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Abstract

The belief that the only goal of organisations now a days is to make profits for its
shareholders holds no truth in 21" Century. There are other and more important
considerations to be taken into account. Human Resource management is one of those.
Managing employees in the present situation is becoming difficult because of a number
of reasons. An employee today is more careerist than his yesteryears counterparts and
the resultant intrapersonal conflict leads to ethical dilemmas affecting his performance.
This in the present century will involve a different approach and therefore different
attributes, knowledge and skills of retail managers. A new leadership style will be
required. However, no particular leadership theories and models have been specifically
adopted by the retail firms. Scant literature has prompted us to carry out a fundamental
study on how leadership styles can be beneficial in addressing ethical concerns at
workplace. Accordingly, the focus of this paper is on the characteristics of ethical
leadership and how this new leadership style may fit in the needs of successful retail
leaders in the 21st century. A secondary research was carried out to understand the
concept of Ethical Leadership and how its implementation has significantly affected
different organisations in a positive ways.

Characteristics identified by this study relate closely to those of ethical leadership. This
paper presents a model in which we have tried to explain how an ethical leader can help
sales people deal with situations that are ethically troublesome, consequently, leading to
retention.

Introduction

India is receiving considerable attention from foreign retailers looking to globalize their
operations. This trend is likely to continue as experts are predicting strong growth in the
Indian economy, including growth among retailers (Cushman and Wakefield, 2013).
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India is one of the largest retail destinations globally with a size of US$450 billion and is
growing at 7% per annum, contributing 14% to the national GDP. Global Retail
Development Index, 2013 (GRDI) has ranked India as the 14" (as compared to 4" in
2011) most attractive nation for retail investment among 30 emerging markets. The
factors contributing to this major slip in ranking are increased real state cost, wrap
government policies, insufficient skilled labour, huge economic and political risk,
corruption etc. The sector employs 7% of the total workforce and is the second largest
employer after agriculture increasingly providing employment opportunities within the
country. The retail market in India is highly unorganized with only 15% contribution of
organized retail.

Human resource practice in retailing is a widely discussed topic and has become a
strategic part in retailing. The concept of HRM in retailing is similar to those of normal
HR practices like training and development, recruitment and selection, compensation etc.
Employees are the assets of retail organisations as they directly interact with the
customers and thus are the face of an organisation.

Being a major contributor to the employment sector, the retail industry on the other hand
is facing challenges in retaining key employees. The Deloitte report (2013) states that the
retail attrition is as high as 15%. Reasons attributing to this are, retail job is not seen as
one which provides future career options, the job is physically exacting and emotionally
draining, one which does not offer attractive compensation, paucity of skilled manpower,
etc. Apart from the rough and tumble nature of the job the ethical dilemma at work place
further aggravates the problem of employee retention. Since the cost associated with
turnover is relatively high, companies can't afford to lose their skilled employees
continuously.

To keep employees motivated to perform at their best levels of productivity and
excellence is a critical challenge for retail industry managers. The practical tools can
help retail leaders manage the motivation level of employees and keep them highly
engaged in contributing to the success of the organization. Amartya Sen, has remarked
that employees contribution play a major role in proper functioning of the economy,
therefore a company's first priority should be employee's well being. Amartya Sen (1991)
has further remarked that, what happens in an economy depends on what people in that
economy choose to do, and what they choose to do is naturally influenced by their moral
values and ethical believes.

We have developed a model by taking ethical leadership as a new approach to address
the ethical dilemmas and have explained its role in employee retention. The model is in
support of salesperson dilemma as they often encounter situations which are ethically
troublesome (Levy and Dubinsky, 1983)
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Purpose of the study

The purpose of this paper is to study the relevance of ethical leadership in retail and to
determine its importance in addressing ethical dilemmas at work place which in turn
would support employee retention. An attempt has been made to establish a relationship
between these three by developing a model in order to meet the following objective:

e Tounderstand how integrating the concept of ethical leadership can be helpful in
ethical decision making and addressing HRM issues (talent retention) in Indian
Retail Industry.

