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1.	  INTRODUCTION 

The past decade has seen numerous corporate scandals such as sweatshop sourcing, unsafe 
products, environmental pollution and accounting frauds, which have sensitized the public to 
corporate ethics. Corporate stakeholders have been found to use corporate ethics as a criterion for 
judging companies (Lewis 2003). As a response, many companies have implemented ethics 
programs and have begun to communicate their ethical stance to their audiences. Empirical 
research has shown that expenses for social responsibility have become the third largest budget item 
of corporate communication departments in large companies (Hutton et al. 2001). These efforts at 
establishing an ethical reputation may prevent customer churn and labour turnover, attract new 
customers and high-calibre job candidates, or enable companies to charge premium prices solely on 
the basis of their first-class reputations (Fombrun 1996). 

Corporate reputation is based on a company's actions as well as the communication about 
them (Keller 1998). Companies communicate intentionally or unintentionally by everything they do 
or do not do, say or do not say. This is also known as the first pragmatic communication axiom: 
"One cannot not communicate" (Watzlawick, Beavin and Jackson 1967: 48). If, for example, a 
company does not release any statements in times of crisis, its audiences may perceive this as 
inconsistent with the image the company intends to project as part of its corporate advertising 
campaign. Similarly, if companies do not take a stance on social issues like minority hiring, 
community involvement or environmental protection, the public may assume that the company 
does not deem these issues important. It is thus imperative that companies seize every opportunity 
for public expression to convey messages consistent with the image they seek to project. However, 
too much communication may be counterproductive, as companies that set themselves up as 
models are more likely to be attacked by the media or advocacy groups and accused of using ethics 
for marketing purposes (Tixier 2003). Companies priding themselves on their ethics initiatives may 
be perceived as engaging in self-serving PR exercises and their ethics policies and ethics programs 
could easily be exposed as mere window-dressing, if the media discovers that corporate words do 
not match deeds. In addition, the advent of the Internet has empowered corporate audiences, who 
now demand more transparency and accountability from companies (O'Connor 2001).  

The only way to escape this dilemma seems to be the interplay of subtle, integrated 
communication and a corporate ethical culture that fosters ethical behaviour. Only if ethics 



 

permeates the whole organization can communication about corporate ethics be successful. This 
paper discusses the fundamental elements in this communication process from a company's point of 
view and looks at the opportunities and perils of communicating corporate ethics. 
 
 
 
2.	  ANALYTICAL	  FRAMEWORK	  

The Lasswell Formula (1960) "Who says what to whom in which channel and with what 
effect?" was chosen as the framework for the analysis, since it places the sender at the heart of the 
communication process, focusing on the choices companies are required to make when they 
communicate their ethical stance to their audiences. This formula provides a logical structure to our 
analysis, breaking down the communication process into five elements: Who, i.e. the communicator, 
is the company represented by spokespersons, board members, the public relations department or 
the marketing department. What refers to the content of the communication. Here, the company 
has to select appropriate ethical issues and communicate them credibly to its audiences. To Whom 
denotes the target group. In this paper, we focus on communicating corporate ethics to consumers 
only. The channel then relates to the media chosen for the ethical discourse. Media choice needs to 
be aligned with decisions regarding the hierarchical level of the content. What effect, finally, draws 
attention to the communication goals. Ethics communication is intended to change or reinforce 
public perceptions of a company. Ideally, an ethical company will also be perceived as such and 
ethics will become a facet of corporate reputation. 
 
 
 
3.	  BUILDING	  BLOCKS	  FOR	  ETHICS-‐RELATED	  COMMUNICATION	  
3.1	  Who	  

Companies which talk about corporate ethics can be classified into proactive and reactive 
companies. Proactive companies seek to position themselves as ethical companies and attempt to 
add value to their brands. On the one hand, these companies include ethical flagships such as the 
Body Shop and US ice cream manufacturer Ben & Jerry's Homemade. On the other hand, the 
proactive group also includes companies that have been stimulated to improve their ethical 
standards after scandals have broken in their industries. These proactive companies then seek to 
prevent such misconduct by implementing more stringent policies in their organizations. Reactive 
companies, in turn, engage in ethics communication as part of an image repair campaign after an 
ethical scandal has hit the company. Cases in point are apparel manufacturers Nike, Gap, Reebok or 
Levi Strauss, which were attacked for sourcing from overseas sweatshops in the 1990s and have 
made labour standards a central issue of corporate communication. Another case in point is Shell, 
whose image was severely tarnished after its controversial activities in Nigeria (O'Sullivan 1995) and 
the Brent Spar fiasco (The Economist 1995) in the mid-1990s. In the 21st century, ethical scandals 
are not just about labour standards, human rights, and pollution anymore. More recent examples of 
corporate misconduct include accounting scandals caused by hidden liabilities and forged accounts 
(Lammers 2003). Examples include the collapses of Enron and WorldCom, which have turned the 
spotlight on corporate governance. 

