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Abstract
This article develops a philosophy-based conceptual model linking ethical leadership, corporate governance,
and financial performance. Drawing on virtue ethics, deontological ethics, utilitarian ethics, stakeholder
theory, agency theory, and stewardship theory, the paper argues that ethical leadership provides the moral
foundation for responsible corporate conduct, whereas corporate governance functions as the institutional
mechanism through which ethical values are translated into accountability, transparency, monitoring,
disclosure, compliance, and risk control. The article proposes that ethical leadership may influence financial
performance both directly and indirectly. Directly, ethical leadership may enhance firm performance by
strengthening stakeholder trust, employee commitment, organizational reputation, ethical culture, and
responsible strategic decision-making. Indirectly, ethical leadership may improve financial performance by
strengthening corporate governance quality. The proposed conceptual model positions corporate
governance as a mediating mechanism between ethical leadership and financial performance. The article
contributes to business ethics, leadership, governance, and corporate finance literature by explaining the
moral-to-institutional pathway through which ethical leadership may support sustainable value creation.
It also provides a theoretically grounded framework for future empirical testing through survey-based,
archival, longitudinal, or mixed-method research designs.
Keywords: ethical leadership; corporate governance; financial performance; stakeholder theory;
agency theory; virtue ethics; conceptual model
1. Introduction
Ethical leadership and corporate governance have become central concerns in contemporary
business research because organizations are increasingly evaluated not only by profitability but
also by the quality of their ethical decisions, transparency, accountability, and responsibility
toward stakeholders. Ethical leadership is generally understood as leadership behavior that
demonstrates and promotes normatively appropriate conduct through personal actions,
interpersonal relationships, communication, reinforcement, and decision-making (Brown et al.,
2005). Corporate governance provides the formal structures and processes through which firms
are directed, controlled, monitored, and held accountable. The G20/OECD Principles of
Corporate Governance emphasize that effective governance frameworks support market
confidence, access to finance, sustainable growth, financial stability, transparency, and investor
protection (OECD, 2023).
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Although ethical leadership, corporate governance, and financial performance have been widely
studied, they are often examined as separate research streams. Ethical leadership is commonly
investigated as a behavioral leadership style or organizational behavior construct (Brown &
Trevifio, 2006; Den Hartog, 2015). Corporate governance is frequently explained through agency
theory, investor protection, legal frameworks, and board monitoring (Jensen & Meckling, 1976;
Shleifer & Vishny, 1997). Financial performance is usually assessed through accounting and
market indicators such as return on assets, return on equity, profit margin, Tobin's Q, market
value, and revenue growth (Bhagat & Bolton, 2008, 2019; Gompers et al., 2003). However, these
streams have not sufficiently explained the pathway through which moral leadership is
converted into institutional governance practices that may influence firm-level financial
outcomes.

This gap is important because ethical leadership alone may remain symbolic if it is not embedded
in organizational systems. Leaders can shape the moral direction of a firm, but corporate
governance converts ethical commitments into formal mechanisms such as board oversight,
audit quality, disclosure, compliance, executive accountability, shareholder protection, and risk
management. This article therefore proposes corporate governance quality as the institutional
bridge that connects ethical leadership with financial performance.

The novelty of the article lies in its philosophy-based integration of ethical leadership, corporate
governance, and financial performance. Existing ethical leadership research emphasizes moral
role modeling, social learning, ethical climate, and organizational outcomes; governance
research emphasizes agency control, board structure, disclosure, and investor protection. The
present article integrates these streams by explaining how ethical leadership becomes financially
meaningful when it is institutionalized through corporate governance mechanisms.

The aim of this study is to develop a philosophy-based conceptual model explaining how ethical
leadership influences corporate governance quality and financial performance. The study is
guided by four research questions: (RQ1) How do philosophical ethical traditions explain the
foundation of ethical leadership? (RQ2) How does ethical leadership influence corporate
governance quality? (RQ3) How does corporate governance quality influence financial
performance? (RQ4) How can corporate governance mediate the relationship between ethical
leadership and financial performance?

This article contributes to the literature in four ways. First, it grounds ethical leadership in moral
philosophy, including virtue ethics, deontological ethics, utilitarian ethics, and stakeholder
ethics. Second, it connects ethical leadership with corporate governance by explaining how moral
leadership can influence formal systems of accountability and control. Third, it positions
corporate governance as a mediating mechanism between ethical leadership and financial
performance. Fourth, it provides a conceptual framework that can guide future empirical studies
using structural equation modeling, archival financial data, longitudinal designs, or mixed-
method approaches.

