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Abstract

In the last decade, many global businesses were found to be involved in financial scandals and other unethical practices. In the current competitive global environment, too much emphasis is placed on maximising shareholder value, sometimes to the exclusion of other stakeholders’ interests. Scholars and oversight bodies are concerned about lack of sensitivity and/or deliberate ignorance of ethical issues in global business operations. Consequently, the curriculum for international business education is being refocused on the age old theme of ethics in order to prepare business students for the future role as global managers by imparting necessary knowledge and imparting sensitivity to ethical issues. The paper examined the impact of an undergraduate business ethics paper of an international business programme. Using a survey method, the study examined how much students learn in different areas of business and social ethics and their intention of knowledge usage in their future managerial positions. Findings indicate that students gained understanding of significantly in all areas of examined: knowledge of business ethics, application of business ethics, and influence of ethics on personal matters. Surprisingly, some students indicate preference for unethical decisions in order to exploit business opportunities. This is typical of behaviour of managers involved in fraudulent activities. The implications of these results are discussed in the light of extant literature and contemporary business and social practices.  The paper concludes with a set of recommendations that would be of interest to business, higher education institutions and policy makers. 
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INTRODUCTION

Businesses offer a number of benefits in the form of new products and services, creating jobs, contributing to the exchequer and developing skills. The changing landscape of business through increased competition, globalisation, and sophistication of consumer demand meant that firms have to be dynamic and responsive to stakeholders demand (Bartlet, et al., 2008). Unfortunately, there is undue emphasis on maximising shareholder value and ignoring the interests of other stakeholders. Through unbridled pursuit of profits and shareholder value, top manager of many founds were found to be involved in many business scandals.  Globally, renowned companies such as American Insurance Group (AIG), Enron, Lehman Brothers Parmalat, Satyam Computer Services, Tyco and WorldCom have been linked unethical behaviour. In some cases, investigators found the managers to be involved in outright criminal and fraudulent activities. For example, the top managers of Enron and WorldCom were convicted for fraud. Unethical and socially irresponsible behaviour of managers affects organisational performance adversely and stakeholders of the firm.
In response to these scandals, policy makers in different parts of the world have taken different measures from enacting new laws such as Sarbanes-Oxley Act 2002 to providing normative guiding principles such as OECD governance principles. Sarbanes-Oxley Act requires CEOs to certify that the financial statements prepared by the organisations were true and accurate. Some corporations have evolved an internal code of conduct to guide the actions of their managers about what is “the right thing” to do.  Managers and employees are expected to use these codes when confronted by ethical dilemmas. However, critiques question whether laws, principles and codes are sufficient to prevent such scandals which are linked to unethical behaviour that is inherently linked to human personality.  One could cynically argue that the effect of these new laws and regulations would be as much as homicide laws would have on the number of murders in a country. In fact, some of the firms mentioned above were involved in corporate frauds and scandals after the enactment of Sarbanes-Oxley Act of 2002. 
If legal rules and regulations cannot prevent scandals, what can help in such situations? One suggestion is to educate and train the managers to be ethically sensitive and create a new mental approach that is firmly rooted in ethical principles and guidelines. Many professional bodies such as CPA and other financial professional bodies have incorporated an ethics component into their curriculum. Association to Advance Collegiate Schools of Business (AACSB) suggested that teaching of ethics be given a high priority (Phillips, 2003). Scholars such as Sims and Felton (2006) believe that teaching business ethics are worth the education efforts as they affect student thinking and subsequently their actions in the workplace. Taking this line of view, the authors believe that teaching business ethics early in their career as part of a degree programme would greatly improve the sensitivity of future managers towards ethics and prepare them to make appropriate decisions in the face of business uncertainty and ethical ambiguity. 
In this context, the paper examines the impact of a business ethics course on a group of international undergraduate students of business degree from an Auckland based tertiary institute. The rest of the paper is presented in four sections. Next section reviews the literature and then undertakes description of the business ethics course considered in this study.  Then methodology and findings are discussed. The paper is finally concluded along with a set of recommendations.   