Whether or not ethical positioning and image repair campaigns are successful depends, to a 
large extent, on the company's credibility. It has been argued that the corporate image as a reflection 
of audience perceptions functions as a source credibility filter (Howard 1998). However, messages 
from the business community are always met with distrust. A recent survey by MORI in the United 



 

Kingdom has revealed that those people considered most likely not to tell the truth are (1) 
journalists, (2) politicians, and (3) business leaders (Lewis 2003). These perceptions may stem from 
a variety of factors. Higgins (1996), for example, views a company's past performance, the credibility 
of its top management, and the way it communicates with its key stakeholders as factors conducive 
to credibility. Similarly, Keller (2000) explains corporate credibility as a combination of corporate 
expertise, corporate trustworthiness, and corporate likeability. Thus, companies adopting “lily-white 
ethics” in response to an ethical scandal will face more problems in overcoming the credibility 
hurdle than companies with a neutral ethics record seeking to position themselves as ethical 
companies. However, for a company that is basically perceived as credible, a timely and honest 
response to an ethical lapse can have an important positive image effect which may even over-
compensate the negative effects of the original fault.  
 
 
3.2	  What	  –	  Issue	  Selection	  

Communicating corporate ethics means communicating abstract, intangible characteristics 
of an organization. An important prerequisite to the success of ethics communication is people's 
willingness to accept these intangible characteristics as a fact. Ethics communication should thus 
include examples and concrete events people can relate to (Spickett-Jones et al. 2003). In addition to 
this general prerequisite for image enhancement, three additional considerations concerning the 
content of the message seem to be important—attitude relevance, consumer orientation, and 
uniqueness. 
 
 
Attitude	  Relevance	  and	  Hygiene	  Characteristics	  of	  Themes	  

In establishing an inventory of relevant ethical image characteristics one should pay 
attention to whether one is dealing with "self-evident", indifferent characteristics, which Herzberg 
(1966) describes as hygiene characteristics, or characteristics that are relevant for attitude building. 
Using ethical behaviour to avoid problems can be characterized as complying with hygiene 
characteristics. Conversely, ethical behaviour used for image building and positioning requires 
proactive ethical involvement. Thus, a distinction should be drawn between image-enhancing and 
image-neutral ethical characteristics.  

Image-neutral characteristics have to be fulfilled in order to avoid negative public 
perceptions. The avoidance of ethical misconduct is an obvious task of every management team and 
does therefore not help in projecting an ethical image. Most of the issues addressed in the literature 
on unethical corporate behaviour are concerned with the violation of hygiene characteristics. 
However, avoiding image-damaging misconduct such as bribery, deceptive packaging and price 
fixing is taken for granted by consumers and is thus ineffectual for image communication.  

In contrast, certain non-self-evident behavioural patterns, such as "refusal to produce 
military weapons" and "boycott of suppliers from certain countries" can be employed in creating an 
ethical corporate image. However, taking such strong stances on certain issues may pose problems 
in the future. If the company disregards such ethical commitments in financially bad years, it clearly 
makes the company appear hypocritical. A case in point is Levi Strauss & Co, which withdrew its 
production from China in 1993 on grounds of pervasive human rights violations but re-entered the 
Chinese market in 1998 although, according to Amnesty International, the human-rights situation 
had not improved at all. Given that Levi Strauss & Co. experienced its first sales drop ever in 1997 
and was faced with a slipping market share in the United States, it simply had to turn elsewhere for 
business. The company's re-entry into China suggested that Levi Strauss & Co.'s management had to 



 

find ways to overcome the squeeze in the US and thus did not want to forgo the opportunities the 
huge Chinese market provided (Miller 1993; Goll and Zuckermann 1993; Landler 1998). 
 
 
Consumer	  Orientation	  

Companies suggesting that their ethical performance is exceptional in all aspects of their 
dealings are hardly perceived as credible. Therefore, the focus should be on selected ethical issues 
which make the company stand out from competitors. An important step in the design of an ethics-
based communication campaign is the identification of ethical issues which are perceived and 
valued as ethically positive by consumers. The search for relevant ethical issues is thus identical to 
the search for ethical categories used by consumers to judge companies. Another important 
consideration is that consumers are likely to be more interested in ethical issues that concern 
themselves (e.g. product safety) than issues that are in the sphere of the company only (e.g. gift 
giving). Therefore, ethics communication is more effective with consumers if it focuses on issues in 
the sphere of consumers. Although not exclusively concerned with perceptions and judgments of 
consumers, empirical research provides a first understanding of what various stakeholders might 
perceive as ethical and relevant in the formation of their attitudes towards a company.  

