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Abstract
Business ethics and corporate social responsibility (CSR) have become central to organisational decision-making as firms face growing scrutiny from employees, consumers, investors, regulators and wider society. This report critically examines how organisations can integrate ethical principles into strategic and operational decisions and evaluates the implications of such integration for corporate responsibility. Particular attention is given to stakeholder theory, utilitarian ethics, deontological ethics and virtue ethics as complementary frameworks for evaluating organisational conduct. The report also examines ethical leadership because formal codes and CSR commitments are unlikely to influence organisational behaviour unless leaders establish accountability, encourage employee voice and align incentives with ethical expectations. Contemporary research suggests that ethical leadership can strengthen organisational trust, ethical climate and sustainable employee behaviour, while unethical leadership can normalise misconduct and increase organisational risk (Dey et al., 2022; Eisenbeiß & Brodbeck, 2014; Ünal et al., 2022). The Volkswagen emissions scandal is employed as the principal real-world case because it illustrates the conflict that can arise between commercial objectives, regulatory compliance, environmental responsibility and stakeholder interests. Volkswagen’s use of emissions-defeating software demonstrates how organisational pressures and governance weaknesses can transform an operational problem into a major ethical failure affecting customers, regulators, investors, employees and society (Zhang, 2021). Using a qualitative secondary-research methodology, the report integrates academic literature, theoretical frameworks and case evidence. The findings indicate that sustainable ethical performance requires more than compliance: organisations must embed ethical reasoning into governance, leadership, performance measurement, risk management and stakeholder engagement. The report consequently recommends ethics-based decision protocols, stronger board oversight, protected employee voice, responsible incentive structures and transparent stakeholder accountability.
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[bookmark: _Toc215315557]2.Introduction 
Business decisions increasingly generate consequences that extend beyond shareholders and financial performance. Organisations influence employees' livelihoods, consumer welfare, communities, environmental sustainability and public trust. Globalisation, climate concerns, digital transparency and stronger stakeholder expectations have therefore made business ethics and corporate social responsibility strategic rather than peripheral considerations. CSR can broadly be understood as the responsibility of organisations to consider their economic, legal, ethical and social obligations when conducting business. Carroll's (1991) influential framework illustrates that corporate responsibility involves economic and legal duties alongside ethical and philanthropic expectations.
Ethical decision-making becomes particularly important when commercial objectives conflict with stakeholder interests. Managers may face pressure to achieve ambitious performance targets while simultaneously complying with regulations, protecting employees, satisfying customers and reducing environmental harm. Ethical theories provide systematic ways of resolving such conflicts. Stakeholder theory considers obligations toward parties affected by corporate conduct, utilitarianism evaluates consequences, deontology emphasises duties and rights, while virtue ethics focuses on organisational and individual character (Freeman, 1984; Treviño et al., 2006).
This report critically assesses how ethical principles can be incorporated into organisational decision-making and corporate practice. It evaluates the relationship between ethical leadership, organisational culture, employee behaviour and stakeholder trust before applying ethical frameworks to the Volkswagen emissions scandal. Dieselgate is particularly relevant because research identifies failures involving governance, leadership, accountability and environmental responsibility rather than merely isolated employee misconduct (Mujkic & Klingner, 2019; Zhang, 2021). The report ultimately develops evidence-based recommendations for strengthening responsible and sustainable organisational conduct.

















2. Literature Review
2.1 Business Ethics and CSR in Modern Organisations
Business ethics concerns the principles and standards through which organisational behaviour is judged as right, fair and responsible. Its relevance has expanded because corporations exercise considerable economic, social and environmental influence. Ethical responsibility therefore cannot be reduced to legal compliance. Conduct may satisfy minimum legal requirements yet remain ethically questionable when it creates avoidable harm, exploits information asymmetry or disregards vulnerable stakeholders.
CSR extends this responsibility by recognising that organisations operate within broader networks of social relationships. Carroll (1991) conceptualises corporate responsibility through economic, legal, ethical and philanthropic dimensions. Although profitability remains necessary for organisational survival, economic objectives do not eliminate obligations toward employees, customers, governments, communities and the natural environment. CSR therefore challenges an exclusively shareholder-centred interpretation of corporate purpose.