ETHICS AND MORAL DEVELOPMENT
Ethics is a major issue for businesses (Porter & Kramer, 2002; Trevino & Brown, 2005; Ghillyer, 2010).  In the immediate aftermath of Enron, an opinion poll found that 61 percent of adults believe that most of most people on Wall Street would break law if they could make a lot of money and get away with it (Taylor, 2002). Since then things have worsened as more scandals unfolded in different countries. These included some big firms such as Lehman Brothers, AIG, Mehdoff, to name a few. Managers of these firms were either intensely insensitive or deliberately unresponsive to the ethical expectations when faced with business related ethical dilemmas in different areas such as finance, environmental and social spheres.  
In view of the above unsavoury developments, there has been a renewed emphasis on the need for teaching business ethics (Molyneaux, 2004; Krehmeyer, 2007; Freeman, Stewart & Moriarty, 2009).  Scholars (e.g., Geary and Sims, 1994) have suggested that instructions of ethics can improve students’ awareness of ethical issues.  In particular teaching students in the specific functional areas of a business organisation will help in understanding the importance of ethics in those specific areas.   It is here that the issue of ethical and moral development of an individual becomes important as managers have to make decisions on ethical dilemmas based on their level of moral development.  Lawrence Kohlberg (1981, 1984) developed a framework of moral reasoning that has six distinct stages that are classified into three levels of moral development.  Reinstein, Moehrle, and Reynolds-Moehrle (2006) have further elaborated the each stage as shown in Figure 1. 
Figure 1: Framework of moral reasoning

	Level
	Stage
	Social Orientation



	Preconventional
	1
	Obedience and Punishment
Avoid breaking rules backed by punishment; avoidance of punishment

	
	2
	Individualism, instrumentalism, and exchange
Follow rules if they are in own interest; to serve one’s immediate interest

	Conventional
	1
	“Good boy/nice girl”
Living up to what is expected by people; need to be a good person in the eyes of others

	
	2
	Law and order
Fulfilling agreed-to duties and obligations; to keep the social institutions going

	Post-conventional
	1
	Social contract
Upholding non-relative obligations first; obligation to law before social contract

	
	2
	Principled conscience
Follow self-chosen ethical principles; belief in ideal as a rational person.


Source: Kohlberg (1981, 1984) and Reinstein, Moehrle, and Reynolds-Moehrle (2006)
This hierarchical model assumes progress of individuals through different stages of moral development from level 1 (lowest) to level 6 (highest) of moral development.  In the last stage, the individual is fully aware of the ethical issues and ethical reasoning forms the basis of decision making and action. Ideally top managers are expected to maintain the highest level moral development. Unfortunately the recent episodes do not indicate such high level of behaviour on the part of many business leaders. 
BUSINESS ETHICS EDUCATION

In general business courses have placed primary emphasis on the goal of shareholder maximisation. Successful managers are those that bring about increase in shareholder value, reduce cost, increase revenue even if it means short-shifting other stakeholder of the organisation such as employees, customers, community and environment. This approach is no longer considered tenable as there is renewed emphasis on stakeholder model and ethical behaviour of managers. 

Since Enron episode, many universities (e.g., Harvard University) have started offering ethics programmes to practicing managers. But offering ethics education to them may be sometimes too late as they have already made many without adequate guidance from moral and ethical perspective.  So, the universities have not started including ethics paper as part of their graduate programmes. This is consistent with the view that the best way to sensitise potential managers towards ethics and moral development is to ‘catch ‘em young’, and teach them ethics as part of their business education.  Studies were conducted about teaching business ethics (Simmons, Shafer & Snell, 2009; Cox, Friedman & Edwards, 2009, Frank, Ofobike, Gradisher, 2010).  These studies provide support to the notion that students’ attitudes towards ethics can be influenced by teaching interventions. However, there is no unanimity among existing business schools and faculties regarding the content and pedagogy of business ethics course (Sims and Felton, 2006).
The study examines the effect of business ethics course on students of an international business programme. The main objective of the course is to impart knowledge about ethics as applicable in an operational setting. Among the topics covered are: ethical theories, ethical dilemmas in different functional areas, and other issues such as privacy, globalization and evaluation of ethical behaviour. It seeks to sensitise future managers on ethical issues and help them deal with ethical dilemmas. Some of the topics covered as follows:

· Definition of business ethics

· Organisational ethics

· Corporate governance

· Role of government

· Blowing the whistle

· Ethics, technology and privacy

· Ethics and globalisation

These topics are expected to give a broad view of areas to students about where ethical dilemmas are likely to arise and how they could use their ethical and moral judgement to make appropriate managerial decisions.  

Research Questions 

Following the assumptions that teaching business ethics as part of graduate studies will sensitise students about ethics, we posit that the students who complete this course in business ethics will learn the importance of ethics and be prepared for future managerial roles involving ethical dilemmas. Specifically, the study seeks to examine the following research questions:
(i) What is the impact of business ethics paper on business degree students?

(ii) Having studied what is the response of students on ethical issues?

(iii) Are students likely to behave ethically in their future managerial roles?