Broadly, ethical concerns can be classified into three main areas: business practices, 
environmental concerns, and employee treatment (Gildea 1994), as shown in Table 1. Especially the 
issues of philanthropy and community involvement seem to have noteworthy implications for 
ethics-related communication, as this manifestation of ethical behaviour is most visible to 
consumers. Although corporate philanthropy has become de rigueur for large companies and is thus 
unlikely to help establish an ethical image, it should still be communicated but without any smack of 
self-congratulations. This could, for example, be achieved by engaging in cause-related marketing, 
which links donations to sales and communicates the company's philanthropic efforts to consumers 
in a more subtle way. At the same time, it makes consumers feel good about their purchases 
provided that the cause is personally relevant to them (Broderick, Jogi and Garry 2003). 

 
 

Business Practices Product safety 
Deceptive advertising 
Law abiding 
Handling of customer complaints 
Philanthropy and community involvement 
Past illegal/unethical behaviour 

Environmental Concerns Pollution abatement 
Use of recycled materials in products 
"Environmentally friendly" packaging  
Waste reduction within the company 

Employee treatment Occupational health and safety 
Discrimination 
Diversity in the workplace 
Sexual harassment 
Medical benefits for employees 
Layoffs 

 
Table 1: Ethical Concerns of Consumers 

(Adapted from Gildea 1994; Hansen, Luebke and Schoenheit 1993) 
 



 

Although it does not concern consumers personally, the way a company treats its employees 
is apparently a criterion that consumers use in judging a company's ethical performance. This may 
simply be explained by the sympathy humans have for others. When communicating issues such as 
sexual harassment, diversity, or workplace safety, it would not be convincing to merely 
communicate the company's policies (e.g. codes of conduct), but the company also needs to 
communicate measures it has taken (e.g. ethics officers) and the disciplining measures it will take 
against violators. In case of mass layoffs, companies should communicate how they intend to deal 
with the people laid off, for example whether they provide placement assistance. 

If a company has a poor ethical record, for example because of an ethical scandal it has been 
involved in, it may still be perceived as socially responsible, if it assumes responsibility for its past 
actions and points to mechanisms that prevent such practices in the future (Frankental 2001). An 
example of a company stepping forward to take full responsibility for its mistakes is TotalFina Elf. In 
1999, an oil tanker chartered by the French oil giant sank off the Brittany coast and the oil it released 
devastated France's western coast. Rather than keeping quiet about the disaster, the company tackles 
the issue in its Corporate Social Responsibility Report (Total 2004). A case in point of a company 
which failed to admit its mistakes is Marks & Spencer. When the company was charged with 
sourcing from Moroccan sweatshops in 1998, the company chose to bring a libel case against the 
accusant rather than clean up its act. Although it was proved that Marks & Spencer had in fact used 
child labour, it could not be proved that the company had known about it and so the company won 
the case on this technicality and was even awarded damages (O'Mahony 1998). Clearly, the choice 
between accepting responsibility by taking corrective action and evading responsibility by pleading 
lack of control should be determined by the nature of the incident and the severity of its 
consequences (Benoit 1995). 
 
 
Perceived	  Uniqueness	  and	  Wearing	  Out	  Effect	  

Companies should focus on issues that differentiate themselves from their competitors and 
are perceived as unique. The goal is to "surprise" through ethical behaviour that is different from 
that of competitors. A proactive communication strategy is most likely based on individual factors 
which have not yet become hygiene characteristics. Thus, selecting the content of ethics 
communication is a tightrope walk between obvious ethical behaviour that does not have any 
communication value and would be trivial to point out and extraordinary ethical behaviour, which 
raises the firm's credibility above the competition.  

In this context, there are two dangers inherent in focusing on topics that are relatively 
widespread. First, the lifecycle of such topics is likely to be advanced and the competition may 
already dominate these issues, which goes against the goal of being unique. Second, there is a strong 
chance that such topics will lose importance in the future. For example, topics like deceptive 
advertising, the peace movement and apartheid were highly important in the 1980s. However, they 
hardly play a role today. Ethical image enhancement has to be oriented towards the future. Current 
events and the "societal agenda" will inevitably lead to the emergence of new topics with ethical 
relevance. 
 
 
Strategic	  Choices	  

The characteristics of ethics-related communication are not limited to one dimension 
(ethical — unethical) but tend to be multidimensional. Hence, they can be deconstructed into 
specific evaluation characteristics, such as fairness or social responsibility. Such deconstruction can 



 

provide a platform for establishing ethical positioning strategies (see Table 2). The selection of a 
hierarchy level on which ethics communication will take place represents an important strategic 
choice, as the burden of proof and credibility might differ at the various hierarchical levels. Also, 
specific ethical behaviour or claims at lower hierarchy levels will be integrated into psychological 
impressions on the next higher level. Due to this "psychological arithmetic", mixing characteristics 
from different levels in the hierarchy in ethics communication should be avoided. Thus, one has to 
pay attention to the way consumers combine different image characteristics. The well established 
"psychological arithmetic" based on compensatory (simple additive, weighted additive) and non-
compensatory (lexicographic, conjunctive, disjunctive) decision rules (Aschenbrenner 1977; 
Bettman 1979; Trommsdorff 1989) provide a suitable analytical framework. 
 