More recent research strengthens the connection between CSR and internal organisational outcomes. Aggarwal and Singh's (2022) meta-analysis of 140 studies demonstrates that employees' perceptions of internal and external CSR are associated with emotional, attitudinal and behavioural workplace outcomes. This indicates that CSR is not simply external reputation management. Employees interpret corporate conduct as evidence about organisational values, potentially influencing identification, commitment and behaviour.
However, CSR can become problematic when public commitments are disconnected from actual organisational practices. A company may communicate sustainability while internal incentives reward decisions inconsistent with environmental or social commitments. Volkswagen illustrates this contradiction particularly strongly: its environmental positioning existed alongside conduct designed to circumvent emissions requirements (Valentini & Kruckeberg, 2018). CSR therefore creates value only where stated responsibilities are supported by governance, leadership and operational practice.
2.2 Stakeholder Theory
Stakeholder theory provides one of the most influential approaches to responsible business. Freeman (1984) argues that organisations should recognise parties capable of affecting or being affected by organisational objectives. This challenges the assumption that management's ethical responsibility is confined to maximising shareholder returns.
From an ethical decision-making perspective, stakeholder theory encourages managers to identify affected groups, understand their legitimate interests and evaluate how benefits and burdens are distributed. Customers expect safe and honestly represented products; employees expect fair treatment and secure channels for raising concerns; regulators expect truthful compliance; investors require reliable information; communities expect organisations to limit harmful externalities.
Stakeholder analysis becomes especially important when apparently profitable decisions impose hidden costs on other groups. Zhang (2021), analysing Volkswagen through a stakeholder-ecosystem perspective, demonstrates that corporate irresponsibility creates interconnected consequences across consumers, regulators, communities, investors and other actors. Ethical decision-making should therefore evaluate systemic stakeholder effects rather than immediate financial outcomes alone.
A limitation is that stakeholder interests frequently conflict. Managers may struggle to determine whose interests deserve priority. Consequently, stakeholder theory is more effective when combined with ethical principles capable of evaluating competing claims.
2.3 Utilitarian Ethics
Utilitarianism assesses actions according to their consequences and broadly favours decisions generating the greatest overall benefit relative to harm. Within organisations, a utilitarian assessment might compare the economic benefits of a strategy against its consequences for employees, consumers, communities and the environment.
Its principal strength is its attention to outcomes. Business decisions frequently involve trade-offs, making consequence-based reasoning valuable for policy selection. However, utilitarianism can become ethically problematic if aggregate benefits are used to justify serious harm to minorities. For example, a profitable strategy benefiting investors and employees cannot automatically be considered ethical if customers are systematically deceived or communities experience substantial environmental damage.
Volkswagen's emissions conduct illustrates this weakness. Even if managers believed diesel sales protected employment, profitability or competitive positioning, these benefits would have to be weighed against consumer deception, regulatory harm, excessive pollution and subsequent reputational and financial losses. Valentini and Kruckeberg (2018) conclude that Volkswagen's conduct was difficult to justify under established ethical principles because of the scale and distribution of stakeholder harm.
2.4 Deontological Ethics
Deontological ethics focuses on duties, principles and respect for persons rather than judging behaviour solely through consequences. Applied to organisations, it emphasises obligations such as honesty, fairness, contractual integrity and respect for stakeholder rights.
This perspective is especially important where misleading conduct might appear commercially advantageous. Deontological reasoning would reject intentional deception because honesty is an ethical obligation rather than merely a strategy that should be followed when profitable. Customers have a legitimate expectation that product claims are truthful, while regulators are entitled to genuine compliance rather than engineered circumvention.
The Volkswagen case therefore presents a clear deontological failure. Software designed to recognise testing conditions effectively created a difference between regulatory testing and real-world performance. The ethical issue was not merely that the eventual consequences were costly; the deliberate manipulation itself conflicted with duties of honesty and compliance. Rhodes (2016) consequently argues that Dieselgate raises broader questions regarding corporate accountability and the capacity of corporations to regulate their own ethical conduct.
