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Abstract: This research study examines the importance of ethics in supply chain management functions. The data
sample consisted of 30 respondents collected using a questionnaire administered randomly to firms’ employees or
representatives. Results show, there is no strong and sufficient evidence to infer the existence of unethical behaviours
and the significance of ethics in a supply chain function within the players or parties in a supply chain relationship.
Thus, this study recommends that parties in a supply chain relationship should act ethically right for long lasting
relationship within the supply chain functions in firms or companies. Essentially all businesses to including banking
and non-banking firms have needs that require the use of supply chains. have responsibilities that require the use
of supply chains. Therefore, the outcome of this study is useful applicable to all sorts of business entities.
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1. Introduction

Does ethics have implications in supply chains? If Yes, then what could be the implications of ethics in a
supply chain function? These are the questions that this study is set to answer. Ethics has for long been acknowledged
by supporters and admirers from both small and large organisations (Jermsittiparsert and Srihirun, 2019). Ethics
prescribed principles that guide humans and guide the way humans conduct at work places and job places and
functions. Concepts such as respect, trust, fairness, integrity, diligence, honesty, probity are central to ethical
atmosphere, to including avoidance of conflict and abuse Amemba et al. (2013). Such statements affirm the
importance of ethics in supply chain functions. This is because supply chain functions mostly interrelate with the
external world rather than the internal organisation. There is competition both by players in the internal organisation
and in the external organisation. The competition is more severe in the external organisation environment since all
external players are in the business market to win and make gains or profit. Supplies is one of the gateways that
external players penetrate and exchange with the internal organisation or firm. To remark companies are now
competing in supply chains rather than acquainted measures of business performance (Svensson and Baath, 2008).
Ethics differs from law in that it is self-motivated and it achieves self-compliance automatically. Law or legal
effectiveness necessitates responsibility and personal motivation. Responses of humans to ethical standards and
practices are ideals (Ouedraogo, 2021). It is essential for all parties to behave ethically and adhere to the ethical
ideology of supply chain practitioners and procurement professionals (Onyango, 2012; Olowa, 2018; Onder, 2018).
The code of ethics spells out the road map through which firms operate to include making stakeholders commitments
and staff ethical guidelines. Further ethical codes cover subjects that may not be covered by laws governing particular
functions such as procurement and supply chain management (Elango ef a/,, 2010). This helps to underline ethics
importance in supply chain functions. Ethics implications in supply chain management functions has become
paramount. Oluwafisoye and Akande (2013), noticed that most supply chain management staff had little or no formal
training on ethics prior to being employed. Thus, the need to emphasis on the importance of ethics in supply chains
and their functions considering that business transactions need to be conducted in avoidance of unethical acts.
Unethical acts are themselves seen being exhibited in companies if not controlled by laws, rules and regulations or
ensuring ethical standards at work place and functions in companies.
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2. Literature Review

This section of the study provides information on what supply chain functions and ethics in supply chain
responsibilities are all about.

2.1 Supply Chain Function

The management of processes that involve; procurement of raw materials, transformation of finished goods
and distribution of the finished goods to the final consumer is called supply chain management (SCM). Supply chain
involves: producers, suppliers, buyers, transporters, customers and the final consumer. These mentioned are the
simplest, the supply chains for manufacturing firms are usually complex because of the diverse nature of operations.
Manufacturing firms usually require multiple suppliers and outsourcing operators than non-manufacturing (services)
based firms. Thus, the supply chain function in a manufacturing firm is definitely more complicated than that of a
service provider firm. The more complex the supply chain function is, the more is the need for ethical measures to
streamline the supply chain and logistics operations from the producer to the final consumer. Streamlining processes
at each step of the supply chain to make ensure that customers receive the right amount of the correct item or good
at the right time and the correct information about goods, firms can benefit from proper supply chain management
organisation. With deliveries need to be made on time and at the place, ethically supply chains oriented firms are
likely to secure future businesses with both old and new customers, maintain and ensure market competitive
advantage. A good enough supply chain management guarantees a balance between supply and demand. By
ensuring effective, efficient and ethically apt supply chain management functions, profit can increase, goods be
delivered on time, waste, administrative cost and legal cost reduced and time maximize. According to Jermsittiparsert
and Srihirun (2019), the main purpose of supply chain is supply. While ethical supply is the standard measures put
in place to proactively provide supply services and goods to customers.