Selected review of ethical leadership and ethics in retail

Different leadership styles and theories have been integrated with management science.
Its relevance in this field has been implemented by scholars, academicians, or ganisations
etc. Whereas, of late ethical leadership has been explored sporadically as part of modern
management science, but found its highest levels of acceptance since Bill George's 2003
book, Authentic Leadership. Gradually, the concept of AL became a much discussed
topic in research.

Ethical leadership right from its inception has been associated with ethical decision
making and its positive effect on followers. Ethicality in leadership could be described as
being true to yourself; of being the person that you are rather than developing an image
or persona of a leader (George, 2003). Ethical leadership is to tackle the ethical crises in
corporations. It is to be able to judge what is right and wrong (Gardner et al., 2005;
Peterson et al., 2012), it does not allow employees to compromise on ethical standard
and help battle corporate scandals and management malfeasance (Cooper et al., 2005)
encourage ethical environment (Gardner et al., 2005) and aid to conduct business in an
ethical and socially responsible manner (May et al., 2003). Ethical leadership also plays
a major role in an individual ethical decision-making. And specifically, ethical
leadership significantly inhibited individuals' from making unethical decisions (George,
2003; Hannah et al., 2011) and is an approach to leadership that emphasizes building the
leader's legitimacy through honest relationships with followers which value their input
and are built on an ethical foundation. Shamir and Eilam (2005) highlighted that ethical
leadership need not include moral component which was contradicted by Gardner et al.
(2005) who in their study supported that a leader can truly exhibit the other components
of the construct — self-awareness, relational transparency, and balanced processing —
without the moral maturity associated with a positive personal value system. Brown and
Mitchell (2010) proposed that because of its “strong emphasis on the ethical dimension
of leaders, future research linking ethical leadership to important ethics-related outcomes
is promising”.
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Some research, though limited have supported ethical leadership and its positive
association with psychological capital (Luthans and Avolio, 2003; Rego et al., 2014).
Some have shown ethical leadership's positive association with job satisfaction and
positive organizational behaviour (Yammarino et al., 2008). Brown and Mitchell (2010)
proposed that because of its “strong emphasis on the ethical dimension of leaders, future
research linking ethical leadership to important ethics-related outcomes is promising”.
Ethics play a vital role in ethical leadership, from literature it is evident that an ethical
leader's attitude defines how ethics is closely related to his beliefs and values. The
negative social pressure cropping up in organisations can be tackled once encountered
with the moral foundation of an ethical leader (Bass and Steidlmeier, 1999).

Therefore, we define ethical leader as one who is self-aware, genuine, mission driven,
and who focuses on long term results, has a leadership style which encourages ethical
conduct, moral values in followers by building a strong foundation of creativity,
innovation and positive behaviour.

Ethics in retail work place

Many companies now routinely engage in corporate social responsibility and have
started investing in employee well being as retention has become one of the major
challenge.

Retail ethics has not gained momentum in research especially when it comes of dealing
with ethical dilemmas at workplace. Earlier studies have focused on unethical issues in
pricing, promotion, immoral conduct of suppliers but have often ignored the ethically
troublesome situations which employees frequently encounter. However, Sarma (2007)
has discussed salesperson perception of moral behaviour towards customers and
Pettijohn et al. (2007) did a significant study on salesperson perception of ethical
behaviour and relationships existing between these perceptions and the sale force's job
satisfaction and turnover intentions.