Nevertheless, rigid duty-based reasoning may be difficult when duties conflict. Managers can simultaneously owe responsibilities to employees, shareholders, customers and society. Deontology therefore benefits from integration with stakeholder and consequence-based analysis.


2.5 Virtue Ethics and Organisational Character
Virtue ethics shifts attention from "What rule should be followed?" toward "What kind of organisation and decision-maker should we become?" Virtues such as integrity, courage, honesty, fairness and practical wisdom are consequently central.
The organisational relevance of virtue ethics is considerable because unethical conduct rarely occurs exclusively through formal policy. Employees observe what behaviour leaders reward, tolerate and punish. A corporation may publish a detailed code of ethics while simultaneously creating an environment in which employees fear challenging unrealistic objectives. Ethical culture research demonstrates that organisational structures and norms meaningfully influence ethical outcomes (Roy et al., 2023).
Virtue ethics therefore draws attention to whether managers possess the moral courage to challenge questionable practices and whether organisations reward such behaviour. In Volkswagen's case, scholarship has associated the scandal with hierarchical leadership and weaknesses in accountability (Bodie, 2020). The case suggests that technical competence without ethical courage can create conditions in which employees attempt to make impossible targets appear achievable instead of challenging them.
2.6 Ethical Leadership, Culture and Employee Behaviour
Ethical leadership connects individual moral behaviour with organisational systems. Leaders influence employees not simply through instructions but through role modelling, resource allocation, rewards and responses to misconduct. Brown et al. (2005) conceptualise ethical leadership as normatively appropriate conduct combined with the active promotion of such conduct among followers.
Empirical research supports its organisational significance. Dey et al. (2022) found that ethical leadership influences ethical climate and employees' voluntary environmental behaviour, contributing to sustainable performance. Similarly, research on organisational trust indicates that ethical leadership can strengthen employee trust and improve important behavioural outcomes (Al Halbusi et al., 2022). These findings suggest that ethical leadership can translate abstract CSR commitments into daily organisational behaviour.
Conversely, unethical leadership can normalise harmful behaviour. Ünal et al. (2022), through a systematic review, demonstrate that unethical leadership is associated with multiple organisational antecedents, outcomes and contextual conditions. This reinforces the argument that misconduct should not automatically be explained through the idea of isolated "bad employees." Leadership structures and organisational environments can actively enable unethical behaviour.
Ethical leadership is consequently relevant to stakeholder trust. Trust develops where organisational statements are consistent with observable behaviour. Once significant deception becomes public, stakeholders may reinterpret earlier CSR communication as symbolic rather than substantive. Rebuilding trust therefore requires structural change and demonstrated accountability rather than public relations alone.




3. Methodology 
3.1 Research Philosophy and Approach
This report adopts a qualitative, interpretivist research orientation because its central purpose is to understand and critically evaluate ethical decision-making rather than calculate statistical relationships. Ethical questions involve competing values, duties, consequences and stakeholder interpretations that cannot be adequately captured through financial indicators alone. A qualitative approach enables theoretical principles to be applied to organisational behaviour while acknowledging the contextual nature of ethical judgments.
The study employs a deductive analytical approach. Established theories—stakeholder theory, utilitarianism, deontological ethics, virtue ethics, CSR and ethical leadership—provide the conceptual lenses through which organisational conduct is evaluated. Rather than developing a new ethical theory from primary data, the research applies existing theoretical frameworks to identify where organisational practices align with, or depart from, principles of responsible business.
3.2 Research Design
A secondary qualitative case-study design is adopted, with Volkswagen's Dieselgate scandal serving as the central organisational case. Case-study research is suitable because ethical failures emerge through interactions among leadership, organisational culture, governance, performance pressures, regulation and stakeholder relationships. Examining these factors together permits deeper analysis than treating the scandal as a single compliance incident.