Five (5) typically required functions of supply chain management both in manufacturing and non-
manufacturing firms include; purchasing, operations, logistics, resource management and information flow.

Purchasing: Purchasing is the very first function of supply chain management. Purchasing is performed by
buyers or purchasers. Thus, it is vital that the raw materials are purchased and delivered on time to facilitate the
timely production and delivery of the final goods. Any potential delays at any stage will lead to non-respect of
business contracts. Thus coordination between buyers, sellers, suppliers and delivery companies and / or individuals
is required to avoid any potential delays. Most important is to avoid any unethical practices between these players
to avoid delays and extra costs on goods purchased.

Operations: In order to purchase materials forecasting and demand planning are required (Teseletso and
Adachi 2021). This requires to determine the amount of goods to be produced and how much material is needed.
The operations function is important in supply chain management to help avoid having surpluses or insufficiencies
in stocks or inventory that may lead to loss of revenue and the final profit. To avoid further losses, it is essential to
plan and forecast inventory, production and shipping activities.

Logistics: logistics synchronises the supply chain management activities of forecasting, planning,
procurement, producing, warehousing and transporting products and goods to the final customer without
encountering obstacles and distortion (Matto, et al., 2021). To facilitate quick shipment at low cost it is worthwhile
to ensure effective and adequate communication within the supply chain comportments and system.

Resource Management: The resource management facilitates the allocation of the right activities in an
optimized manner such that optimum production is achieve and operating efficiencies are maximised. Available
capacity is calculated and the capability of resources are determined to ensure feasible and accurate orders and
production are taking into consideration by the resource management team. This is essential since production
consumes raw materials, technology, time and labour. In case of any production shortages, the extra material needed
for adequate production need to be purchased and supplied.

Information System and Workflow: The distribution and sharing of information within supply chain
management functions is what keeps them on track. The supply chain is broken when information communication
and work flow are poor. A consistent and reliable information system can help prevent disruptions and increase
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visibility in information communication. This also ensures that every individual is working with the same data set to
avoid miscommunications and ensure prompt update of people in the supply chain with current events and
development. A good management information system (MIS) such as a supply software could be used to ensure
visibility and communication in supply chains.

Although there are more than one supply chain functions, this study focuses on supply duties conducted by
buyers, suppliers and companies involved in supply chains.

2.2 Ethics in Supply Chain Responsibilities

Ethics is important in supply chain functions to assist in reducing the risks in supplies activities, enhance
culture and compliance practices of vendors (Anggay and Hamiche, 2021). Some companies’ code of ethics and
conducts are expanded to apply to the whole supply chain function. Supply chain ethics includes practices such as;
anti-bribery and corruption, humane and non-discriminatory treatment, safe and good hygienic working conditions,
freedom of employment and association, environmental awareness, appropriate pay and working hours, eradication
of child labour and child protection and abuse measures. Contrary behaviours to these would be viewed and
considered unethical.

Ethical in one hand and on the other hand unethical contemplations are susceptible in procurement and
supply chain management area. This is because the persons involved in the procurement and other supply chain
functions are entrusted to spend good amount of financial resources in a number of organizations (Carter, 2000).
Any contrary behavior to the entrusted and agreed is unethical. Procurement or buyers’ professionals just as in sales
or marketing functions deal greatly with part of the organization external environment. Consequently, the reputation
of a firm is highly at risk when the performance of any supply chain management functions are conducted on
unethical grounds (Amaeshi et al, 2008). Furthermore, supply chain function professionals cannot layoff their
responsibility to monitor, control and select the supplier because of legal and ethical principles (Amaeshi et al., 2008).
The goal of ethics in supply chain management function is to reduce the overall risk of the purchaser regarding
corporate integrity failure in the supply chain (Keating, 2009).