While reviewing articles and papers on ethical dilemmas at workplace, it was found that
employee discrimination (Trevino and Nelson, 1995), role of immediate supervisors
(Dubinsky and Levy, 1985), gender discrimination (Abrams, 1989; Wiley, 1998), sexual
harassment (Wiley 1998; Baugh, 1997; Stanko and Schneider, 1999), employee receiving
unfair workload, pressure to meet impractical business objectives (American
Management Association, 2006) and code of ethics (Adams et al., 2001) not properly
formulated, are some of the factors which compel employees to compromise on ethical
standards. Mclaren (2000) stated that Individual factors such as- gender, age, education
and training, personal values and ethical perspective leads to unethical behaviour.
(Fritzsche, 1987; Abratt and Penman, 2002) on the other hand argued that organizational
factors such as, selling role and organizational offering, job tenure and professional
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background, income and competition, supervision discipline, reward and punishment
leads to immoral conduct.

Ethics in retailing pose certain significant issues that are difficult to tackle. Lack of
formal code of conduct drives retailers to use certain ethical standards that guide
decision making when confronting ethically troublesome situations that may not be
covered by law (Sarma, 2007)

Ethical leadership, ethics and employee retention

Leadership by all standards is one of the most familiar topics or skills for mankind, its
importance in retail is significant as practically leadership is a frequently encountered
(i.e. in shop floors, in managing a work a project or in normal work) phenomenon in
retailing but due to constant failure in its execution, a 'responsible leader' is what this
industry needs (Doh and Stumpf, 2005). Since retail work environment is characterised
by, long working hours, pressure to meet sales objectives, handling different tasks at a
time therefore, leadership matters and it is very important to the fulfilment of goals or for
reaching a desirable state of affairs.

The relationship between ethical leadership, ethics and employee retention in context of
retail is critical as the concept of Ethical Leadership has never been associated with
retail. Ethical leadership is strongly associated with ethical leadership and that is why its
concept was chosen for this study.

Ethical leadership and talent retention in retail

Talent retention is an essential element for achieving competitive success. As mentioned
above talent retention is one of the major challenges of retail industry as a sudden
undesired turnover is negatively impacting on an or ganization's profitability and survival
(Cascio, 2000). Without Ethical leadership devoted to a business strategy which
addresses the development of an ethical environment, talent and its retention, the long-
term viability of a firm is questionable. While talent retention is viewed as a critical
element of a firm's business strategy with employees being a key set of stakeholders, the
specific practices that result in retaining the more effective employees, particularly
young professionals and new managers, remain elusive for many retail companies. With
Indian retail market being a prime example of employee attrition, this challenge is more
acute than in emerging economies. As Indian based retail companies grow and foreign
players continue to enter, expand in the market and hire professionals in India, often
managing on outsourcing opportunities, lowering down the labor costs, and relatively
hiring high skilled employees, at the same time controlling high levels of turnover
impedes opportunities for further growth. It takes responsible leadership to build and
sustain businesses that benefit multiple stakeholders, and foremost among these
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stakeholders are employees. If employees do not perceive the company as exhibiting a
true leadership, their pride, motivation and satisfaction with the organization are likely to
reduce relative to the time at which they were hired.

Ethical leadership includes two critical components (i) ethical decision making, (ii)
followers based leadership. Therefore, we have conceptualized ethical leadership in the
context of talent retention to reflect the elements of ethical climate in an organisation.

The model explains the transformation of a traditional retail manager into an ethical
leader. A traditional retail manager is expected to direct day to day activities to followers,
train them, mentor them to meet their career goals, assist them to meet business
objectives etc. However, current managerial activities don't seem to deliver expected
results especially in retaining the key employees. As literature support's, that an ethical
leader is one who is genuine, mission driven, ethical, always have a positive association
with its followers, enables moral thinking in them and thus the antecedents of an ethical
leader leads to a formation of a strong culture that felicitates a positive environment in an
organisation consequently leading to job satisfaction (Azanza et al., 2013), creativity
(Rego et al, 2014), innovation (Muceldilli et al., 2013), high productivity among the
sales person finally contributes in reducing the turnover and increases retention.