Volkswagen was selected purposively because the case directly reflects the assignment's core themes: ethical decision-making, CSR, sustainability, stakeholder responsibility, leadership and corporate governance. The scandal is also extensively documented in academic literature, enabling triangulation across different scholarly interpretations.
The case is particularly valuable because Volkswagen's conduct produced impacts extending beyond the organisation itself. Academic analyses have connected Dieselgate to consumer trust, environmental responsibility, regulatory credibility, corporate governance and stakeholder relationships (Valentini & Kruckeberg, 2018; Zhang, 2021). It therefore provides an appropriate context for evaluating the tension between corporate objectives and ethical responsibility.
3.3 Data Collection
The research relies entirely on secondary data and therefore does not involve interviews, surveys or experimental participants. Evidence was drawn principally from peer-reviewed journal articles, academic books, scholarly case analyses and credible institutional material concerning business ethics, CSR, ethical leadership, organisational culture and Volkswagen.
Literature was selected according to four broad criteria. First, sources needed to be directly relevant to business ethics, CSR, stakeholder relationships, ethical leadership or Dieselgate. Second, peer-reviewed research was prioritised to strengthen academic credibility. Third, recent studies were used where possible for contemporary issues such as ethical culture and leadership, while seminal sources such as Freeman (1984), Carroll (1991) and Brown et al. (2005) were retained because they provide foundational theoretical frameworks. Fourth, Volkswagen-specific evidence was compared across several sources rather than relying on a single interpretation.
This approach enables the report to combine established ethical theory with contemporary empirical evidence. For example, Freeman's stakeholder framework provides the theoretical foundation, whereas Zhang (2021) demonstrates how stakeholder relationships can be applied specifically to Volkswagen. Similarly, ethical-leadership theory is complemented by contemporary empirical evidence concerning sustainable performance and organisational trust (Dey et al., 2022).
3.4 Analytical Framework
The collected material was analysed thematically. Five principal analytical categories were established: ethical decision-making, stakeholder responsibility, leadership and organisational culture, CSR and sustainability, and governance/accountability.
The Volkswagen case was subsequently evaluated through four ethical lenses. Stakeholder analysis identified parties affected by management decisions and assessed the distribution of benefits and harms. Utilitarian analysis considered the aggregate consequences of the decisions. Deontological analysis examined whether duties of honesty, regulatory compliance and respect for stakeholders were fulfilled. Virtue ethics considered the character traits and organisational culture reflected in the conduct.
Using multiple frameworks reduces dependence on a single interpretation. For instance, a decision producing short-term economic benefits could potentially appear defensible under a narrow consequentialist calculation but remain unacceptable under deontological principles because it requires deliberate deception. Triangulating ethical theories therefore provides a more comprehensive assessment.
3.5 Reliability and Validity
Credibility was strengthened through source triangulation. Claims concerning Volkswagen were assessed against multiple scholarly sources examining the scandal from ethical, governance and stakeholder perspectives. The analysis also distinguishes between empirical findings and normative ethical evaluation.
The use of peer-reviewed literature improves reliability, although secondary research inevitably depends on the quality and interpretations of existing studies. Transparent application of the same ethical frameworks throughout the case analysis helps maintain analytical consistency.
3.6 Ethical Considerations and Limitations
Because the research uses publicly available secondary material and does not collect personal data from participants, it creates minimal direct research-ethics risk. Nevertheless, academic integrity remains important. Ideas derived from other authors are acknowledged through APA-style citation, and the analysis avoids presenting allegations beyond those supported by established sources.
The methodology has several limitations. Secondary research cannot directly capture the perceptions of Volkswagen employees, managers or affected consumers. Furthermore, retrospective analysis benefits from knowing the consequences of the scandal and may therefore introduce hindsight bias. A single case also limits generalisability. Volkswagen should therefore be treated as an analytically informative example rather than evidence that identical mechanisms operate in every organisation.
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4.1 Ethical Failure Was Organisational Rather Than Merely Technical
The analysis demonstrates that Dieselgate cannot adequately be characterised as a technical compliance error. Volkswagen's emissions problem involved deliberate manipulation that enabled vehicles to behave differently under regulatory testing conditions. Consequently, the underlying ethical issue concerned how organisational decision-making responded when commercial and technical objectives conflicted with environmental and regulatory requirements.
