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ABSTRACT 
Until recently the concept of virtue has been out of favor in the scientific community. Virtues have been traditionally viewed as relativistic, culture-specific, and 

associated with social conservatism, religious or moral dogmatism, and scientific irrelevance. Scholarly research paid scant attention to virtue, especially in 

organizations. Much attention has been paid to values in organizations, of course, but the definition and roles played by virtues in organizations differ from 

values. Virtue has recently become a topic of serious examination among organizational researchers and progressive companies who are exploring their role in 

creating new, more holistic, healthy, and humane work environments. Corporations are becoming more sensitive to the needs of the community and virtuous 

concerns such as caring, compassion, integrity and wisdom, and less concerned about Concepts such as efficiency, return on investment and competitive 

advantage. The aim of this paper is developing literature on virtues and virtuous organizations .In this paper, we explain the concept of virtues in organizations 

and differentiate it from the concept of values with which it is sometimes confused. Then we discuss the Characteristics, Advantages and functions of a virtuous 

organization. We also discuss the stages of formation of a virtuous organization and give examples of some organizations that have developed virtues. 

 

KEYWORDS 
Virtuous Organization, Virtues, Values. 

 

INTRODUCTION  
ntil recently the concept of virtue has been out of favor in the scientific community. Virtues have been traditionally viewed as relativistic, culture-

specific, and associated with social conservatism, religious or moral dogmatism, and scientific irrelevance. Scholarly research has not only paid scant 

attention to virtues, especially in organizations, but also has remained largely undiscussable among practicing managers faced with economic pressures 

and stakeholder demands (Manz et al., 2008). 

There has been little systematic investigation of the expression and effects of virtue in organizations and the attributes of organizations “that move individuals 

toward better citizenship, responsibility, nurturance, altruism, civility, moderation, tolerance, and work ethic” have been largely absent from empirical 

investigations in organizational studies (Seligman and Csikszentmihalyi, 2000, p. 5). 

Walsh et al. (2003), for example, surveyed the appearance of terms depicting virtue in the business press. They found that virtues are largely ignored as topics 

associated with business performance. In an analysis of word usage in the Wall Street Journal from 1984 through 2000, Walsh et al. reported that the 

appearance of terms such as “win,” “advantage,” and “beat” had risen more than fourfold over that 17-year period, whereas terms such as “virtue,” “caring,” 

and “compassion” seldom appeared at all. Moreover, their appearance had remained negligible across the 17-year period (Walsh et al., 2003). 

But now a sea change is occurring in the corporate world. Many businesses are no longer seeing themselves as organizations that should only be concerned with 

profits but, instead, are now concerned about values (Kotler and Lee, 2005; Hindery, 2005). Corporations are becoming more sensitive to the needs of the 

community and less concerned about “profits at all costs.” we are moving towards “conscious capitalism” a new kind of capitalism which not only focuses on 

profits but which considers factors such as social, environmental, and economic costs in business decision making (Aburdene, 2005; Lampman, 2005).  

Firms in this era when societal expectations of business are rising can no longer focus solely on stockholder return. Companies that aim to prosper over the long 

term also emphasize good jobs for employees, environmental sustainability, healthy community relations, and great products for customers (Friedman and 

Friedman, 2009,p: 14). In conditions of turbulent change, virtuousness serves both as a fixed point, a benchmark for making sense of ambiguity, and as a source 

of resilience, protecting the system against harm. 