I

Prlecursors of Leader Ethical Leader Followers
ship
—1
{} Positive attitude
Ethlcél Leadership Reliable Ethical
adoption

Ethical

Innovative/Creative
. Awareness Employee
Traditional Transparent : :
Retail Manager Unbiased Productive Retention
Trustworthy Organizational

Positive .
commitment

Encouraging
People oriented

1T

Conducive culture and
work environment

Job Satisfaction

Supportive Satisfied

(Source: Author's compilation)
Conclusion and scope for future research

This study offers importance of a leadership style and the significance of its structural
components in retail industry through a model. A new approach of leadership is important in
retail sector as its collective action is essential in gaining competitive advantage. There is a
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considerable research opportunity relating to the implementation of ethical leadership in
Indian retail industry to reduce the overall manpower imbalances like demand-supply
mismatch (talent), labour cost, attrition rate, unethical practices. Furthermore, this study can
be quantified by conducting an empirical test, the association between variables through a
quantitative study can reveal a significant relationship, so that clear contours can be drawn
and exact picture stands clearly revealed.

References

Abrams, K. (1989). Gender discrimination and the transformation of workplace norms. Vand. L. Rev.
42,1183.

Abratt, R., & Penman, N. (2002). Understanding factors affecting salespeople's perceptions of
ethical behavior in South Africa. Journal of Business Ethics 35(4),269-280.

Adams, Janet S., Tashchian, A., & Shore, T.H. (2001). Codes of ethics as signals for ethical behavior.
Journal of Business Ethics 29(3), 199-211.

Amartya Sen (1991). Rationality, Ethics and Economies. Finnish Labour Institute for Economic
Research, Discussion Papers 104.

American Management Association (2006). Ethical Enterprise: A Global Study of Business Ethics
2005-2015, 5-6.

Azanza, G., Moriano, J. A., & Molero, F. (2013). Ethical leadership and organizational culture as
drivers of employees' job satisfaction. Journal of Work and Organizational Psychology, 29(2), 45-
50.

Bass, B. M., & Steidlmeier, P. (1999). Ethics, character, and ethical transformational leadership
behavior. The leadership Quarterly 10(2), 181-217.

Baugh, S. G. (1997). On the Persistence of Sexual Harassment in the Workplace, Journal of Business
Ethics,16,899-908.

Brown, M.E., & Mitchell, M.S. (2010). Ethical and Unethical Leadership: Exploring New Avenues
for Future Research. Business Ethics Quarterly,20,583-616.

Cascio, W. (2000). Costing Human Resources: The Financial Impact of Behaviour in Organizations
(4th ed.). South Western College Publishing: Cincinnati, OH.

Cooper, C. D., Scandura, T. A., & Schriesheim, C. A. (2005). Looking forward but learning from our
past: Potential challenges to developing ethical leadership theory and ethical leaders. The Leadership
Quarterly, 16(3),475-493.

SMS
Vol. VIIL, No. 1, March 2015 - August 2015 A



98

Cushman & Wakefield (2013). Global perspective on retail: online retailing. Cushman and
Wakefield: London.

Deloitte Report (2013). Retail sector an HR point of view. Human Capital Advisory Services,
February.

Deloitte Report (2013). Changing time changing roles: Retail HR gearing up to become a strategic
partner. Human Capital Advisory Services, April.

Doh, J. P., & Stumpf, S. A. (2005). Handbook on responsible leadership and governance in global
business. Edward Elgar Publishing: Nortampton, MA.

Dubinsky, A. J., & Levy, M. (1985). Ethics in retailing: Perceptions of retail salespeople. Journal of
the Academy of Marketing Science, 13(1-2), 1-16.

Fritzsche, D. J. (1987). Marketing/business ethics: a review of the empirical research. Business &
Professional Ethics Journal, 6,65-79.

Gardner, W. L., Avolio, B. J., Luthans, F., May, D. R., & Walumbwa, F. (2005). Can you see the real
me? A self-based model of ethical leader and follower development. The Leadership Quarterly,

16(3),343-372.