 

Level of Hierarchy Characteristic Item examples 
1 Overall ethical 

evaluation 
one Degree of ethical performance 

2 Global ethical 
facets 

some Business practices Environmental behaviour 

3 Differentiated 
ethical issues 

some per issue Price 
discrimination 

Deceptive 
advertising 

Screening 
suppliers 

"Green 
packaging" 

4 Individual, 
ethically relevant 
behaviour 

many 
possibilities 

⏐  ⏐  ⏐  ⏐  ⏐  
contracts 

⏐  ⏐  ⏐  ⏐  ⏐  
campaigns 

⏐  ⏐  ⏐  ⏐  ⏐  
parts 

⏐  ⏐  ⏐  ⏐  ⏐  
articles 

 
Table 2: Deconstructing Ethical Evaluation Criteria 

 
 
 
3.3	  To	  Whom	  

First and foremost, a company needs to understand how important an ethical corporate 
reputation is to its target audiences. Retailers, in particular, need to be sure how important this 
perception is to consumer decisions (Broderick, Jogi and Garry 2003). However, consumer attitudes 
and expectations clearly differ across cultures and continents, which poses serious challenges to 
global enterprises. Consumers in Europe, for example, have been found to be significantly more 
likely to buy from socially responsible companies than consumers in the United States. Further, 
European consumers regard legal compliance and ethical conduct as the most important 
responsibilities of companies, while U.S. consumers perceive sound economic performance as the 
most important corporate responsibility (Maignan 2001). But even within one continent, people do 
not necessarily share the same moral values. For example, differences in ethical perceptions and 
attitudes have been found between Northern and Southern European countries (cf. Polonsky et al. 
2001; Jeurissen and van Luijk 1998). 

Consumer values not only differ across cultures but also change over time. This has been 
especially evident in the shift towards increasing environmental awareness, as well as changing 
work, social and political values in the 1980s (Plummer 1989). These value shifts have also resulted 
in a heightened importance of ethical values in the American and European value structures. More 
recently, a survey conducted by MORI in the UK shows that the percentage of consumers who say 
that corporate social responsibility (CSR) is a factor when they make purchasing decisions doubled 
from 1998 to 2002, suggesting that consumer mindsets are shifting towards a stronger concern for 
corporate ethics (Lewis 2003).  



 

An attempt to mould a positive corporate image with unusual ethical characteristics can 
only succeed in target groups which consider this behaviour to be ethically positive and whose value 
system favours such behaviour. For example, people with strong socialist values are likely to view a 
price discount for the unemployed as a positive ethical measure. In identifying such target groups, 
value and lifestyle research becomes important. For politically or socially oriented ethical topics, 
which have not yet become hygiene characteristics, people with corresponding values or lifestyles 
usually only represent sub-sets of all consumers. Typically, the small size of these target groups 
limits the suitability of such topics for ethics communication to consumers in a broad mass market. 
Thus, topics suitable for corporate ethics communication have to be perceived as interesting and 
relevant by a sufficiently large target group. Such topics include, for example, environmental 
protection and community involvement. 
 
 
 
3.4	  The	  Channel	  

Possible vehicles for communicating corporate ethics include corporate advertising, media 
coverage, corporate reports and corporate Web sites.  
 
Corporate	  Advertising	  

Corporate advertising can take the form of issues advertising, with the company taking a 
stance on a specific social issue, or image advertising, which seeks to enhance the company image in 
general (Sethi 1977). Since advertising faces low credibility, corporate advertising may prove 
ineffective for conveying messages on corporate ethics. What is more, if the topic of the ad is 
incompatible with the company's core business, advertising is even less credible and may make the 
company appear hypocritical. Environmental advertising by oil companies, for example, is unlikely 
to result in attitude changes among consumers, since such messages inevitably give rise to cynicism, 
achieving the opposite of what they were intended for (Tixier 2003). This challenge 
notwithstanding, Chevron ran environmental ads in Wall Street Journal in 2000 to emphasize its 
social and environmental stewardship.  
 
 
Media	  Coverage	  

Media reports are attributed higher credibility and face less scepticism than messages 
generated by companies, since they benefit from third-party credibility (Goodman 1998). This 
credibility can be put down to the fact that the media are notoriously suspicious and sometimes even 
hostile toward business, which makes favourable news reports even more effective in terms of image 
enhancement (Sethi 1977). However, the media find negative information typically more 
newsworthy than positive information (Bromley 1993), which is why they are more likely to cover 
corporate ethical misconduct than outstanding ethical performance. But it can be argued that there 
is no such thing as bad publicity, given that unfavourable media reports could provide companies 
with the opportunity to reverse the picture painted in the media through explanations of and 
justifications for their behaviour.  
 