Li et al. (2018) identify regulatory pressure, competitive pressure, technological capability, consumer expectations and managerial incentives as important factors associated with environmental responsibility and corporate misconduct in the automotive sector. This suggests that unethical decisions may emerge where demanding objectives are combined with inadequate governance and distorted incentives.
However, commercial pressure does not remove ethical responsibility. Ethical decision-making requires management to recognise when objectives cannot legitimately be achieved and to revise the objective, technology or timetable rather than manipulate information. The case therefore reveals the danger of treating compliance as an obstacle to commercial strategy instead of a minimum ethical obligation.
4.2 Stakeholders Experienced Unequal and Interconnected Harm
Stakeholder analysis demonstrates that Volkswagen's conduct affected substantially more parties than management and shareholders. Consumers purchased vehicles partly on the basis of performance and environmental representations. Regulators depended on accurate testing to implement environmental policy. Investors faced financial and reputational consequences following disclosure. Employees experienced uncertainty associated with organisational repercussions, while society bore environmental costs.
Valentini and Kruckeberg (2018) identify customers, investors/shareholders, regulators, German authorities, European institutions and wider society among the major affected stakeholder groups. Zhang (2021) further argues that Dieselgate should be understood through a stakeholder ecosystem because the effects and responses of stakeholder groups are interconnected.
This finding exposes the weakness of narrow shareholder-centred decision-making. Short-term gains achieved through ethically problematic behaviour can ultimately destroy shareholder value as legal penalties, reputational harm and trust deterioration emerge. Stakeholder responsibility and long-term corporate performance therefore need not represent opposing objectives.
4.3 The Conduct Fails Across Multiple Ethical Frameworks
The Volkswagen case produces unusually consistent conclusions across the ethical frameworks employed.
From a utilitarian perspective, the strategy generated significant harm relative to legitimate benefit. Although meeting commercial targets could have benefited Volkswagen, employees and investors temporarily, those benefits were accompanied by environmental externalities, customer deception, regulatory disruption and eventual financial and reputational consequences. The broader distribution of harm undermines a utilitarian defence.
From a deontological perspective, the conduct conflicts directly with duties of honesty and genuine regulatory compliance. Customers and regulators were treated instrumentally because information relevant to their decisions was distorted. The fact that deception might have protected sales or strategic objectives does not remove the underlying duty violation.
From a stakeholder perspective, decision-making inadequately accounted for groups bearing the consequences. Zhang's (2021) analysis demonstrates that corporate irresponsibility can spread through a network of stakeholder relationships, meaning that responsible management requires systematic stakeholder engagement rather than narrow internal calculation.
Finally, virtue ethics raises questions concerning integrity, courage and organisational character. Ethical organisations require individuals who can acknowledge technical limitations, communicate inconvenient information and resist improper pressure. Where employees perceive that failure to meet targets is less acceptable than ethically questionable methods of meeting them, organisational character has become distorted.
4.4 Ethical Leadership Is a Structural Control Mechanism
A significant finding is that ethical leadership should not be regarded as a desirable personal characteristic alone. It functions as an organisational control mechanism by shaping expectations concerning acceptable behaviour.
Contemporary evidence supports this relationship. Dey et al. (2022) found that ethical leadership contributes to ethical climate and environmentally responsible employee behaviour. Ethical leaders establish signals regarding what matters through their own actions, allocation of rewards and willingness to challenge misconduct. Conversely, research on unethical leadership shows that destructive leadership patterns can have extensive consequences across organisational levels (Ünal et al., 2022).
Volkswagen therefore demonstrates why ethics cannot be delegated exclusively to compliance departments. When operational employees receive powerful performance signals from senior management, occasional ethics training is unlikely to counteract incentives generated by everyday leadership.
Ethical leadership also affects whether employees feel able to raise concerns. An organisation may technically maintain whistleblowing mechanisms while employees remain reluctant to use them if they believe challenging senior decisions will damage their careers. Ethical leadership must therefore create psychological and procedural conditions in which dissent is treated as risk information rather than disloyalty.