George, B. (2003). Authentic leadership: Rediscovering the secrets to creating lasting value. John
Wiley & Sons: New York.

Hannah, S. T., Avolio, B. J., & Walumbwa, F. O. (2011). Relationships between ethical leadership,
moral courage, and ethical and pro-social behaviors.Business Ethics Quarterly, 21(4),555-578.

Levy, M., & Dubinsky, A. J. (1983). Identifying and addressing retail salespeople's ethical problems:
amethod and application. Journal of Retailing, 59(1), 46-66.

Luthans, F., & Avolio, B.J. (2003). Authentic Leadership Development. In K.S.Cameron, J.E.Dutton,
& R.E.Quinn (Eds.). Positive Organizational Scholarship. Berrett-Koehler: San Francisco.

May, D. R., Chan, A. Y., Hodges, T. D., & Avolio, B. J. (2003). Developing the moral component of
ethical leadership. Organizational Dynamics, 32(3),247-260.

McClaren, N. (2000). Ethics in personal selling and sales management: A review of the literature
focusing on empirical findings and conceptual foundations. Journal of Business Ethics, 27(3), 285-
303.

Miiceldili, B., Turan, H., & Erdil, O. (2013). The Influence of Ethical Leadership on Creativity and
Innovativeness. Procedia-Social and Behavioral Sciences, 99,673-681.

Peterson, S. J., Walumbwa, F. O., Avolio, B. J., & Hannah, S. T. (2012). The relationship between

Sk AN et Vol. VIII, No. 1, March 2015 - August 2015



Ethical Leadership: The Need for a New Approach in Retail 99

ethical leadership and follower job performance: The mediating role of follower positivity in extreme
contexts. The Leadership Quarterly, 23(3),502-516.

Pettijohn, C.E., Pettijohn, L.S., Pettijohn, J.B., & Taylor, A.J. (2007). How do the Attitude of Students
Compare with the Attitudes of Salespeople? A Comparison of Perceptions of Business, Consumer
and Employer Ethics. The Marketing Management Journal, 17(1),51-64.

Rego, A., Sousa, F., Marques, C., & Pina e Cunha, M. (2014). Hope and positive affect mediating the
ethical leadership and creativity relationship. Journal of Business research, 67(2),200-210.

Sarma, N. N. (2007). Ethics in retailing; Perceptions of management and sales personnel. /n
Proceedings from the International Marketing Conference on Marketing & Society, Indian Institute
of Management, Kozhikode, 61-68.

Shamir, B., & Eilam, G. (2005). What's your story?: A life-stories approach to ethical leadership
development. Leadership Quarterly, 16,395-417.

Stanko, B. B., & Schneider, M. (1999). Sexual harassment in the public accounting profession?.
Journal of Business Ethics, 18(2), 185-200.

Trevino, L. K., & Nelson, K. A. (1995). Managing business ethics. John Wiley & Sons: New York.

Wiley, C. (1998). Reexaminating perceived ethics issues and ethics roles among employment
managers. Journal of Business Ethics, 17(2), 147-161.

Workman, J. E. (1993). Extent and nature of sexual harassment in the fashion retail workplace. Home
Economics Research Journal, 21(4),358-380.

Yammarino, F. J., Dionne, S.D., Schriensheim, C.A., & Dansereau, F. (2008). Ethical leadership and
positive organizational behavior: A meso, multi-level perspective. The Leadership Quarterly 19(6),
693-707.

Links

http://www.business-standard.com/article/companies/five-out-of-10-indian-employees-face-
discrimination-study-113080500796 1.html.

http://retailindustry.about.com/od/frontlinemanagement/u/retail_management strategies.html

http://www.forbes.com/sites/kevinkruse/2013/05/12/what-is-ethical-leadership

SMS
Vol. VIIL, No. 1, March 2015 - August 2015 A