2. Literature Review

2.1 Ethical Leadership

Ethical leadership is one of the most influential constructs in leadership and business ethics
research. Brown et al. (2005) define ethical leadership as the demonstration of normatively
appropriate conduct through personal actions and interpersonal relationships, and the
promotion of such conduct to followers through communication, reinforcement, and decision-
making. This definition is important because it positions ethical leadership as both personal and
relational. Ethical leaders are expected not only to behave morally themselves but also to
influence followers by communicating ethical standards, rewarding ethical behavior, and
discouraging misconduct.

Brown and Trevifio (2006) explain ethical leadership through social learning theory, arguing that
followers observe leaders as moral role models and learn acceptable conduct by imitating their
behavior. Den Hartog (2015) further describes ethical leadership as a developing field concerned
with leader fairness, integrity, people orientation, ethical guidance, and responsibility.
Kalshoven et al. (2011) offer a multidimensional measurement perspective by identifying ethical
leader behaviors such as fairness, integrity, ethical guidance, people orientation, power sharing,



Ethical Leadership, Corporate Governance and

Financial Performance: A Philosophy-Based Conceptual Model
role clarification, and concern for sustainability. These studies show that ethical leadership is
broader than individual honesty; it involves active moral communication, responsible power
use, fairness, accountability, and stakeholder concern.
Meta-analytic evidence supports the relevance of ethical leadership for organizational outcomes.
Bedi et al. (2016) show that ethical leadership is associated with favorable outcomes across
multiple domains, while Hoch et al. (2018) demonstrate that ethical leadership explains unique
variance beyond other positive leadership styles. These findings strengthen the argument that
ethical leadership is a distinct and theoretically meaningful construct for explaining responsible
organizational behavior.
2.2 Philosophical Foundations of Ethical Leadership
A philosophy-based understanding of ethical leadership requires attention to the moral
traditions that explain why leadership conduct should be evaluated ethically. Virtue ethics
explains ethical leadership through the character of the leader. From this perspective, leaders are
ethical when they demonstrate virtues such as integrity, prudence, justice, courage, honesty, and
temperance (Aristotle, 2009). Virtue ethics therefore supports the idea that ethical leadership
begins with moral character rather than merely compliance with external rules.
Deontological ethics explains ethical leadership through duty, rights, rules, fairness, and moral
obligation. A deontological perspective suggests that leaders should respect principles of justice,
accountability, and transparency even when unethical alternatives may generate short-term
profit (Kant, 1997). Utilitarian ethics evaluates decisions according to consequences and
collective welfare. In corporate settings, utilitarian reasoning encourages leaders to consider the
long-term consequences of decisions for shareholders, employees, customers, communities,
regulators, and society (Mill, 2001).
Stakeholder theory complements these ethical traditions by arguing that firms should create
value for multiple stakeholders rather than focusing only on shareholders (Freeman, 1984/2010;
Donaldson & Preston, 1995). Jones (1995) connects ethics and economics by arguing that
stakeholder-oriented behavior may generate trust, cooperation, and competitive advantage.
Together, virtue ethics, deontology, utilitarianism, and stakeholder ethics provide the
philosophical foundation for ethical leadership and explain why leadership should be evaluated
in terms of character, duty, consequences, and stakeholder responsibility.
2.3 Corporate Governance
Corporate governance refers to the system through which companies are directed, controlled,
monitored, and held accountable. Agency theory provides one of the most influential
explanations for corporate governance. Jensen and Meckling (1976) argue that agency problems
arise when ownership and control are separated, creating the possibility that managers may act
in their own interests rather than in the interests of shareholders. Governance mechanisms are
therefore needed to reduce agency costs, monitor managerial behavior, and protect investors.
Shleifer and Vishny (1997) define corporate governance in terms of how suppliers of finance
assure themselves of receiving a return on their investment. However, contemporary governance
perspectives also emphasize stakeholder protection, transparency, sustainability, disclosure, and
accountability. OECD (2023) highlights the importance of governance frameworks that promote
market integrity, investor confidence, sustainable growth, and financial stability. In this article,
corporate governance is viewed not only as a control system but also as an institutional system
through which ethical leadership can be converted into responsible organizational practices.
2.4 Corporate Governance and Financial Performance
The relationship between corporate governance and financial performance has received
significant scholarly attention. Gompers et al. (2003) show that shareholder rights and
governance quality are associated with equity value. Bhagat and Bolton (2008) examine the
relationship between governance and firm performance while addressing endogeneity concerns,
and their later work continues to investigate which governance mechanisms are most
consistently related to future performance (Bhagat & Bolton, 2019). Larcker et al. (2007) also
examine the relationship between corporate governance, accounting outcomes, and
organizational performance.
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Good governance can improve financial performance by reducing agency conflicts, improving
monitoring, increasing disclosure quality, strengthening investor confidence, and lowering risk.
However, the governance-performance relationship is not uniform. It may vary by country,
industry, ownership structure, legal environment, firm size, and governance measurement.
Claessens and Yurtoglu (2013) show that governance is especially important in emerging
markets because better governance can improve access to finance, reduce the cost of capital,
improve performance, and support fairer treatment of stakeholders. This article therefore treats
governance as a theoretically important but context-sensitive mechanism.