 

VIRTUES AND VALUES 
The concept of virtue has been defined in a variety of ways in the literature: 

Virtues may be defined as the qualities that make anything a good thing of that kind (Schudt, 2000, 712). Virtue has been defined as an attribute of personal 

character, and it possesses cognitive, affective, volitional, and behavioral characteristics (Peterson, 2003). Organizational virtuousness refers to the attributes 

characterizing the best of a human resource (Nepean, 2007). Another view of virtue is a quality of psychological strength, moral muscle, or willpower that 

promotes stamina in the face of challenges (Manz et al., 2008). A virtue is a trait of character or intellect, which is morally laudable (Flynn, 2008, p: 361). At the 

aggregate level, virtue has been treated as embedded in communities, cultures, and organizations and being virtuous has meant adhering to the highest 

qualities of the social system of which one is a part (Manz et al., 2008). Human virtues are the qualities of character that allow us to regulate our appetites 

(Gowri, 2007, p: 392). Virtuousness is the internalization of moral rules that produces social harmony (Manz et al., 2008).  

Because the concept of virtue captures the highest aspirations of human beings, the study of virtue is a study of the capacity, attributes, and reserve in 

organizations that facilitate the expression of positive deviance among organization members. Virtues in organizations appear to have at least five attributes 

(Cameron, 2003a): 

1. Virtues foster a sense of meaning, well-being, and ennoblement in human beings. 

U 
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2. Virtues are experienced cognitively, emotionally, and behaviorally. 

3. Virtues foster harmony in relationships. 

4. Virtues are self-reinforcing and positively deviation amplifying. 

5. Virtues serve a buffering function and foster resilience. 

These attributes differentiate virtues from the concept of values, which serve different functions in individuals and organizations. For better differentiation of 

virtues from values see continuum below with three points—one anchoring the left end, one in the middle, and one anchoring the right end (Cameron, 2003b). 

Physiological        Illness                        Health                        Wellness  

Psychological       Illness                        Health                           Flow  

                                   |--------------------------|--------------------------|  

                  Negative Deviance            Normal              Positive Deviance  

Ethics               Unethical                       Ethical                       Virtuous  

Integrity           Dishonest                 Trustworthy                   Honoring  

Think first of the human body. The large majority of medical research, and almost all of a physician’s time, is spent trying to get people from the left point on the 

continuum (illness) to the middle (health). This middle point represents an absence of illness or injury. Very little is known about how to get people from the 

middle point to a state of wellness on the right. Psychologically the same thing occurs. More than 95 percent of psychological research in the last 50 years has 

focused on closing the gap between the left point and the middle point—overcoming depression, anxiety, stress, or emotional difficulties. Little is known about 

how to get people from a condition of health to a state of flourishing, vitality, or what’s referred to as “flow” in psychology. Now look at ethics and integrity on 

the continuum. Unethical behavior is that which produces harm. It violates principles. It does damage. We spend a lot of time addressing unethical behavior. The 

large majority of our attention is spent reminding leaders and organizations to behave ethically, honestly, with integrity. That usually means an absence of 

harm—behaving consistently, being trustworthy, not damaging others or the system. Hardly any attention is given, however, to the right side of the continuum. 

That side is representing virtuousness. It is not only a condition of not producing harm, but it is a condition of doing good, honoring others, taking a positive 

stance, or behaving in ways where self-interest is not the driving motivation (Cameron, 2003b). 

To better elucidate this idea of virtuousness in organizations, we contrast the concept of virtue with other more recurrently investigated concepts in 

organizational studies. For instance, virtuousness does not stand in antagonism to concepts such as ethics or moral reckoning, whereas these terms focus on 

what is necessary, sufficient, or instrumental, virtue embraces that which is good, transcendent, honorable, and that which is most human. Likewise, there is no 

required swapping between virtue and performance. While it is possible to be virtuous without producing profit and to be profitable without virtue, we 

reasonably expect that an affirmative connection may be present between virtue and organizational performance. As a matter of fact, modern organizations 

range from ineffective, inefficient, and error-prone performance, to effective, efficient, and reliable performance depending on the degree of virtuousness 

penetration in the organizational culture (Nepean, 2007). 

 

VIRTUOUS ORGANIZATION  
It is impossible to separate the performance and well-being of organizations from the performance and well-being of their members. To provide people with 

meaningful work and rewards, organizations need to be successful. And to be successful, organizations need high-performing individuals. The challenge is to 

design organizations that perform at high levels and treat people in ways that are motivating and satisfying (Lawler, 2004). 