To add value, ethical embeddedness is a very effective method, especially as the managers of supply faced
ethical dilemmas more often (Eltantawy et a/., 2009). Since the last few decades, organisations are taking the issue
of supply chain performance and ethical responsibility very seriously (Benrqya and Jabboun, 2021; Beamon, 2005).
This shows the need to respond to the need to act in a responsible way from the source of product to the end user
(Carter and Jennings, 2004). Within the supply chain ethical practices are identified as a powerful means through
which environmental and social organizational impacts can be proved (Hall and Matos, 2010). Organisational culture
can add value to the organisation ethical behaviours. As mentioned by Smith and Hume (2005), it is very important
for firms to understand the relationship between ethical values and organizational culture.

Ethical conduct is becoming more important to both buyers and suppliers. Buyer-supplier relationships play
an important role in an organization’s ability to respond to dynamic and unpredictable change. If the relationship is
too restrictive, flexibility will be difficult to achieve and, if it is too lenient the risk of opportunism will be present. The
literature in the area of supply management has begun recently to investigate ethical issues in buyer-supplier
relationships (Turner et al., 1994). Therefore, the ethical conduct of the supply chains has also begun to be
scrutinised, both from an internal business performance perspective, and from the increasing concerns held by the
numerous stakeholders of the organisation (Yusuf, 2014). Supply management ethical responsibility is not directly
affected by skills and has an indirect impact on performance through its positive relationship with perceived
reputation Eltantawy et a/., (2009). They further state that supply management ethical responsibility is limited in its
ability to predict performance, but is a valuable component of building Supply management perceived reputation.
Firms should not ignore supply management ethical responsibilities, as it may provide strategic marketing advantage
as an order qualifier or limiting criterion. A study on supply chain management rated ethics to be the number one
issue facing supply chain managers (Giunipero and Handfield, 2004). For example, one firm in the automobile, road
construction, transport or aviation industry is a competitor, subcontractor and supplier to another firm in the same
industry. These multiple relationships can create a complex web of information flows and contractual relationships
that are all subject to potential supply chain management ethics problems. Although almost every company has
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some form of supply management ethics policy, the extent of deployment of these policies with supply management
decisions can differ significantly (Murray, 2003). Much of the previous research implicitly defined supply management
ethical responsibility as the avoidance of unethical behaviour. For example, Cooper et al. (1997) posit that supply
management ethical responsibility involves;

Accepting gifts and entertainment that affect buying decisions; and

Failure to identify the customer’s needs and recommend products and services that meet those needs.
Allowing personalities to improperly influence the buying decision;

Failure to provide prompt, honest responses to customers’ inquiries and requests;

Lack of knowledge or skills to competently perform one’s duties;

Avoidance of showing partiality toward suppliers preferred by upper management;

Failure to provide products and services of the highest quality in the eyes of the internal customers;

Further, Flech (1985) posits that the sensitive practices involving standards of conduct in purchasing are
sorted into nine categories. Of these categories, four represent avoidance of unethical supply management
behaviour:

1. Reciprocity, or giving preference to a supplier who is also a customer; and
2. Personal purchases, which are clearly a misuse of trade discounts.

3. Acceptance of gifts;

4. Sharp practices, which, though short of fraud, are unscrupulous;

The five categories remaining represent broad areas in supply management where ethical dilemmas could
arise frequently;

1. Presale technical or engineering services;
2. Everyday dealings with vendors; and
3. Competitive bidding;

4. Negotiation
5

Informal design or changes in production designs and specifications.

3. Objective of the Study

This study main objective is to examine the relationship between unethical behaviour and the significance
of ethics in a supply chain function. This study is of particular significance as it helps in providing the literature much
needed in the area of supply chain management and ethics. Considering the fact that Svensson and B&ath, (2008)
had observed that there is very little research conducted in the regard of ethics and supply chain.

4. Research Methodology

This area of the study narrates the various stages used in the research methodology of the study.