2.5 Ethical Leadership and Financial Performance

Research increasingly suggests that ethical leadership can contribute to firm-level outcomes. Shin
et al. (2015) show that top management ethical leadership influences firm performance through
ethical and procedural justice climate. Eisenbeiss et al. (2015) argue that CEO ethical leadership
can influence firm performance through organizational ethical culture and ethics programs. Saha
etal. (2020), in a systematic review, examine the relationship among ethical leadership, corporate
social responsibility, and firm performance, showing that these domains are increasingly
connected in management research. Nguyen et al. (2021) further find that corporate social
responsibility and firm reputation can connect ethical leadership to firm performance through a
serial mediation process.

These studies suggest that ethical leadership can support financial performance by strengthening
stakeholder trust, employee commitment, firm reputation, responsible decision-making, ethical
culture, and organizational legitimacy. Recent research has also connected ethical leadership
with ESG performance and sustainability outcomes. Zhu et al. (2025) examine ethical leadership,
organizational learning, and corporate ESG performance, while Buchetti et al. (2025) review
corporate governance and ESG research and highlight the growing importance of governance
mechanisms in ESG outcomes. These studies support the need to connect ethical leadership,
governance quality, and sustainable financial performance within a single conceptual
framework.

2.6 Ethical Leadership and Corporate Governance

Ethical leadership can influence corporate governance by shaping the tone at the top of the
organization. Leaders who demonstrate integrity, fairness, transparency, and accountability are
more likely to support governance practices that discourage opportunism and promote
responsible oversight. Mayer et al. (2009) show that ethical leadership can flow from top
management to lower organizational levels, suggesting that leadership ethics can influence
organizational behavior beyond the individual leader. Aubé et al. (2021) provide a more direct
governance link by examining ethical leadership and corporate board effectiveness through team
reflexivity and environmental dynamism.

This literature supports the argument that corporate governance is not merely a formal structure.
It is shaped by the ethical orientation of those who lead and govern the organization. Boards,
executives, and senior managers influence whether governance mechanisms operate as symbolic
compliance tools or as meaningful systems of accountability, disclosure, monitoring, and
responsible decision-making. Therefore, corporate governance is positioned in this article as the
mechanism through which ethical leadership is formalized and sustained.

2.7 Literature Synthesis and Research Gap

The reviewed literature indicates that ethical leadership, corporate governance, and financial
performance are well-established but insufficiently integrated research streams. Ethical
leadership literature explains how leaders influence followers through moral role modeling,
communication, reinforcement, and ethical climate. Corporate governance literature explains
how boards, audit systems, disclosure, and monitoring reduce agency conflicts and support
investor protection. Financial performance literature explains firm outcomes through
profitability, market value, efficiency, risk, and growth. However, the moral-to-institutional
pathway that connects these domains remains underdeveloped.

