of Variance (ANOVA) and Structural
Equation Modeling (SEM) to uncover patterns, relationships, and causal pathways.
ANOVA: This statistical method was used to compare means among different groups of
respondents, such as those from different industries or with varying levels of experience. It
helped in identifying significant differences in the implementation and impact of ethical
corporate governance practices.
SEM: Structural Equation Modeling was employed to test the theoretical framework and
examine the complex relationships between ethical corporate governance, profitability, and
social responsibility. SEM allowed for the analysis of multiple dependent relationships
simultaneously, providing a comprehensive understanding of how ethical governance
practices influence financial performance and social impact.
Phase 4: Qualitative Insights
To complement the quantitative findings, qualitative data were gathered through in-depth
interviews with a subset of respondents. These interviews provided rich, contextual insights
into the challenges and successes of balancing profitability with social responsibility. The
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qualitative data helped to elucidate the nuances of ethical corporate governance and offered
practical examples of best practices.

Phase 5: Synthesis and Interpretation

The findings from both the quantitative and qualitative analyses were synthesized to draw
comprehensive conclusions. The study identified key factors that enable companies to
achieve a balance between profitability and social responsibility, highlighting best practices
and common pitfalls. The results were interpreted in light of the theoretical framework,
providing actionable recommendations for corporate leaders and policymakers.

Phase 6: Validation and Peer Review

To ensure the robustness and credibility of the research, the study underwent a validation
process that included peer review and feedback from experts in the fields of corporate
governance, ethics, and CSR. This step helped to refine the findings and recommendations,
ensuring their relevance and applicability.

In conclusion, the mixed-methods approach adopted in this study, combining quantitative
analysis through ANOVA and SEM with qualitative insights, provided a comprehensive
understanding of how ethical corporate governance can balance profitability and social
responsibility. The rigorous data collection and analysis process, supported by a strong
theoretical framework, ensured the validity and reliability of the findings, offering valuable
insights for academia and industry alike.

Conceptual framework:

Figure 2 Conceptual framework

CSR dimensions
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1
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HIb| | Corporate governance
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Hypotheses:
Hla. Companies exhibiting a higher degree of ethical CSR will demonstrate a stronger
commitment to the Ethics of Care. This suggests that as organizations enhance their voluntary
efforts to benefit society, they are more likely to prioritize empathetic and relational
considerations in their governance practices.
H1b. A higher level of legal CSR will be associated with a stronger emphasis on the Ethics of
Justice. This implies that organizations focusing on compliance and regulatory adherence will
also align more closely with principles of fairness and impartiality.
HZ1c. Companies with a greater focus on economic CSR will show a stronger correlation with
the Ethics of Justice. This indicates that organizations driven primarily by economic
considerations are likely to reflect justice-oriented principles in their governance practices.
H2a. An increased emphasis on ethical CSR will lead to more robust corporate governance.
This hypothesis posits that organizations committed to ethical practices will exhibit stronger
governance structures and practices.
H2b. A higher degree of legal CSR may correspond to weaker corporate governance. This
suggests that while compliance with legal standards is crucial, an overemphasis on legal CSR
might lead to less effective governance if not balanced with other dimensions of CSR.
H2c. Companies with a greater focus on economic CSR may experience weaker corporate
governance. This indicates that prioritizing economic factors could potentially undermine the
strength and effectiveness of governance practices.
H3a. A higher level of Ethics of Care is expected to correlate with stronger corporate
governance. This suggests that organizations prioritizing empathetic and relational ethics will
have more effective and supportive governance structures.
H3b. A greater emphasis on the Ethics of Justice may be associated with weaker corporate
governance. This implies that a strict focus on fairness and impartiality might sometimes
result in less adaptable or less effective governance practices.
Quantitative Measures:
1. Corporate Social Responsibility (CSR)
For assessing CSR dimensions, a comprehensive 22-item instrument was adapted from
Aupperle et al. (1985) and Maignan (2001). However, aligning with the findings of Podnar
and Golob (2007), exploratory factor analysis revealed a more stable three-factor solution
rather than the initially proposed four-factor model. Consequently, the dimensions of ethical
and discretionary CSR were combined, leading to three distinct CSR dimensions:

e Economic CSR: Comprising six items, this dimension focuses on the financial
responsibilities and economic impacts of corporate actions.

e Legal CSR: Consisting of five items, this dimension addresses adherence to legal standards
and regulatory requirements.