 
 
 



 

Corporate	  Web	  Sites	  
The multimedia capabilities of the Internet provide a clear advantage of company Web sites 

over printed reports. Companies can, for example, enter into a direct dialogue with their audience 
by inviting questions and feedback on their Web sites (e.g. TellShell at www.shell.com). As a pull 
medium, the World Wide Web constantly forces users to make choices on what to see next. Users 
have to determine the sequence of content themselves, which entails that they do not view sections 
that do not seem interesting to them. Thus, with users requesting content, they must be compelled 
to look at the ethics pages of a company Web site. If users lack this willingness, ethics-related Web 
communication is not effective. It would thus be advisable to present ethics-related material on the 
front page of the Web site. 

A comparison of company Web sites in France, the Netherlands, the U.K., and the U.S. has 
revealed that Anglo-Saxon companies pay more attention to social responsibility issues than 
companies in France and the Netherlands (Maignan and Ralston 2002). Esrock and Leichty's (1998) 
quantitative study on CSR communication on Fortune 500 Web sites revealed that half of the sites 
they examined addressed social responsibility issues, including items on community involvement, 
environmental concerns, or education. By 2000 this portion had grown to 80%. However, only half 
of those had their CSR material on the front page of their web site (Esrock and Leichty 2000).  
 
 
Corporate	  Reports	  

The most important corporate report is clearly the annual report. Essentially, annual reports 
serve a dual purpose. For one, they provide information about a company's financial performance 
and business activities, but at the same time, they convey its attitudes towards its own activities and 
present the company in as positive a light as possible. The major strength of annual reports in image 
communication is that the accuracy of the financial data included in the annual reports has been 
certified by third parties, which adds credibility to the promotional sections of annual reports 
(David 2001). 

While in the past annual reports typically contained sections on corporate social 
performance, companies now increasingly issue separate social, environmental or ethical reports. 
Voluntary reporting of corporations is used both as a response to public pressure and as a proactive 
attempt to shape perceptions and enhance the corporate image (Hooghiemstra 2000). Since readers 
have to request these publications or locate them on the corporate Web site, readership is likely to 
be very small. With more and more companies issuing environmental and social reports, their 
effectiveness for image communication is reduced. Also, this attempt at transparency does not 
necessarily mean that a company lives up to its commitments. Therefore, third parties should be 
involved to add credibility to these disclosures by certifying their accuracy and truthfulness. Also, 
standards should be developed for environmental reporting to become as credible as financial 
reporting (Dando and Swift 2003). A case in point of such standards for social, ethical and 
environmental reporting is the AA1000 Assurance Standard (Institute of Social and Ethical 
AccountAbility 2004). Once reporting methodologies have become more standardized, e.g. when the 
AA1000 standards are more widely implemented, environmental reports will demonstrate a 
company's commitment to disclosure and its willingness to accept responsibility for the impact of its 
activities on society (Frankental 2001).  

Comparing the suitability of the four communication vehicles for ethics related topics, one 
could argue that the push medium (viz. advertising) would seem a better choice than pull media, 
since companies try to tell consumers something they are not necessarily interested in when they 
communicate their ethical stance. However, the shortcomings of corporate advertising, i.e. its 
limited information capacity and its low credibility, do not always make it superior to other media. 



 

The WWW, in comparison, is unparalleled in terms of reach and capacity, but its pull characteristic 
is a major drawback. The ability to use images that appeal to emotions is an important factor in 
image communication, since attitude change and image formation may occur via the so-called 
peripheral route (cf. Petty and Cacioppo 1981). Control over content may be a great advantage, yet 
firm-generated sources are typically less credible than coverage of corporate events in the news 
media. Since source credibility has been found to have a powerful effect on the persuasiveness of a 
message (Ruth and York 2004), lack of control over content is not necessarily a disadvantage of 
media coverage, provided that it is favourable. Taken collectively, none of the communication media 
is superior to all others. Therefore, a strategically determined media mix appears necessary to 
effectively communicate corporate ethics. This mix first and foremost depends on the context in 
which corporate ethics is communicated and the goals to be achieved with it, i.e. whether it is a 
reactive or a proactive measure. Ideally, the individual vehicles complement each other and 
compensate each other's disadvantages in a way that the sum is more than its parts (Keller 2001). 
 
 
 
3.5	  The	  Outcome	  –	  Attitude	  Change	  or	  Public	  Cynicism?	  

Three critical success factors in ethics communication appear to be the credibility of the 
communicator, the honesty and truthfulness of its assertions, and the audience's involvement with 
the issues communicated. 
 
Source	  Credibility	  

In general, the target audience of a message first assesses whether the communicator is a 
trustworthy source before it is willing to accept its content (Percy and Rossiter 1980). Source 
credibility is thus critical in image communication, given that low-credibility sources are far less 
likely to change their audiences' attitudes than high-credibility sources (Heath and Bryant 1992). In 
view of people's mistrust of business and the cynicism about corporate ethics, companies need to 
make their claims more credible and convincing by using persuasive appeals. The Aristotelian 
persuasive appeals include appeal to emotions, appeal to source credibility and appeal to reason 
(Cragan and Shields 1998).  