The key research gap is that existing studies have not sufficiently explained how ethical
leadership becomes embedded in governance systems and how this institutionalization may
support financial performance. Ethical leadership research often focuses on leader behavior and
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organizational climate, whereas governance research often focuses on formal structures and
agency control. This article addresses the gap by proposing that corporate governance quality

mediates the relationship between ethical leadership and financial performance.
Table 1. Key Constructs, Definitions, Dimensions, and Sources

Construct Working Definition | Key Dimensions Key Sources
Ethical leadership Leadership behavior | Integrity; fairness; Brown et al. (2005);
that
demonstrates and
Ez(izgifjely accountability; Brown & Trevifio
appropriate conduct ethical (2006);
. guidance; Den Hartog (2015);
through actions,
commanication transparency; Kalshoven et al
. ’ stakeholder concern | (2011)
reinforcement, and
decision-making.
Board oversight; | Jensen & Meckling
The system through a1.1dit quality; (1.976); Shleifer &
which  firms  are disclosure; Vishny
Corporate . transparency; (1997); OECD (2023);
directed, controlled, .
governance monitored, and held compliance; Bhagat & Bolton
accountable. risk control; | (2008, 2019)
shareholder
protection
The financial | ROA; ROE; profit| Gompers et al. (2003);
outcomes of a firm| margin; Tobin's Q; Bhagat & Bolton
Financial measured through | market value; | (2008, 2019); Larcker
performance accounting-based and | revenue growth; | et al. (2007)
market-based earnings stability
indicators.
A governance and
management
approach that | Employees; investors; | Freeman (1984/2010);
Stakeholder considers the customers; Donaldson & Preston
orientation interests of multiple | regulators; (1995); Jones (1995);
stakeholders rather| communities; society | Goodpaster (1991)
than shareholders
alone.
Note. Compiled by the author from the cited literature.
Table 2. Critical Synthesis of Relevant Literature
Research Stream What EXI,S ting Remaining Gap Rel.e vance to  This
Literature Explains Article
Ethical leaders serve
as moral role models
-and Limited explanat.lon Positions othical
influence conduct | of how ethical leadership as  the
Ethical leadership through leadership is . .
communication, formalized into moral starting point
] of the model.
reinforcement, governance systems.
fairness, and ethical
guidance.
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Virtue ethics,
deontology, . . ..
e g}’ Philosophical ethics is .
utilitarianism, and . Provides the
. often not linked .
Moral philosonh stakeholder  ethics excolicit] to philosophybased
b phy explain character, P y foundation of the
governance
duty, . conceptual model.
mechanisms.
consequences,  and
responsibility.
Governance
mechanisms reduce
agency problems Governance is often| Supports governance
Corporate and improve | treated as structural | quality as the
governance monitoring, rather  than moral- | institutional
disclosure, institutional. mechanism.
accountability, and
investor protection.
Strong  governance
may improve | Findings vary across
erformance through | settings, suggesting | Supports the
Governance and p . & & 88 & PP . .
monitoring, the need for stronger | governancefinancial
performance . . . .
disclosure, investor theoretical performance link.
confidence, and risk| explanation.
reduction.
Ethical leadership
may improve | The direct pathway is
. . | outcomes often emphasized | Supports both direct
Ethical  leadership . P pp. . .
through ethical | more than the | and indirect links to
and performance . .
climate, governancemediated | performance.
CSR, reputation, and | pathway.
organizational trust.
Governance quality
influences ESG
Limited integration| Strengthens the
Governance, ESG, | outcomes, . . . .
. o with  philosophical | sustainable value-
and sustainability sustainability . . .
. ethical leadership. creation argument.
practices, and long-
term value creation.

Note. The synthesis identifies the underdeveloped moral-to-institutional pathway addressed in
this article.

3. Theoretical Foundation

The conceptual model is based on six complementary theoretical perspectives. Virtue ethics
explains ethical leadership through moral character and virtues such as integrity, justice,
prudence, courage, and honesty (Aristotle, 2009). Deontological ethics explains leadership
through duty, rights, moral obligation, fairness, and accountability (Kant, 1997). Utilitarian ethics
emphasizes consequences and collective welfare, supporting the idea that leaders should
evaluate decisions according to their long-term effects on stakeholders and organizational
sustainability (Mill, 2001).