4.1 Research Design for the study

The study incorporates quantitative and qualitative approaches in research. Questionnaires that forms the
qualitative aspect of the study were used to collect the need primary data. The quantitative aspect of the study made
used of the primary data collected to test the hypotheses of the study.
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4.2 Sampling Technique

The data was collected using a random sampling technique administered on supply firms. This offer the
opportunity for the respondents to be selected arbitrarily to complete the questionnaire. With this technique bias
response is avoided and minimise. All respondents are given equal probability of being selected to attain to the
questionnaire. Data collection and research time is greatly reduced in a random sampling technique since it is straight
forward and simple to be administered.

4.3 Study Research Framework

In this study two variables are used to assess the relationship between unethical performance and the
significant of ethics in a supply chain function. The variables include supply chain relationship (SCR) unethical act or
conduct coded and keyed as (SCRUnethical) and implications of ethics in a supply chain function (SCF) coded and
keyed as (ImplicationsEISCF).

Supply Chain Relationship

Ethics in Supply Chain Function
unethical act or conduct

(ImplicationsEISCF)

(SCRUnethical)

Figure 1. Research Framework
Based on the research framework, this study considers the following hypothesis;

H1: There is no relationship between unethical act and the significance of ethics in supply chain function.

4.4 Research Technique Tool Used for the Study
The evaluation technique used in this study include;

One-way Analysis of Variance (ANOVA) technique.

4.5 Data Analysis

The research data was coded and the data entry keyed in IBM SPSS 24 for data analysis (Burns and Burns,
2008). The output from the analyses were obtained, presented and interpreted.

The study assesses the relationship between acting unethical in a supply chain and the significance of ethics
in supply chain functions using the following evaluation technique;

ANOVA: ANOVA is being used to test for differences in means between groups and within groups. The data
generate an F-test statistic which corresponds to a p-value. The p-value is compared to significance level of 0.05.
Where the obtained p-value is less than the significance level of 0.05, the research hypothesis is rejected. This means
there is a difference in the means groups between groups and within groups of the respondents.

5. Results

This area of the study presents the descriptive and empirical results of the study.

5.1 Descriptive results

The descriptive results consist of; respondent statistics, distribution of perpetuators of unethical conduct in
supply chains and assessment of implication of ethics in supply chain function. Percentages and ranking are used to
measure, differentiate and present results in this section.
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5.1.1 Respondents Statistics

From table 1, 30 respondents submitted their feedback to questions on supply chain relationship (SCR)
unethical conduct and the implication of ethics in a supply chain function (SCF).

Table 1. Respondents Statistics

SCRunethical | ImplicatinsEISCF

Valid 30 30
Missing 0 0

5.1.2 Distribution of Unethical Conduct in Supply Chains

From table 2, 6.7% of the respondents indicated that supply chain relationship unethical behaviours in
initiated by suppliers, 56.7% indicated that it is initiated by buyers, while some 23.3% indicated that unethical
behaviours are initiated by the company. Finally, 13.3% of the respondents indicated that unethical behaviours in
supply relationship are initiated by all (that is: suppliers, buyers and the company or firm) the players or parties
involved in supply chain relationship.

Table 2. Distribution of Unethical Conduct in Supply Chains

Supply Chain Parties Frequency Percent Valid Percent | Cumulative Percent
Suppliers 2 6.7 6.7 6.7
Buyers 17 56.7 56.7 63.3
Valid the Company 7 23.3 23.3 86.7
All 4 13.3 13.3 100.0
Total 30 100.0 100.0

5.1.3 Assessment of Implication of Ethics in Supply Chain Function

From table 3 on the affirmation of the implication of ethics in supply chain functions, 53.3% of the
respondents indicated that ethics have implications in a supply chain function. Some 26.7% of the respondents
directed that ethics does not have implications in a supply chain function. Another 20.0% of the respondents
signposted their doubts whether or not ethics and ethical behaviour has a place in a supply chain function.