Appeals to emotions come primarily in the form of images accompanying text in visual 
media. Companies may appeal to source credibility by affiliating themselves with groups that are 
positively viewed by the target audience (Heath and Bryant 1992) (e.g. the Ethics Officer Association) 
or industry initiatives (e.g. Business in the Community). Appeals to reason provide rational evidence 
for the company's assertions, thereby suggesting that the claims are verifiable and true. Companies 
could make use of the following pieces of evidence to add credibility to their claims: (1) reports of 
independent ethics audits conducted by NGOs or academics, (2) high ranks achieved in company 
rankings on ethical or social affairs, (3) ethics awards received from ethics organizations or 
government agencies, (4) numerical evidence of contributions to charities, or (5) news coverage of 
the company's ethical affairs (Pollach 2003). Obtaining certificates issued by NGOs in a related field 
may also help companies to bolster their claims and enhance their credibility (Crane 2001). The 
German-Indian NGO Rugmark, for example, has developed a certification scheme for rugs and 
awards seals to rugs produced under fair labour conditions and without the use of child labour 
(Rugmark 2004). Companies participating in this seal program may be able to convince their 
audiences of their sound ethics (McDonagh 2002). British food giant Cadbury Schweppes, for 
example, also lists all CSR-oriented stock indexes the company has been included in, e.g. the 
FTSE4Good, the Dow Jones Sustainability World Index, and the 2003 Dow Jones Sustainability 
STOXX Index (Cadbury Schweppes 2004). 



 

Honesty	  
The honest presentation of facts is equally important – even at the expense of image 

enhancement effects (Seeger 1997). For example, it may be perceived as hypocritical when 
companies spend more on advertising their philanthropic efforts than on the philanthropy itself. In 
2001, Philip Morris, for example, was accused of spending 108 million dollars on marketing its 
philanthropic efforts to charitable organizations, although it had only donated 60 million dollars to 
these charities (Stoll 2002). Similarly, companies are perceived as hypocritical when they fault on 
ethical issues they have prided themselves on. Even if the effect of neutral ethical topics, for example 
the avoidance of mistakes, on the corporate image is minuscule, the "damage potential" of such 
topics can be relatively high. This type of image disaster can be understood as a boomerang effect, 
which can be explained by unfulfilled expectations or malicious joy. Nike, for example, has been 
faced with criticism for poor labour conditions in its subcontracted factories since the early 1990s. It 
responded eventually by conducting independent audits to demonstrate its willingness to accept 
responsibility for the working conditions at its subcontracted facilities and its commitment to 
improving working conditions there. However, in 1997, CorpWatch, a San-Francisco-based human-
rights group, provided evidence to the media that the rosy picture drawn in Nike's audit report of a 
Vietnam factory did not correspond to reality at all and that working conditions were dismal at this 
factory (Bernstein 1997; CorpWatch 2002). The ensuing PR disaster seriously hurt Nike's credibility 
and only encouraged Nike's critics in their negative perception of the company. Nike's half-hearted 
efforts to improve working conditions made the company worse off and it has struggled to restore 
its credibility ever since.  
 
 
Audience	  Involvement	  

The effectiveness of the communication also depends strongly on the target group's 
involvement with the issue. High-involvement audiences process more information on the subject 
than low-involvement audiences and are thus more knowledgeable, which again arouses more 
interest in the subject matter on their part (Antonides and van Raaij 1998). Also, highly involved 
audiences actively seek information on the subject matter and are not very susceptible to 
propagandistic material due to their prior knowledge. Thus, attitude changes are difficult to achieve 
under high involvement, but the resulting impact on high-involvement groups is lasting. Attitude 
changes are equally difficult to achieve under low involvement, as these audiences are simply not 
emotionally involved with the topic.  

As for ethical image communication, one cannot safely say whether high-involvement 
audiences or low-involvement audiences are more desirable. At first glance, it appears that a high-
involvement strategy should be used for ethical image communication, since it is likely that the 
appropriate topics will correspond to personal values and therefore require the attention of the 
target market. It stands to reason that high involvement is only desirable if the company has not 
done any wrong. Companies that have much to hide had better keep a low profile until they have 
cleaned up their acts. If their misconduct evolves into a public scandal, audience involvement will 
rise, yet at the same time corporate messages will become less credible and attitude changes less 
likely, as people tend to reject messages that oppose their own attitudes and beliefs (Sherif and 
Hovland 1965; Festinger 1966). However, it may be possible that incidents with high public visibility 
cross the attention and involvement threshold of the target market and open up an opportunity for 
ethical image communication by demonstrating that the company is able to accept responsibility. 
Still, one should not rule out the possibility of using a low-involvement strategy by using the 
peripheral route (cf. Petty and Cacioppo 1981), the impact of which may last longer. 
 