Stakeholder theory argues that firms should create value for multiple stakeholders, including
shareholders, employees, customers, suppliers, communities, regulators, and society (Freeman,
1984/2010; Donaldson & Preston, 1995). Agency theory explains the need for governance
mechanisms to reduce conflicts between managers and owners, control opportunism, and
protect investors (Jensen & Meckling, 1976; Eisenhardt, 1989). Stewardship theory offers a more
positive view of leaders and managers as responsible custodians of organizational resources and
long-term value (Donaldson & Davis, 1991). Together, these theories support the argument that
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ethical leadership provides moral direction, while corporate governance institutionalizes that
direction into systems of accountability and performance.
A philosophy-based model requires more than listing ethical theories. It must show how
philosophical principles are translated into governance practices. Virtue ethics informs the moral
character of leaders and boards; deontology supports compliance, fiduciary duty, and
transparent disclosure; utilitarianism supports responsible risk control and long-term
stakeholder welfare; stakeholder ethics supports inclusive governance, stakeholder protection,
and ESG orientation. This translation from moral principle to governance mechanism is the
central theoretical movement of the model.
Table 3. Philosophy-to-Governance Translation Matrix

Philosophical /| Core Ethical | Leadership Governance
Theoretical Basis Principle Implication Mechanism
Ethical board culture;
Leaders model | .
Moral character, | . . fitand-proper
. . ] . integrity and .
Virtue ethics integrity, prudence, . leadership
. encourage ethical | .~
justice . criteria; values-based
judgment. .
oversight

Leaders respect rules | Compliance systems;

1 obligati fiduci ty;
Duty, rights, fairness, and moral obligations | fiduciary duty;

Deontological ethics . even under | transparent
accountability )
performance disclosure;
pressure. audit accountability
Leaders consider the | Risk  management;
Consequences, broader impact of longterm incentives;
Utilitarian ethics welfare,  long-term | decisions on | sustainability-
benefit stakeholders and firm | oriented decision
sustainability. controls
Stakeholder
Leaders balance| engagement;
Responsibili to | shareholder oals | ESG oversight;
Stakeholder theory P vy ) & . . &
multiple stakeholders | with stakeholder | inclusive  reporting;
interests. grievance
mechanisms
Leaders accept | Board independence;
Control of L P . p .
. monitoring and | executive monitoring;
opportunism and . .
Agency theory ) . accountability disclosure;
information .
mechanisms. shareholder
asymmetry .
protection
. Long-term value
Responsible 8
. . Leaders act as | governance; trust-
. custodianship of .
Stewardship theory L stewards of long-term | based oversight;
organizational

organizational value. | strategic
accountability
Note. This table strengthens the philosophy-based contribution by showing how ethical
principles can be institutionalized through governance mechanisms.

resources
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Philosophical Foundations Translated into Governance Practice

Virtue Ethics Deontological Ethics e . Stakeholder Ethics
: : 5 Utilitarian Ethics : :
character, integrity, duty, ngh;s, consequences, welfare mclus'lv'e.
prudence accountability responsibility

e

Ethical Leadership

Governance Translation

e N

Compliance,
disclosure,
and fiduciary duty

Ethical board culture
and moral judgment

Risk control and Stakeholder protection
long-term value and ESG orientation

Figure 1. Philosophy-Based Foundations Translated into Governance Practice Note.
Source: Author's conceptualization. The figure shows how moral philosophy can move from
leadership character and judgment into formal governance practices.
4. Conceptual Framework and Propositions
4.1 Proposed Conceptual Model
The proposed conceptual model links philosophical ethical foundations, ethical leadership,
corporate governance quality, and financial performance. Ethical leadership represents the
moral agency of leaders and the behavioral expression of ethical values. Corporate governance
quality represents the formal institutionalization of those values through board oversight, audit
quality, disclosure transparency, compliance, risk management, accountability, and stakeholder
protection. Financial performance represents accounting-based and market-based outcomes
such as ROA, ROE, profit margin, Tobin's Q, revenue growth, market value, and earnings
stability.
The model proposes that ethical leadership can influence financial performance through both
direct and indirect pathways. The direct pathway operates through trust, reputation, employee
commitment, stakeholder confidence, and ethical culture. The indirect pathway operates
through corporate governance quality, which translates ethical leadership into formal practices
that reduce agency costs, improve monitoring, enhance transparency, and lower misconduct
risk.
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Philosophy-Based Conceptual Model

Philosophical Ethical Foundations
Virtue ethics | Deontology | Utilitarianism | Stakeholder ethics

!