Virtuous organization is a solution for this challenge. Virtuous organizations addresses virtues .Virtuous organization should possess attributes and demonstrate 

behaviors that extend beyond a consistent moral or ethical code; it should possess more than just a strong values-based culture. Virtuous organizations are 

distinctive, in other words, in their capacity to create positive “organizational deviance” (Nepean, 2007). 

Moving toward virtuousness is something most organizations can do. Seven principles are key to organizations developing virtuousness. These seven principles 

are listed below (Lawler, 2004): 

1. Attraction and Retention .Organizations must create a value proposition that defines the type of workplace they want to be so they can attract and retain 

the right people.  

2. Hiring Practices. Organizations must hire people who tit with their values, core competencies, and strategic goals.  

3. Training and Development .Organizations must continuously train employees to do their jobs and offer them opportunities to grow and develop.  

4. Work Design. Organizations must design work so that it is meaningful for people and provides them with feedback, responsibility, and autonomy.  

5. Mission, Strategies, and Goals. Organizations must develop and adhere to a specific organizational mission, with strategies, goals, and values that 

employees can understand, support, and believe in.  

6. Reward Systems. Organizations must devise -and implement reward systems that reinforce their design, core values, and strategy.  

7. Leadership. Organizations must hire and develop leaders who can create commitment, trust, success, and a motivating work environment. 

Effective leadership is the most important principle and the one that provides the glue that holds the others together. So we should consider some points for 

effective leadership (Lawler, 2004): 

• Lead People Right  

• Developing a Leadership Brand 

• Build Leadership Capability 

• Identifying and Hiring Potential Leaders 

• Regular Assessment of Managerial Performance and Behavior 

• Rewards for Effective Leadership 

• Focus on the Competitive Environment 

 

CHARACTERISTICS OF A VIRTUOUS ORGANIZATION  

Critical success factors of a virtuous organization are listed below (Friedman and Friedman, 2009, p: 15): 

1. THE LOCAL COMMUNITY: A virtuous firm should establish and maintain strong ties with the local community in which it conducts business. It should hire 

employees from the local community and do business with local companies. After all, many of a firm’s customers will come from the surrounding areas.  

2. RESPECT FOR EMPLOYEES: Employees should not be seen merely as factors of production that could be discarded like worn-out machinery. Seeing employees 

as partners is the way to build an organization with values.  In the corporate world, many firms are recognizing that the ability of an organization to learn is the 

key to survival and growth and organizational learning has become the mantra of many companies. A learning organization requires empowered employees that 

work together and share knowledge. Learning organizations have an infrastructure that allows the free flow of knowledge, ideas, and information. And all these 

require respect for employees. 

3. HIRING THE DISABLED: Disabled employees in the workforce can help the organization generate and develop ideas for new products and services. Firms that 

have employed Disabled individuals have found that they are hardworking, dedicated, and loyal employees (Friedman and Friedman, 2006).  

4. DIVERSITY IN THE WORKPLACE: Workforce diversity helps create a work environment in which female, minority employees, the disabled feel welcome; even 

customers will feel more welcome in such an environment. Diversity may help an organization flourish but it is also the right thing to do. Furthermore, diversity 

is important if one wants to create a learning organization. It is also important to help promote supplier diversity by doing business with firms that are owned by 

women and minorities (Friedman and Amoo, 2002). 
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5. ETHICS AND INTEGRITY: Integrity and honesty must start at the top of the organization. Conflicts of interest have caused many of the serious ethical lapses 

that occurred in the last decade. Before a company can improve its ethical behavior, it must remove all conflicts of interest.  