 

4.	  MANAGERIAL	  IMPLICATIONS	  
Corporate communication can be seen as the link between a company's identity, i.e. the 

inner reality a company attempts to project to the outside, and its image, which is how a company is 
perceived by its constituents (Gray and Balmer 1998). Corporate identity was long considered 
synonymous with corporate symbols and logos and has been seen in a broader context for a little 
over a decade only (Baker and Balmer 1997). Every company has an identity even without conscious 
choice, yet the form which this identity takes is the result of managerial action (Bernstein 1984). 
Since each employee perceives a company differently, it may be more appropriate to speak of 
identities rather than identity (Balmer and Wilson 1998). Similarly, external stakeholders such as 
consumers, investors, suppliers, community members, and special interest groups maintain 
different company images. Their perceptions of the company are shaped by their goals, 
expectations, and the functional relationships they have with the company (Dowling 2001). The 
problem of multiple images is exacerbated by the fact that people may belong to more than one 
stakeholder group, possibly even to both internal and external stakeholder groups (Balmer 1998). 
The points of contact between the company and its various stakeholder groups form the "image 
interface", which shapes their perceptions of the company (Abratt 1989). 

As the company staff interact with different external stakeholder groups, their behaviour is 
critical to the success of ethics communication. Employees and organizational culture have in fact 
been found to be a barrier to projecting an ethical image (Crane 1997). Ethics communication will 
fail if employees' messages are not consistent or if employee behaviour does not match the messages 
the company sends out to external stakeholders via other communication channels (de Chernatony 
1999). Conversely, employee identification with and commitment to the company may rise, if 
employees feel that the company's behaviour and its policies match the ethical stance it 
communicates to its external audiences (Maignan and Ferrell 2001).  

When talking about aligning corporate identity and corporate image, one has to bear in 
mind that corporate identity is a multifaceted, complex concept (Balmer 1998). It has been 
suggested looking at it as five different identities, including the actual, the communicated, the 
conceived, the ideal, and the desired identity (Balmer and Soenen 1999; Balmer and Greyser 2002). 
Image problems will emerge, if these five identities are seriously out of balance, for example if it 
comes to light that the company does not live up to its claims or if the company is not aware that its 
actual identity does not correspond to its desired identity. In the long run, communication about 
corporate ethics is only believable if this five-party relationship is in balance. To this end, an 
essential task of ethics communication is to bring actual behaviour in line with perceived behaviour. 
If either corporate behaviour is not ethical or public perceptions of the company are negative, ethics 
communication is unlikely to be successful. A juxtaposition of target group perceptions and actual 
corporate behaviour produces the four scenarios shown in Table 3. 

 
 

Public perception of 
the company 

Actual corporate behaviour 

Truly ethical Not especially ethical 

Positive Ethics communication is successful 
and enhances the corporate image. 

Ethics communication enhances 
the corporate image in the short 
term but not lastingly. 

Negative Ethics communication is not credible. Ethics communication is 
ineffectual  

 
Table 3: Ethics Communication Scenarios 

 



 

Thus, it is crucial to continuously assess the actual identity before it is communicated or 
before a desired identity is created (cf. Van Riel and Balmer 1997 on methods for assessing actual 
and desired identities). The desired image is the starting point of ethics communication, as it 
determines the extent to which the actual behaviour needs to be adjusted to achieve the desired 
image. This assessment of the state of corporate ethics should also include a realistic assessment of 
what an organization can actually achieve with its given set of skills and resources. Actual behaviour 
thus determines the range of possible assertions about corporate ethics. If there is nothing unique or 
outstanding about the company's ethical affairs, ethics communication may as well be abandoned. 
If, however, the company is able to identify an issue of interest to its target audience, this issue 
should be communicated to them and will, ideally, change public perceptions of the company.  

Ethics communication, like all other forms of corporate communication, should be 
strategically planned rather than occur ad hoc in response to an image crisis (Kitchen and Schultz 
2001; van Riel 1995). Therefore, companies should continually monitor not only their own 
behaviour, but also their communication choices and public perceptions. Inconsistencies between 
behaviour and perceptions can be put down primarily to ineffective communication (behaviour 
more positive than perceptions) or too much communication (perceptions more positive than 
behaviour). In the first case, the company may have made wrong choices regarding media, target 
group, or content. Or, its credibility — the link between behaviour and public confidence (Greyser 
1999) — may be low. Credibility could be improved by demonstrating the soundness and sincerity 
of the company's ethics efforts repeatedly over a longer period of time. If public perceptions are 
better than corporate behaviour, ethics communication has been more successful than anticipated 
and has unduly raised public's expectations of corporate behaviour. The company has managed to 
establish a façade, which is hardly sustainable in the longer term and thus calls for either adjusting 
behaviour to fulfil society's elevated expectations or reducing the intensity of communication efforts.  