Ethical Leadership

l moral direction

Corporate Governance Quality

l institutionalization

Financial Performance

Figure 2. Philosophy-Based Conceptual Model Linking Ethical Leadership, Corporate

Governance, and Financial Performance
Note. Source: Author's conceptualization. The figure presents corporate governance quality as
the mediating mechanism between ethical leadership and financial performance.

Mediation Model

Direct effect

v

Ethical Corporate Governance Financial
Leadership Quality Performance

P2

P1

integrity | fairness | accountability board oversight | audit | disclosure | compliance ROA | ROE | Tobin's Q | market value

Indirect effect: ethical values become financially relevant through formal governance mechanisms

Figure 3. Corporate Governance Quality as a Mediating Mechanism
Note. Source: Author's conceptualization. The dashed arrow indicates the direct pathway; the

solid arrows indicate the indirect pathway through corporate governance quality.

4.2 Development of Propositions
P1: Ethical leadership positively influences corporate governance quality. Ethical leaders

promote transparency, accountability, fairness, ethical decision-making, and
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responsible risk control. These values can strengthen board oversight, disclosure quality,
compliance systems, audit accountability, and internal control mechanisms.

P2: Corporate governance quality positively influences financial performance. Strong
governance can reduce agency costs, improve monitoring, strengthen investor confidence,
reduce misconduct risk, and support strategic decision-making. However, the strength of this
relationship may vary across legal systems, ownership structures, industries, and institutional
environments.

P3: Ethical leadership positively influences financial performance. Ethical leadership can
improve financial performance by strengthening stakeholder trust, employee commitment, firm
reputation, ethical culture, and long-term legitimacy.

P4: Corporate governance quality mediates the relationship between ethical leadership and
financial performance. Ethical leadership becomes financially significant when ethical values are
embedded into governance mechanisms such as board accountability, audit quality, transparent
reporting, compliance, stakeholder engagement, and risk management.

Table 4. Propositions and Theoretical Justification

Proposition Statement Theoretical Indicative Sources
Justification
Ethical leaders
promote
Ethical 1 hip | t
osliiiavel in?j:;ze;p aiir(l)?riz’iorllciy, Brown et al. (2005);
Pl lCDOI' oratZ overnance | fairness Cotn}: liance Mayer et al. (2009
porate » COMPHANCE | A ubé et al. (2021)
quality. and
responsible
decisionmaking.
Governance reduces
agency costs,
C t
orporate .. | improves Jensen & Meckling
governance  quality L
.. monitoring, (1976); Gompers et al.
P2 positively
influences  financial strengthens (2003); Bhagat &
investor confidence, | Bolton (2008, 2019)
performance.
and reduces
misconduct risk.
Ethical leadership
Ethical leadership strengtf.lens trust, Shin et al. (2015);
. . reputation, employee | _. .
positively influences . ) Eisenbeiss et al
P3 . . commitment, ethical
financial (2015); Nguyen et al.
erformance culture, and (2021)
P ' stakeholder
relationships.
Corporate Ethical leadership
governance quality | becomes financially
mediates the meaningful ~ when | Freeman (1984/2010);
P4 relationship between | ethical OECD (2023);
ethical leadership and | values are converted | Buchetti et al. (2025)
financial into governance
performance. practices.

Note. The propositions are conceptual and are intended for future empirical testing.

5. Methodological Approach

This study adopts a conceptual research design based on narrative literature review and theory
synthesis. Conceptual research is appropriate when the objective is to clarify constructs, integrate
theoretical perspectives, and propose new relationships for future testing (Jaakkola, 2020;
Torraco, 2005). The article does not test primary empirical data. Instead, it integrates moral
philosophy, ethical leadership theory, corporate governance theory, stakeholder theory, agency
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theory, stewardship theory, and financial performance literature to develop a conceptual model
and propositions.

To make the conceptual approach transparent, the literature collection was organized around
four domains: ethical leadership, philosophical ethics, corporate governance, and financial
performance. The review prioritized peer-reviewed journal articles, classic academic books, and
authoritative institutional sources. Search terms included ethical leadership, moral leadership,
corporate governance, board oversight, governance quality, financial performance, agency
theory, stakeholder theory, stewardship theory, ESG performance, corporate sustainability,
ethical culture, and firm performance.