4.5 Organisational Culture Can Enable or Constrain Misconduct
The findings further demonstrate that organisational culture influences whether ethical principles survive commercial pressure. Culture communicates the organisation's real priorities through informal expectations, reward systems and reactions to failure.
Bodie (2020) associates Volkswagen's governance problems with hierarchical organisational arrangements and weaknesses in accountability. Such conditions can discourage upward challenge and concentrate decision-making power. When employees are expected to satisfy ambitious targets without sufficient opportunity to question their feasibility, ethical risk increases.
Research on ethical culture more generally reinforces this conclusion. Organisational ethical culture has been associated with employee and organisational outcomes and should be understood as distinct from merely possessing formal ethical policies (Roy et al., 2023). The implication is significant: a code of conduct cannot compensate for a culture that rewards results regardless of methods.
4.6 CSR Credibility Depends on Operational Consistency
Another important finding concerns the difference between communicated CSR and embedded CSR. Organisations frequently publish sustainability reports, environmental commitments and corporate values. These activities can strengthen accountability, but only when operational behaviour is consistent with those claims.
Volkswagen illustrates the reputational danger created by inconsistency. Valentini and Kruckeberg (2018) frame the scandal partly through the gap between environmental responsibility communication and actual corporate conduct. When such inconsistency becomes visible, stakeholders may interpret CSR communication as impression management.
CSR should therefore influence product development, investment decisions, performance evaluation, risk assessment and governance rather than remaining a communications function. Sustainability objectives should be accompanied by measurable accountability, independent verification and board-level oversight.
4.7 Trust Is Both an Ethical and Strategic Asset
Trust emerged as an important connection between ethics and organisational performance. Stakeholders transact with companies partly because they assume that product information, corporate reporting and regulatory representations are sufficiently reliable. Deception damages this assumption and increases future monitoring costs.
Research demonstrates that ethical leadership can strengthen organisational trust and positive employee outcomes (Al Halbusi et al., 2022). At the external level, rebuilding trust following corporate irresponsibility requires stakeholder involvement and credible changes in organisational practice (Zhang, 2021).
Consequently, ethical conduct should not be interpreted as a constraint on competitiveness. Trust constitutes an intangible organisational resource. Ethical failures can transform previously accumulated reputation into a liability because stakeholders may reassess earlier claims and future promises more critically.
4.8 Responsible Decision-Making Requires Institutionalisation
Finally, the evidence indicates that responsible behaviour cannot depend exclusively on individual morality. Organisations need institutional mechanisms that make ethical evaluation part of normal decision-making.
An effective system would require managers proposing strategically important decisions to identify affected stakeholders, potential harms, legal duties, environmental implications and conflicts with organisational values. High-risk decisions should receive independent review, particularly when commercial incentives could bias judgment.
This institutionalisation should extend to remuneration. Li et al. (2018) note the relevance of managerial incentive structures and short-term orientation in understanding corporate misconduct. Performance systems that reward financial results without equivalent attention to compliance, sustainability and stakeholder consequences may unintentionally encourage unethical risk-taking.
The overall findings therefore support an integrated model: ethical leadership establishes expectations; ethical culture reinforces behaviour; governance provides oversight; stakeholder analysis expands the decision frame; ethical theories provide evaluation criteria; and transparent accountability ensures that CSR commitments influence actual organisational practice.

[bookmark: _Toc215315561]6. Discussion 
The analysis indicates that the central challenge for organisations is not choosing between ethics and profitability but preventing short-term commercial logic from overriding long-term organisational responsibility. Volkswagen demonstrates how decisions that appear to resolve immediate performance problems can generate substantially larger financial, legal, environmental and reputational consequences. Dieselgate therefore supports the argument that ethics must be integrated into strategic management rather than treated as a separate compliance activity.
An important implication is that no single ethical framework is sufficient. Stakeholder theory identifies whose interests require consideration but provides limited guidance where interests conflict. Utilitarianism evaluates consequences but can potentially sacrifice minority rights for aggregate benefits. Deontology protects duties and rights but may offer limited flexibility when responsibilities compete. Virtue ethics addresses character and organisational integrity but provides less precise decision procedures. Combining the frameworks creates stronger ethical scrutiny.