6. SERVANT-LEADERSHIP: Leaders of virtuous organizations must become servant leaders. Servant-leaders empower others and are facilitators; they are not 

concerned with personal aggrandizement. The servant-leader is the antithesis of the autocratic, authoritarian, leader who is primarily concerned with power and 

wealth; he cares about people and wants them all to be successful. Spears found ten characteristics in the servant-leader Spears (2004): 

• Listening intently and receptively to what others say. This, of course, means that one has to be accessible. 

• Having empathy for others and trying to understand them. 

• Possessing the ability of healing the emotional hurts of others. 

• Possessing awareness and self-awareness. 

• Having the power of persuasion; influencing others by convincing them, not coercing them. 

• Possessing the knack of being able to conceptualize and to communicate ideas. 

• Having foresight; which also includes the ability to learn from the past and to have a vision of the future. 

• Seeing themselves as stewards, i.e., as individuals whose main job is to serve others. 

• Being firmly dedicated to the growth of every single employee. 

• A commitment to building community in the institutions where people work. 

ServiceMaster Company, Southwest Airlines, Toro Company, and Men’s Wearhouse are examples of companies that either include the principle of servant-

leadership in their mission statement or corporate philosophy. 

7. CUSTOMER SATISFACTION: A virtuous organization truly cares about its customers and clients. Many firms today believe that customer satisfaction is the 

most important measure of business performance; it is even more important than profit and market share. Organizations that care about their customers also 

want to hear what they have to say. Listening to customers, especially customer complaints, is a good way of coming up with ideas to improve products.  

8. THE ENVIRONMENT: There are several reasons that the corporate world is going green. These include improving its image and competitive advantage; 

Regardless of any marketing gains, a firm should be concerned about our planet. Planet Earth is all we have and we should take care of it. 

9. CORPORATE PHILANTHROPY: A virtuous firm does not necessarily think about future benefits from philanthropy. They engage in philanthropic acts because 

humankind has an obligation to make the world a better place. Done correctly, this can also benefit the firm. For example, a firm could use its resources to 

improve education and the welfare of the area in which it operates. 

10. MISSION STATEMENT: An organization that is interested in virtue must examine its mission statement. Mission statements should not only discuss profit and 

growth; maximizing shareholder wealth is not what it is all about. A firm must consider the long-term and its mission statement should therefore consider the 

needs of the environment, society, employees, customers, suppliers, and government. The mission statement of the firm should say something about a firm’s 

moral and ethical values. The needs of customers, suppliers, society, employees, government, and the environment should be addressed in the statement.  

 

FUNCTIONS OF VIRTUES IN ORGANIZATIONS 

The findings validate the two major functions played by virtuousness in organizations. 

1. Amplifying function: The virtuousness has an amplifying effect. It means that virtuousness is self-perpetuating. When people are exposed to virtuous acts, 

they are attracted to them. They are elevated by them. They tend to reproduce them. When we observe virtuousness, we are inspired by it. This is similar to 

something called the heliotropic effect. If you put a plant in the window, over time it will lean toward the light. All living systems are subject to the same 

phenomenon. They have a tendency towards the positive and away from the negative. Virtuousness has that same attractive quality, and it tends to produce 

self-perpetuating positive effects. Human systems tend to respond positively to virtuousness and goodness. Just as these dynamics occur in individuals, similar 

dynamics also occur in organizations. Organizational performance tends to improve when virtuousness is fostered and nurtured. When people see others 

behaving humanely, they tend to behave humanely as well. Integrity, compassion, and trust, for example, create an environment where people are encouraged 

to be their best, where innovativeness, loyalty, and quality are likely to be higher. That’s the virtuous cycle. The amplifying nature of virtuousness causes it to 

reproduce itself and to improve organizational performance over time (Caza et al., 2004). 

2. Buffering function: The virtuousness has an amplifying effect too. That is, virtuousness helps inoculate the organization against harm in the face of trauma. It 

is now well-established, for example, that downsizing leads to deteriorating performance in most organizations. This occurs, at least partly, because people are 

hurt or offended, relationships are destroyed, trust is battered, psychological contracts are broken, organizational memory is lost, secrecy escalates, and the 

threat-rigidity response occurs (threatened people and threatened organizations become rigid). Virtuous organizations do not suffer the same debilitating and 

deteriorating effects of downsizing. Plus, they bounce back quicker from any downturns (Cameron et al., 2008).  