Relevant literature was identified from major academic databases and publisher platforms such
as Scopus, Web of Science, ScienceDirect, SpringerLink, Wiley Online Library, Emerald, Taylor
& Francis, and Google Scholar. Inclusion criteria were: peerreviewed articles, classic theory
sources, highly cited foundational works, recent studies related to ethical leadership or
governance and performance, and authoritative governance reports. Exclusion criteria were:
blogs, consultancy reports, unpublished student papers, unverified web sources, and sources
without clear relevance to the conceptual model. The final model was developed by synthesizing
recurring theoretical mechanisms across the literature and identifying corporate governance
quality as the institutional mechanism that links ethical leadership with financial performance.

Table 5. Methodological Protocol and Measurement Guidance for Future Testing

committee data,

Approach Used in| Future Empirical
Element This Article Guidance Key Sources
Narrative literature | Future studies may
review and theory use systematic | Jaakkola (2020);
Review design synthesis for | review, Torraco (2005);
conceptual model | bibliometric analysis, | Snyder (2019)
development. or meta-analysis.
Conceptualized
;:;igsg eIy, | e Ethical
account:abilit Leadership Brown et al. (2005);
Ethical leadership othical Y Scale or Ethical Kalshoven et al
. Leadership at Work | (2011)
guidance, . .
Questionnaire.
transparency, and
stakeholder concern.
Conceptualized
Use governance
through board index board
oversight, audit | | § .| OECD (2023); Bhagat
. . independence, audit
Corporate quality, disclosure, &

growth, and earnings
stability.

revenue growth, and
market capitalization.

governance quality compliance, risk | . Bolton (2008, 2019);
disclosure scores, or
control, and Larcker et al. (2007)
ESG governance
stakeholder .1
. indicators.
protection.
Conceptualized Use ROA, ROE,
Financial through profitability, | Tobin's Gompers et al. (2003);
performance market value, | Q, profit margin, | Bhagat &  Bolton

(2008, 2019)

Ethical organizational

ownership structure.

culture, ESG | Test moderation . .
. . . Eisenbeiss et al
orientation, using (2015);
Possible moderators Zilgx:iz:r?ent board ff 1\fe;ssion or IE?E’SI Buchetti et al. (2025);
. ’ 8 5 OECD (2023)
independence, group analysis.
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Note. The table responds to peer-review expectations by making the conceptual review process
and future measurement options explicit.

6. Discussion

The proposed conceptual model explains ethical leadership as both a moral and strategic
foundation of corporate governance and financial performance. Ethical leadership is often
studied as a behavioral leadership construct, but this article argues that it should also be
understood philosophically. Virtue ethics explains the importance of leader character,
deontological ethics emphasizes duty and accountability, utilitarian ethics focuses on
consequences and stakeholder welfare, and stakeholder theory expands the purpose of
leadership beyond shareholder wealth maximization.

The model suggests that ethical leadership contributes to corporate governance by shaping the
ethical tone of the organization. Ethical leaders are more likely to support governance
mechanisms based on transparency, fairness, accountability, disclosure, responsible monitoring,
and stakeholder protection. However, ethical leadership alone is not sufficient. For ethics to
influence financial performance, it must be institutionalized through governance structures.
Without governance systems, ethical leadership may remain symbolic or dependent on
individual personality. With governance systems, ethical leadership becomes embedded in
organizational routines, policies, reporting practices, board oversight, and risk control.

The philosophy-to-governance translation is central to the model. Virtue ethics contributes to
ethical board culture and leadership integrity; deontological ethics supports fiduciary duty,
transparent disclosure, and compliance; utilitarian ethics supports risk control and long-term
value creation; stakeholder ethics supports inclusive governance and stakeholder protection.
This explains how moral philosophy can become operational through governance mechanisms
rather than remaining an abstract ethical ideal.

The relationship between corporate governance and financial performance is central to the
model. Strong governance can improve financial outcomes by reducing agency conflicts,
minimizing fraud risk, improving investor confidence, increasing access to capital, and
strengthening strategic oversight. At the same time, the article recognizes that governance does
not automatically improve performance in every context. The relationship may depend on
institutional quality, ownership concentration, industry characteristics, regulatory enforcement,
and governance measurement. This makes the proposed model conceptually balanced rather
than deterministic.