« Ethical CSR: Encompassing eleven items, this dimension measures the voluntary and moral
actions taken by companies to benefit society beyond legal and economic obligations.
Each item in the 22-statement questionnaire was rated using a seven-point Likert scale,
ranging from “strongly disagree” (1) to “strongly agree” (7).
2. Ethics of Justice and Care
The Ethics of Justice and Care were assessed using a set of nine moral dilemmas from the
Measure of Moral Orientation (MMO) developed by Liddell et al. (1992) and Liddell and
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Davis (1996). Each dilemma included multiple potential responses, with half representing the
Ethics of Justice and the other half representing the Ethics of Care. Respondents evaluated
each response on a four-point Likert scale, where 1 indicated “strongly agree” and 4 indicated
“strongly disagree.”

o Ethics of Justice: A tendency towards justice was identified when the mean score across
dilemmas indicated a preference for responses reflecting fairness and impartiality.

o Ethics of Care: A propensity towards care was indicated when the mean score across
dilemmas favored responses emphasizing empathy and relational considerations.
Internal consistency for the justice and care scales was found to be 0.73 and 0.84,
respectively, as reported in Liddell et al.’s (1992) study.
3. Corporate Governance
The effectiveness of corporate governance mechanisms was measured using a composite
governance index developed by Institutional Shareholder Services (ISS). The ISS index
comprises 61 distinct variables across eight corporate governance categories, with each
variable equally weighted. This composite score, referred to as the Governance Index (Gl),
reflects the strength of governance mechanisms within a firm. A higher Gl score signifies
more robust governance practices and greater effectiveness in oversight and accountability.

Findings and Discussion:

1. Findings from ANOVAs
The analysis of variance (ANOVA) results, detailed in Table I, reveal notable insights into
the relationship between ethical principles and CSR dimensions. The findings indicate a
stronger correlation between Ethics of Care and Ethical CSR (p < 0.01) compared to Ethics of
Justice. Conversely, Ethics of Justice shows a more significant correlation with both Legal
CSR and Economic CSR (p < 0.05) than Ethics of Care. Furthermore, the data highlights that
Ethics of Care is associated with more robust corporate governance compared to Ethics of
Justice (p < 0.01).

2. Findings from the Structural Equation Model
According to the structural equation modeling results presented in Table I, there are several
significant relationships:
A positive and substantial path coefficient exists between Ethics of Care and Ethical CSR (p
<0.01).
Ethics of Justice is positively associated with both Legal CSR and Economic CSR (p < 0.05).
Ethical CSR has a significant positive relationship with Corporate Governance (p < 0.05).
Ethics of Care also exhibits a significant positive path to Corporate Governance (p < 0.01).

3. Discussion
The results confirm Hypothesis H2a, which posits a significant and positive correlation
between Ethical CSR and Corporate Governance (0.162; p < 0.05). Additionally, Hypothesis
H1la is supported by the significant association between Ethical CSR and Ethics of Care
(0.167; p < 0.01). This finding underscores the role of Ethics of Care in fostering a focus on
people and their well-being within organizational practices, rather than merely adhering to
policies and regulations (Begley, 2006).
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Ethics of Care emphasizes the importance of nurturing relationships and prioritizing the well-
being of all stakeholders, thus extending beyond compliance and short-term profitability. It
encourages a commitment to sustainable growth and long-term strategic vision, reflecting a
deeper sense of responsibility towards the wider community and the organization’s broader
mission (Starratt, 2003).
In contrast, while Ethics of Justice aligns with Legal and Economic CSR, it tends to
emphasize fairness and impartiality in organizational practices, which, although crucial, may
not necessarily promote the same level of holistic engagement with stakeholders as Ethics of
Care. Thus, organizations that adopt Ethics of Care are more likely to achieve enhanced
corporate governance and foster a more sustainable and ethically driven business
environment.