It shouldn’t come as a surprise, that the hallmark of great leaders in the 21st century is that they demonstrate not only ethical behavior—the absence of harm—

but they also demonstrate virtuousness—producing goodness. Ethics and virtues serve as fixed points in a sea of confusion. They enable self-reinforcing positive 

outcomes to occur, and they buffer individuals and organizations from the verities of a world in which harm, damage, violations of principles, selfishness, and 

greed are likely to be ubiquitous (Caza et al., 2004). 

 

ADVANTAGES OF A VIRTUOUS ORGANIZATION 

The findings of investigations of the impact of virtuousness on organization and organizational performance showed significant effectiveness and efficiency 

benefits from the developing and implementing of a virtue based organizational environment. The main findings can be summarized in the followings:  

• Virtues provide important elements of a possible riposte to the serious financial scandals currently affecting business globally (Flynn, 2008, p: 359). 

• Virtues provide interior strength for good behavior. Among human virtues, practical wisdom is particularly important. This virtue helps practical rationality 

to identify what is good in each situation (mele, 2009, p: 239).  

• Virtues make moral reasoning and moral decision-making easier, helping us to make sound ethical judgments, considering both the singularity and 

complexity of each situation (mele, 2009, p: 239). 

• Virtues provide a common basis for value assimilation and value convergence of the employees (Ip, 2002, p:21). 

• Virtues function as strong normative forces to shape employee’s attitudes and conduct (Alzola, 2008, p: 343). 

• Virtue acts as a force that inspires employees to accept a common vision. It is also a force which motivates employees to work together under the common 

corporate mission as well as to develop themselves. By developing in staff a sense of responsibility, sense of honor, it helps to unleash the positive energies 

in employees for high performance. It also enhances employees a sense of self-respect, autonomy, and commitment (Ip, 2002, p: 22). 

• Virtues provide workers with good or very good ethical problem solving ability (Ip, 2002, p: 22). 
• Virtues increase workers’ satisfaction and morality in their work (Ip, 2002). 

• Virtues produce positive energy in systems, enable growth and vitality in people, and enhance the probability of extraordinarily positive performance 

(Nepean, 2007).  

• A significantly, higher level of employees’ acceptance and internalization of work place innovations; and higher level of profitability ratio due to enhanced 

employee innovation, expanded social capital development, increases in pro-social behavior and the development of resiliency (Nepean, 2007).  

• A significantly, higher level of customer loyalty and retention due to enhanced quality customer service from motivated and empowered employees due to 

initiation of virtuousness improvement measures (Nepean, 2007).   
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• A significantly, higher level of quality decisions, information processing, team synergistic output and lower error rate due to exposure to virtuousness 

(Nepean, 2007). 

 

TOWARD A VIRTUOUS ORGANIZATION 

The development of a virtuous culture spreads over three stages (Ip, 2002): 

1) The gestation stage: The founder should address all in contact with the organization such as customers, employees, and suppliers and treat with them with 

kindness, respect and sincerity. The founder should build a culture that integrates all groups, empower people, enhance harmony and make people feel being a 

member of a family. 

2) The conscious stage: As the company continued to grow, some major idea of corporate culture began to take root into the organization. The company began 

putting these ideas into practice by institutionalizing them into its procedures and policies. At this stage, the operations of the company and the management 

activities had begun to show some recognizable shape of a corporate culture, albeit in its embryonic form.  

3) The scientific management stage: This stage includes systematic effort to integrate the ideas and values into the various subsystems of the company, including 

sales and marketing, production, personnel, public relations, staff development, franchising, and development of corporate image. 