The model also contributes to recent research connecting ethical leadership, CSR, ESG, and
sustainability with firm performance. Studies show growing interest in how ethical leadership
influences ESG performance, corporate sustainability, reputation, and financial outcomes (Saha
etal.,, 2020; Nguyen et al., 2021; Zhu et al., 2025). Governance research also increasingly connects
corporate governance mechanisms with ESG outcomes and long-term value creation (Buchetti et
al., 2025). The present article builds on this literature by proposing corporate governance quality
as the bridge between ethical leadership and financial performance.

The philosophy-based approach developed in this article deepens the explanation of why ethical
leadership matters. If ethical leadership is understood only as a behavioral style, its connection
to financial performance may appear indirect or vague. However, when ethical leadership is
grounded in moral philosophy and linked to governance systems, it becomes possible to explain
how moral values can be transformed into institutional practices that support trust, legitimacy,
accountability, and sustainable value creation.

7. Theoretical Contributions

This article makes four theoretical contributions. First, it integrates moral philosophy with ethical
leadership research by grounding leadership behavior in virtue ethics, deontology,
utilitarianism, and stakeholder ethics. Second, it connects ethical leadership with corporate
governance by explaining how moral leadership can influence formal accountability systems.
Third, it positions corporate governance quality as a mediating mechanism between ethical
leadership and financial performance. Fourth, it extends the understanding of financial
performance by linking profitability and market value with trust, legitimacy, transparency, and
responsible governance.
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The article also contributes by specifying a moral-to-institutional pathway. This pathway
explains how ethical leadership moves from individual character and ethical judgment to
institutionalized governance mechanisms such as board oversight, audit quality, disclosure,
compliance, and risk management. This pathway provides a clearer conceptual foundation for
future empirical research than a simple direct relationship between ethical leadership and firm
performance.

8. Practical Implications

The model has practical implications for corporate leaders, boards, investors, and policymakers.
For corporate leaders, the study suggests that ethical leadership should be embedded in strategic
decision-making, performance evaluation, risk management, and organizational culture. For
boards of directors, the model highlights the importance of ethical oversight, independent
judgment, transparent reporting, and accountability. For investors, leadership ethics and
governance quality may serve as useful indicators of long-term firm stability. For policymakers
and regulators, the study supports governance frameworks that encourage transparency,
stakeholder protection, disclosure quality, and responsible corporate conduct.

The model also suggests that organizations should not treat ethics programs as separate from
governance systems. Codes of ethics, whistleblowing systems, board oversight, executive
incentives, internal audits, ESG reporting, and risk management should be aligned so that ethical
leadership is reinforced by formal governance practices. This alignment can reduce misconduct
risk and strengthen stakeholder confidence.

9. Limitations and Future Research

This article is conceptual and does not empirically test the proposed model. Although the model
is grounded in established theory and prior research, its propositions require empirical
validation. Future research can test the model using survey-based data, archival financial data,
or mixed-method approaches. Structural equation modeling may be used to examine the
mediating role of corporate governance quality between ethical leadership and financial
performance.

Future studies may also examine moderating variables such as ethical organizational culture,
ESG orientation, board independence, regulatory environment, ownership structure, and
industry type. Cross-country and longitudinal studies would be especially useful for
understanding how institutional context affects the relationship among ethical leadership,
governance, and performance. Researchers may also compare listed firms, family businesses,
state-owned enterprises, and SMEs to determine whether the proposed relationships vary across
ownership and organizational contexts.

10. Conclusion

This article proposed a philosophy-based conceptual model linking ethical leadership, corporate
governance, and financial performance. The model argues that ethical leadership, grounded in
moral philosophy, strengthens corporate governance quality by promoting transparency,
accountability, fairness, responsible decision-making, and stakeholder concern. Corporate
governance then acts as the institutional mechanism through which ethical leadership is
translated into sustainable financial outcomes.

The article contributes to the literature by integrating ethical leadership, moral philosophy,
corporate governance, and financial performance into a single conceptual framework. It shows
that ethical leadership should not be viewed only as a personal trait or behavioral style. Rather,
ethical leadership can serve as a moral and strategic foundation for responsible governance and
long-term value creation.

In conclusion, ethical leadership becomes financially significant when it is institutionalized
through strong corporate governance. Firms that combine moral leadership with transparent,
accountable, and stakeholder-oriented governance are more likely to build trust, reduce agency
problems, improve legitimacy, and support sustainable financial performance.
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