To avoid such inconsistencies between performance and perceptions, the ideal relationship 
between behaviour, communication, and perceptions should be a continuous, upward moving cycle 
rather than a static equation, as is illustrated in Figure 1. Communicating corporate ethics should be 
an iterative, inside-out process, in which companies adjust their messages as they change their 
behaviour. The cycle stops when the company' public image matches its desired image after a certain 
number of cycles. In reality, however, the media has more clout in shaping public opinions on the 
business community than companies themselves. Therefore, there will always be at least a slight 
imbalance that calls for adjusting corporate behaviour, corporate communication or public 
perceptions. 

Most importantly, this cycle has to be seen as a one-way sequence of activities. Companies 
which have decided to take a stance on ethics must be aware that they cannot take back ethical 
commitments or ethical standards they have prided themselves on. Once communication about 
corporate ethics has achieved the desired effect, consumers will expect companies to maintain this 
level of ethical behaviour. Therefore, it may be advisable to take small, manageable steps at a time 
and pass through the cycle as often as possible to assess actual against perceived behaviour. This 
could reduce the risk of either failing to capitalize on the company's ethical achievements by not 
communicating them effectively or failing to deliver on ethical commitments. Since the latter risk 
rises sharply with every cycle completed, companies should halt the cycle as soon as they realize that 
they are unable or unwilling to improve their ethical performance any further. Only those 
companies who have a highly ethical corporate culture and the necessary resources to pass through 
the cycle numerous times may ultimately position themselves as ethical companies.  
 



 

 
 

 
Figure 1: A Framework for Communicating Corporate Ethics 

 
 
 
But setting a company up as an ethical model is clearly more perilous than merely taking a 

stance on ethical issues or highlighting certain aspects of ethical corporate conduct. Ethical 
positioning not only requires the company to maintain a superior ethical record in all areas and at 
all levels but also attracts closer attention from the media and public interest groups alike. 
Therefore, companies are well advised to realistically assess their attainable level of ethical conduct 
and to put a halt to the ethics communication cycle in time. Elevated consumer expectations can 
cause credibility problems, particularly because companies that present themselves as ethical are 
expected to act positively with regard to the entire range of ethical behaviour possibilities. Thus, it 
may not be enough to be active in one area, for example environmental protection, as consumers 
will expect the company to set high standards in other areas as well. Expectations might range from 
withdrawals from countries with human-rights abuses to minority hiring. Consequently, companies 
are well advised to consider carefully whether they can meet the heightened expectations raised 
through the pursuit of ethical positioning strategies.  
 
 
 
5.	  CONCLUSION	  AND	  SUGGESTIONS	  FOR	  FUTURE	  RESEARCH	  

This paper examined some key elements relevant to the process of ethics communication. 
The desired effect of ethics-related communication is for ethics to become part of the company 
image. In essence, it has been shown that ethics communication is a feasible strategy for image 
enhancement, but a difficult one to implement for a variety of reasons. Key stumbling blocks are the 
limited appeal of many ethics issues to a sufficiently large consumer base, the fact that many ethics 
issues are merely hygiene factors with limited ability to result in differential advantages for 
companies (let alone a USP), and the danger that communicating the company's ethical stance 
unduly raises consumer expectations on a whole range of issues which a corporation may find 
difficult to address. Further, customer values change over time and differ across countries, which 



 

makes it inherently difficult to select ethics-related content that is relevant to a large number of 
consumers and at the same time capable of enhancing the corporate image. Another challenge is 
people's distrust of and cynicism about corporate ethics. To overcome this hurdle, the messages 
need to be constantly reinforced over various media and all formal, informal, and behavioural 
messages of the company need to convey the same image of the company. Since not every company 
has the resources and the organizational culture necessary for the continuous refinement of 
organizational processes and communication programs, a true ethical image or even ethical 
positioning will only be possible for very few companies. However, even if the desired image effect 
cannot be achieved, aiming for an ethical image by following the process suggested in this paper 
would at least enhance the ethical climate in an organization, which may prevent ethical scandals 
and image disasters in the future. 

The discussion in this paper has also made it clear that there is still a wide variety of 
research issues to be addressed before the topic can be fully understood. Focusing on consumer 
responses to ethics communication, the following questions will provide useful avenues for future 
research: (1) Are ethical positioning characteristics different from others (e.g. price-performance 
relationship, customer orientation, etc.) with regard to their effect on the public perception of 
companies? Are they significant in the perception and attitude formation of consumers? (2) Are 
ethical arguments compensatory, disjunctive or conjunctive in terms of attitude formation? (3) Do 
ethical issues have a special potential for uniqueness in image competition and are therefore 
increasing in relative importance? (4) Is ethics based communication particular suitable for certain 
countries or cultures? 
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