 

EXAMPLES OF VIRTUOUS ORGANIZATIONS 

Examples of organizations that have achieved impressive results due to their dedication to treating people right are listed below (Lawler, 2004): 

First, Microsoft-which has profited from a virtuous relationship with its people for decades. Since the early 1980s, the company has had an environment in which 

its employees have done well and the company has done well. The employees have had challenging work and, of course, one of the most highly rewarding stock 

plans around. Microsoft has been an enormously attractive place to work, especially for high-performers. As a result it has attracted some of the country's top 

software engineers and marketing executives. 

Southwest Airlines is a second example of a virtuous organization for decades. From its very beginning, Southwest was a people focused organization that 

sought a high quality relationship with its employees. Its founder stressed from day one that the company's competitive advantage is its people. The result has 

been excellent customer service and an absence of the hostile labor relationship that is characteristic of every other major airline. Southwest has no one secret 

to its success. The company has emphasized the careful selection of employees, building an employee-friendly work environment, giving employees freedom to 

control their jobs and work environment, profit shoring and stock ownership for all employees, and the opportunity for employees to grow, develop, and 

advance in the company.  

Procter & Gamble is yet another example. Though the company is over 100 years old, the past 40 years of its existence have been marked by many forward-

thinking efforts to establish a virtuous relationship with employees based on employee involvement and the development of leaders throughout the company. 

P&G was an early adopter of employee-involvement practices in its manufacturing plants. It also has a stock ownership plan that has placed over 30 percent of 

its stock in the hands of its employees.  

Another example is Weizhi Corporate in China. Several special features of the Weizhi Corporate Culture are noticeable, like Sense of social responsibility, 

Pragmatism, Nationalism, Innovation and Embodiment of founder’s values (Ip, 2002). 

 
DISCUSSION AND CONCLUSION 
By promoting the virtues of organizational forgiveness, courage, compassion, altruism, humility and modesty as the platform of organizational values, virtuous 

organizations contribute to the paradigm shift away from financial capital toward human capital as a source of organizational performance. A healthy 

organization hence requires a balance of material and physical development, intellectual growth, and a deep concern for human issues.  

Managing by virtues also requires the courage of rethinking the use of power, therefore prospective virtuous organizations, must be able to address power 

issues because most unethical behaviors in the workplace result in fact from power considerations. Indeed, global executives recognize nowadays the 

importance of virtuous and ethical governance but might be still unsure on how to take action on them as traditional discussions of business ethics have been 

overly academic. The organizational virtuousness approach should draw together rigorous, creative, and practical thinking on its intrinsic various dimensions – 

the effects of organizational structure and incentives, leadership and psychological factors that set the tone for the organization’s manner of dealing internally 

and externally, the role of business and the corporation in society, and approaches to determining and securing responsibility and transparency. Done right, 

excellence in governance and ethics is not only compatible with profitability but is highly conducive to long-term sustainable profitability.  

Maximizing profits while ignoring the needs of society may work in the short run but will be a disaster for both society and business in the long run. And, of 

course, while many of the ideas suggested in this paper may not only be costless to an organization but even produce additional profits in the long run, that is 

not the only reason to consider them. After all, for the virtuous organization, virtue is indeed its own reward. 
In order to have a successful virtuousness policy formulation and implementation in organizations-compliant with commonly accepted ethics standards aiming 

towards organizational excellence, the following recommendations are suggested:  

1. In order for organizations to reach excellence, leaders must first experience a personal transformation that enables them to see greater possibilities and to 

attract others through positive inspiration. 

2. Organizations leaders who rely solely on managing people and change cannot achieve extraordinary results.  

3. Organizations must be results-centered, willing to live by the values they profess, able to focus on serving others and open to external influences.  

4. Organization wanting to reach and sustain excellence in all aspects of performance, should not expect finding an easy set of solutions to pull off the shelf and 

implement.  

5. The most important thing organizations ought to be aware of, is that there are wellsprings of human excellence everywhere, which we as individuals and 

groups can tap. 
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