The findings also demonstrate that leadership and organisational systems are mutually reinforcing. Ethical leaders operating within incentive structures that reward only short-term financial outcomes may struggle to sustain responsible behaviour. Conversely, sophisticated compliance mechanisms may be ineffective if senior leaders implicitly tolerate rule circumvention. Dey et al. (2022) demonstrate the relationship between ethical leadership, ethical climate and sustainable employee behaviour, reinforcing the importance of integrating leadership with organisational systems.
Several practical actions follow. First, organisations should introduce a formal ethical impact assessment for high-risk strategic decisions. Managers should document affected stakeholders, potential harms, legal duties, environmental implications and alternative actions before approval.
Second, boards should establish stronger independent ethics and sustainability oversight. Significant non-financial risks should receive comparable attention to financial risk, and directors should receive reliable information that is not filtered solely through executives responsible for performance targets.
Third, employee voice must be protected. Confidential reporting systems should be independently administered, non-retaliation rules should be enforced, and managers should be evaluated partly on whether employees can safely raise concerns.
Fourth, incentive structures should incorporate ethical and sustainability indicators. Financial achievement should not be rewarded where results are subsequently shown to depend on significant compliance or ethical failures. This is especially important because performance pressure and managerial incentives can contribute to irresponsible behaviour (Li et al., 2018).
Finally, CSR reporting should be supported by verifiable operational evidence. Organisations should disclose both progress and significant shortcomings rather than using sustainability communication primarily for reputation enhancement. Responsible business requires consistency between corporate identity, managerial decisions and measurable organisational conduct.
These recommendations shift ethics from reactive scandal management toward preventive governance. They also recognise that responsible business conduct can support organisational resilience because trustworthy stakeholder relationships, credible leadership and effective internal challenge help identify risks before they develop into crises.
6. Conclusion
This report has critically examined the integration of ethical principles into organisational decision-making and corporate responsibility. The analysis demonstrates that business ethics is not peripheral to organisational performance but influences governance, stakeholder relationships, employee behaviour, sustainability and long-term trust. Stakeholder theory, utilitarianism, deontology and virtue ethics provide different but complementary perspectives for evaluating corporate conduct.
The Volkswagen emissions scandal demonstrates the consequences that arise when commercial pressures become disconnected from ethical responsibility. Its significance extends beyond regulatory non-compliance because the case reveals weaknesses involving stakeholder accountability, leadership, organisational culture, environmental responsibility and corporate governance. Evidence also indicates that ethical leadership can strengthen ethical climate and sustainable behaviour, whereas unethical leadership and distorted organisational incentives can increase the risk of misconduct.
Responsible business therefore requires more than codes of conduct or CSR statements. Organisations should institutionalise ethical impact assessments, strengthen board oversight, protect employee voice, reform incentive structures and connect CSR commitments with measurable operational behaviour. Ethical decision-making should occur before strategic choices are implemented rather than after misconduct becomes public.
Ultimately, sustainable corporate responsibility depends on aligning what organisations claim, what leaders reward and what employees are expected to do. When ethical reasoning is embedded within governance and strategy, it can protect stakeholder interests while strengthening trust, resilience and long-term organisational legitimacy.
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Option 1: Ethical Decision-Making and Corporate Responsibility

Prepare a critical report analysing how organisations integrate ethical principles into business
decision-making and corporate practices.

Your paper should:

Discuss the relevance of understanding business ethics in modern organisations.
Describe key ethical theories and frameworks applied in organisational decisions, such as
stakeholder theory, utilitarian ethics, deontological ethics and virtue ethics.

« Evaluate the impact of ethical leadership on organisational culture, staff behaviour, and
trust from stakeholders.

 Identify a real-life ethical dilemma for an organisation and assess how the management
acted.

 Propo:

conduct.

actions to enhance decision-making in ethical matters and responsible business