RESEARCH METHODOLOGY
To assess the impact of this course on students, data is collected through a multiple-time questionnaire.  We developed a draft questionnaire using the literature on business ethics and then integrated it with the specific learning outcomes of the course. We showed the instrument to experienced academic colleagues and some potential respondents and finalized after their feedback was received.  The questionnaire has three major sections: a) knowledge gained in broad ethical aspects, b) understanding of application of ethics in functional areas of business, and c) impact on personal views on ethical dilemmas. In each of these areas, we asked the respondents to indicate their knowledge or attitude before and after they undertook the business ethics course. The items were measured on a five-point Likert scale ranging from 1 ‘very low’ to 5 ‘very high’.  The questionnaire also provides students an opportunity to comment on a few open ended questions. 
The data was collected in Semester 1 2010 from students of Business Ethics of final year degree programme of an Auckland based tertiary institution.  The majority of the students are from overseas and belong to diverse cultures. We administered the questionnaire to students on the last day of their semester but before the final course assessments results were released. This was deliberately done to avoid any bias or influence that the course results may have on the students’ view on their self assessment. In all, a total of 51 usable responses were collected and processed.  The sample size is relatively young with 95 percent of the population in the age group of 20-29 years, and the remaining is also under 35 years of age. It consisted of 70 male students and 30 female students and 70 percent of the respondents had either current or prior work experience, which shows that they understand or can appreciate role of ethical dilemmas in operational situations.  The data was analysed using SPSS and ranked as per the mean scores. Further, difference between before and after scores was also calculated to show the improvements or gains during the course period and ranked accordingly. 
RESULTS AND DISCUSSION
The study sought to examine the impact of studying business ethics course on the participant-students.  Data was collected in three different areas: a) knowledge in business ethics, b) application of business ethics and c) influence on personal ethics.  A preliminary search of results reveal that learning occurred in all three areas examined, though at varying levels. These detailed results on these three aspects are presented below:

Knowledge in business ethics

In this course, students have learnt about application of ethics to different aspects of business. The focus of this course is more on practical aspects of business ethics. The reported level of knowledge in business ethics in different areas are shown in table 1.  After completing the course, students report a high level of knowledge in all the 10 different areas of business ethics. On these 10 areas, the level of knowledge is reported to be above 4 (ranging from 4.49 to 4.04) on a scale of 1 to 5, indicating a very high level of learning.  In comparison, the level of knowledge before they began the course had mean scores of below 3, which is the neutral point on a scale of 1 to 5. This clearly shows that students have made significant gains in their knowledge of business ethics. For instance the mean score of knowledge in stakeholders’ role is 4.5 after the course compared to 2.5 before the course began. 
Table 1: Knowledge in Business Ethics (Mean scores)
	Items 
	After
	Before
	Change 
	Rank

	Stakeholders roles
	4.490
	2.551
	1.939 
	9 

	Corporate social responsibility
	4.429
	2.367
	2.062 
	7 

	Importance of Business Ethics
	4.408
	2.306
	2.102 
	6= 

	Whistle- blowing
	4.396
	1.875
	2.521 
	2

	Ethical dilemmas
	4.347
	2.000
	2.347 
	4

	Ethical theories
	4.327
	1.837
	2.490 
	3

	Ethical reasoning
	4.245
	1.694
	2.551 
	1

	Corporate governance
	4.245
	2.286
	1.959 
	8 

	Application in Functions 
	4.082 
	1.833 
	2.249 
	5 

	Application of ethics theories 
	4.041 
	1.939 
	2.102 
	6= 


We have also compared the amount of gains during this course and found some interesting areas.  The top five areas are: ethical reasoning, whistle blowing, ethical theories, ethical dilemmas, application in functions. These are the areas that students do not normally learn in other management courses. Hence, it is gratifying to see students gain more knowledge in these new areas.  Some comments of students also indicate their learning gains made in this course; they are as given below:
· By studying this course, we learnt a lot about ethics and related issues that we did not know before and/or understand what is right or wrong in some specific area; it is very important for people running a business.
· Gained more business ethics knowledge in many areas; knowing what is right & wrong in doing business, and also the effects of adopting the knowledge.

· It is important to take care of all stakeholders and business ethics helps to live up to the expectations. 
· It is necessary to learn and implement ethics in business. If unethical behaviour is practiced, business organisations and individuals will never be able to grow ... it will affect the society adversely. 