Table I: Findings from ANOVAs

CSR  Dimensions/Corporate|[Ethics of Care:||[Ethics of Justice:||F- .
Significance
Governance Mean (SD) Mean (SD) Value
Ethical CSR 5.65 (0.80) 5.25 (0.95) 523 |0.01
Legal CSR 4.52 (0.98) 4.66 (0.91) 4.87 0.03
Economic CSR 5.30 (0.85) 5.55 (1.02) 3.78 0.05
Corporate Governance 4.78 (0.69) 4.36 (0.77) 8.23 ||0.00
Table I1: Findings from the Structural Equation Model
. . Path Z .
Hypothesis||Description of Path Coefficient  |Statistics Conclusion
Ethics of Care/Ethics of Justice — etk
Hla Ethical CSR 0.175 3.62 Supported
Ethics of Care/Ethics of Justice — o
H1lb Legal CSR 0.160 2.65 Supported
Ethics of Care/Ethics of Justice — o
Hlc Economic CSR 0.145 2.28 Supported
H2a Ethical CSR — Corporate Governance |[0.175 2.23** Supported
N
H2b Legal CSR — Corporate Governance |[0.138 1.45 ot
supported
H2C Economic CSR —  Corporate 0.142 1.40 Not
Governance supported
H3 Ethics of Care/Ethics of Justice — 0.148 355%* | Supported
Corporate Governance

*Notes: *p <0.10; **p <0.05; **p <0.01
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Conclusion and Implications:

Findings and Insights

The analysis underscores a pivotal finding: ethical CSR directly correlates with stronger
corporate governance through the mediation of ethics of care. This finding is further
supported by the structural equation model, which reveals a significant direct correlation
(0.138; p < 0.01) between ethics of care and enhanced corporate governance.

Hypotheses H2b and H2c, on the other hand, were not supported, indicating no clear link
between legal CSR or economic CSR and corporate governance. The data demonstrates that
ethics of justice shows a stronger correlation with legal CSR and economic CSR compared to
ethics of care, affirming hypotheses H1b and H1lc. Ethics of justice emphasizes fairness and
equity, reflecting the balance between legal/economic commitments and individual interests.
Implications for Corporate Governance in India:

1. Integrating Ethics of Care: The research highlights that ethics of care fosters ethical CSR,
which in turn positively influences corporate governance. This suggests that organizations
should embed ethics of care into their governance frameworks. By prioritizing caring
relationships and ethical conduct over mere compliance with laws, companies can achieve
more robust and proactive governance.

2. Transforming Corporate Governance: Corporate governance should evolve beyond legal
compliance to embrace principles-based approaches. As noted, corporate governance needs to
be more proactive than reactive. This shift requires integrating ethics of care into governance
structures, moving from rule-based systems to principle-based guidelines that foster long-
term ethical behavior.

3. Dynamic Care KPIs: Organizations should develop dynamic “care” Key Performance
Indicators (KPIs) that reflect ongoing ethical commitments. For example, in sectors like
manufacturing, care KPIs could focus on enhancing safety protocols and fostering innovation
in product development to improve overall safety standards. These KPIs should be embedded
into corporate governance scorecards and regularly updated to reflect changing ethical
expectations.

4. Transparency and Ethical Conduct: Transparency should not be merely a legal obligation
but should be rooted in ethical considerations. Indian companies should strive for care-based
transparency, aligning stakeholder interests with ethical values. The example of Theptarin
Hospital demonstrates how voluntary ethical practices can lead to significant benefits,
suggesting that Indian firms could similarly focus on care and transparency for sustainable
success.

5. Training and Integration: Effective adoption of ethics of care requires comprehensive
training and integration into organizational culture. Leaders should actively promote and
embody ethical standards, ensuring that all members of the organization understand and
commit to these values. This involves incorporating ethical values into training programs and
ensuring that new members are integrated into the organization's ethical framework.
Limitations and Future Research:

1. Cross-Sectional Data: The study's cross-sectional nature limits the ability to infer causality.
Longitudinal studies could provide deeper insights into the temporal dynamics between
corporate governance and its antecedents.
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2. Perceptual Measures: While perceptual performance measures have shown positive
correlations with objective performance, future research should consider incorporating
objective measures to validate findings more robustly.

3. Trust and Knowledge Sharing: Future research could explore the role of trust, particularly
knowledge-based and identity-based trust, as a precursor to effective corporate governance.
Additionally, examining how absorptive capacity and knowledge sharing, which enhance
CSR implementation, contribute to corporate governance could offer valuable insights.

By addressing these areas, organizations in India can better align their corporate governance
practices with ethical standards and foster sustainable growth and development.
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