· We are not only animals but human beings. We live in society, and we have to think of others & not ourselves always. 
· It is important not only for businessmen but also for those who work; it is very hard to learn and understand ethics and live ethically ... so it is important to at least know what ethics is. 
· Without learning this course, I think I would have taken some unethical decision rather easily, without thinking about the consequences, but now an ethical dilemma will come up.
The results discussed above along with comments from students clearly indicate that the participants of the course have gained knowledge of business ethics in a meaningful way and to a very high level possible. This indicates that the one of the course objectives of imparting knowledge of business ethics is met.
Application of Business Ethics
We examined the students understanding of how business ethics is critical and how it can be applicable in different operational and functional settings of a business. The results are shown in Table 2. 
Table 2: Understanding of Application of Ethics (means)
	Items 
	After 
	Before 
	Change 
	Rank 

	Advertising 
	4.592 
	3.083 
	1.509 
	3 

	Globalisation 
	4.479 
	2.939 
	1.540 
	4 

	Human Resources 
	4.469 
	3.061 
	1.408 
	6 

	Marketing & Sales 
	4.449 
	2.837 
	1.612 
	2 

	Employee rights 
	4.449 
	3.020 
	1.429 
	5 

	Environmental issues 
	4.396 
	3.063 
	1.333 
	10 

	Finance 
	4.388 
	3.041 
	1.347 
	9 

	Corruption & bribery 
	4.375 
	3.020 
	1.355 
	8 

	Workplace safety 
	4.367 
	3.000 
	1.367 
	7 

	Research & Development 
	4.306 
	2.469 
	1.837 
	1 


As in the case of gaining knowledge in business ethics, students report good understanding of application of business ethics as well. Most of these functional areas were studied in other courses such as management principles, marketing principles etc which is reflected by average mean scores of around 3 (on a scale of 1 to 5). Admittedly, these students gained new appreciation of application of ethics in these functional areas. The average mean scores after they completed their course ranged from 4.3 to 4.6.  

The top three areas in the terms of amount of gains made in this course are in the areas of research and development, marketing and sales, advertising and sales.  Incidentally, these are the very areas that many companies were found to be deficient in their standards of operation and behaviour.  One of the recent cases discussed during the class was that of Toyota’s break problem, which we felt we in a way related to research and design. Scholars are still probing into various dimensions of the matter (Wheatley, 2010). However, this episode has adversely affected the reputation of Toyota.  The first rank in amount of learning gained about application of ethics to research and development, perhaps is influenced by the discussion we had as the related details unfolded during the period.  

Students were also asked to comment on their understanding of the application of ethics. Some of them are given below:
· If I become the ‘head’ in the management of corporate world I would never do those things which affect my company’s good will.
· In future when I work for I will think about ethics from two view points: personally to me and for my business. I will behave ethically all the time.

· Pay more attention to the whistle blowers, they can help businesses get rid of their future troubles.

·  Yes, ethical behaviour is very important for the business and future job.
· Unethical behaviour is wrong; it will damage your business, employees and sometimes damage your customers; we need to regularly study business ethics.

However, not all comments were positive as some students indicate their preference to be different. Their comments are as follows:

· To be realistic, ethical behaviour might not be applied all the time in business as the aim of business is to make profit; when there is a conflict between ethics and profit, I prefer to go for profit. 

· I believe in Karma, therefore I would say not 100% ethically but most likely I will behave ethically, I believe people are not 100% perfect ... sometimes they can make mistakes unknowingly. 

· Because, we are human beings and not machines, we make mistakes.

· I will try my best, but sometimes it depends on the situations... we are going to do wrong things when they are good for us.

· If I am ethical always, I can’t survive in today’s business world where money is valued more than anything else ... so in certain aspects it is good to be unethical.

· There are many conditions when I am restricted to act ethically; I will try to be always behave ethically if situations permit to do so & personally I like to behave ethically but constraints may stop me from doing so. 
The above comments suggest that students have understood the application of business ethics. However, not all students are sure if they would behave ethically. While many students have agree to behave ethically and feel it is necessary to run business ethically, others take a more pragmatic view – they want to be ethical only if it is not disadvantages.  They want to be competitive and run businesses with profit motive.  This is surprising to note that students have such views even after completing the course in business ethics and understanding its implications. Perhaps, other factors are more influencing on their behavioural intentions than mere knowledge gained in the course.  But Bartlett, Ghoshal and Beamish (2008) suggest that firms should move from being exploitive to transformative where they are willing to sacrifice their profits. Such transformative approach needs to be taught to students. As future business leaders, they are not only responsible for their business but for their global society. 
Influence on Personal Ethics
The study also investigated the impact of studying business ethics course on personal ethics. Students were asked about impact of the business course on their ethical attitude towards some personal issues related to their student life. Since most of the students were international in their background, some questions were related to job search, CV preparation etc.  The results are shown in Table 3. 
Consistent with our results discussed afore, there is definitely an improvement in the appreciation of ethics in personal matters.  Even before they took this course, students do have a fair understanding of what is right and wrong at a personal level. That perhaps explains the reason for limited gains, though the level of their appreciation of impact of ethics on personal issues is very high, ranging from 4.57 to 4.29 on scale of 1 to 5. The results are comparable to results in other areas discussed earlier. In terms of ranking of knowledge gained by students in this course, citation/referencing and presenting misleading information topped the list. It is not surprising to note both these aspects are important for their studies in avoiding plagiarism, a major problem for international students. 
Table 3: Impact on personal ethics (Mean scores)
	Items 
	After
	Before
	Change 
	Rank

	Cheating in test or exam
	4.571
	3.918
	0.653 
	6=

	Using fake ID for jobs, etc
	4.531
	3.939
	0.592 
	7

	Manipulate/falsify CV 
	4.429
	3.592
	0.837 
	3

	Ignoring proper citation or referencing
	4.408
	3.163
	1.245 
	1

	Covering up absentee students 
	4.388
	3.592
	0.796 
	4=

	Using  friends previous assignment
	4.367
	3.714
	0.653 
	6=

	Flouting driving license restrictions
	4.367
	3.571
	0.796 
	4=

	Asking a friend to write your assignment
	4.327
	3.653
	0.674 
	5

	Presenting misleading information
	4.286
	3.367
	0.919 
	2

	Getting a fake/falsified medical certificate
	4.245
	3.755
	0.490 
	8


An interesting aspect is that faking a medical certificate has very low mean score and also least amount of improvement in their appreciation.  Though, we did not any follow up questions, anecdotal evidence suggest that many international students look for jobs and go in search of jobs and getting a false medical certificate has a functional value.  Some comments of students throw more light on these aspects:
· Though unintentional, sometimes mistakes are made and they cannot be rectified; as for me, I will definitely abide by ethical principles.

· I will try my level best but it depends on the situations; I am do wrong things when they are good for me.
· I will be ethical unless it creates a hindrance to my career, belonging and family. 

· I will, because ethics is very important; if you lose your ethics, you will lose your friend, or business or more.

· Yes, I will behave ethically but in a few situations, I might change my stand and views if majority is being benefitted by making that decision. 

· I have seen a lot of people doing unethical things to me; I know how much it hurts. 
The above responses suggest this course has a positive impact on their personal matters. However, not all of them are willing to be ethical in their behaviour.  What is redeeming is their willingness to at least try. It can be implied that the course has taught them the standards of behaviour and students are willing to try to meet those standards.  
CONCLUSION
The results of the study indicate a positive learning outcome and it is reasonable to say that the objectives of the course are achieved. Students report significant learning gains from this paper. However, some students are still willing to be on the margins and indicate preference for unethical behaviour in order to exploit business opportunities. This is a big concern for educators and policy makers.  The authors feel that managers and other decision makers holding top management position should be at the highest level of moral development. 

Learning business ethics has become essential to all business students. This has become imperative after the occurrence of financial scandals in the last decade in many countries.  
The leaders in the modern world are required to behave ethically and with integrity.  Coleman, Wilson and Woodlief (2008) refer to the fact that many executives of firms found in the scandals were either not trained in management education and/or ethics education.  So, studying ethics as part of education will have far-reaching impact on future leaders of business. It also helps them to internalise the ethical values and internalise them so that they are part of their thinking and decision making.  Warren Buffet observes that ‘success in business requires three qualities: competence, passion, and integrity and that without the third, the first two do not count’ (cited in Sims and Felton, 2006, p. 300). Another important purpose of business ethics course is to help students identify the core values and to internalize them so that they become part of their thinking. As one student commented, “If ethics are properly taught when one is small, the child will always remember that... Conscience is an important point.”  How to stir the consciousness of the future leaders and strengthen is a challenge for all concerned. One wonders whether a single intervention like this course is adequate for this purpose or should there be a long-term plan to regularly sensitise and reinforce ethical principles to business managers. 
Before closing, some limitations of the research should be noted. First the sample size was relatively small and hence restricts broader generalisations on the effect of an individual course in business ethics. Second, the study investigates the effect of business ethics course only in a single academic institution. Third, the data collected is only perceptions of students. How they would behaviour in a real business situation is not examined. Future study should consider the above limitations revise the sample design accordingly. 
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