Table 3. Affirmation of Implication of Ethics in Supply Chain Functions

Affirmation Frequency Percent Valid Percent Cumulative Percent
Yes 16 53.3 53.3 53.3
No 8 26.7 26.7 80.0
Valid
Not Sure 6 20.0 20.0 100.0
Total 30 100.0 100.0

From table 4 on the implication of ethics in a supply chain function, long term partner relationship is ranked
first with 30% of the respondents’ affirmation. Cost saving is ranked second with 23%. Delivering of the right goods
and quantity is ranked third with 20%. Defect or spoilage control and minimization is ranked fourth with 17%. And
finally others categories to include trust, easy and through procedures are ranked fifth with 10%.
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Table 4. Implication of Ethics in a Supply Chain Function

Implication detail Percentage Feedback (%) Rank
Long term relationship 30 % 1
Cost saving 23% 2
Delivering of the right goods and quantity 20% 3
Defect or Spoilage Control and Minimization 17% 4
Others; trust, straight through procedures or processes etc. | 10% 5

5.2 Empirical Results

This section shows the results of the hypothesis testing using ANOVA evaluation techniques to assess the
relationship between unethical act and the implication of ethics in supply chain functions.

5.2.1 Relationship between unethical act and the significant of ethics in supply chain functions
5.2.1.1 ANOVA Technique of Evaluation

Looking at table 5, with the F-test statistics p-value of .686 which is by far greater than the significance level
of .05, the null hypothesis which states that there is no relationship between to act unethical and the importance of
ethics in a supply chain function is accepted. Thus, the study did not find sufficient evidence to indicate the existence
of a relationship between unethical behaviours and the significance of ethics in a supply chain function in a firm.

Table 5. ANOVA assessment of Supply Chain Relationship Unethical Act in Supply Chain Functions

Sum of Squares df Mean Square F Sig.
Between Groups .533 2 .267 .382 .686
Within Groups 18.833 27 .699
Total 19.367 29

6. Discussion of Results

For the fact that none of the parties in a supply chain has a score of zero, it only means that unethical
conduct in supplies is practice by all parties in the supply chain.

In a supply chain, buyers are the most likely to initiate an unethical conduct. This falls in line with the
philosophy that you need to offer incentives to those occupying purchasing functions in companies in order for them
to buy your goods or advice their company to buy your goods. However, the burden of unethical acts or behaviours
should not be on buyers alone. Supply chain relationship has at least two parties in the chain. Suppliers too are
involved in unethical conduct in supply as the study results show a small percentage of suppliers’ involvement in
unethical supplies. Besides the law of exchange holds, that there should be offer and acceptance. It means that if
buyers make an offer, there should be another partner in the supply chain to accept the offer for any unethical act
to be completed. There are strong motives for staying ethical in supply chain relationship because of the benefits
good ethics ensure in a supply chain. They include; Long term partner relationship, cost savings, delivering of right
orders, goods and quantity, defect or spoilage control and minimization, trust, confidence, quality assurances,
integrity and straight through procedures or processes (Pretious and Love, 2006; Auroi, 2003).

In this study long term partner relationship ranked top followed by cost savings. Long term relationship in
supplies is would ensure easy collaboration and easy contract renewals and less training thus resulting in financial
gains (Feng, 2021; Derwik and Hellstrom, 2021). This is in line with (Hoyt and Huq, 2000; Zadek, 1998) assertion
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that financial benefit can be gained by long-term partnerships between the firms and supply chains. Cost savings
play a part in increasing business financial gains (Bandara, 2021). Cost savings on storage, logistics, insurance fees,
loss of business and streamline production and services delivery processes influence by ethical supply culture can
greatly increase business operating profit that would impact the end financial position of the company positively.
Finally, the test result shows no sufficient evidence to signpost the existence of a relationship between
unethical conduct and the application of ethical values in supply chain functions. Whether an organisation has ethical
rules guiding its supply chain functions and operations or not, perpetuators of unethical acts are likely to act the way
they wish or desire. Except some form of further training on the importance of ensuring ethical standards and job
placement and not fines or penalties can ensure complete adherence to ethical supply principles in supply chains.

7. Conclusion

The importance of ethics in supply chain functions include; Long term relationship, cost savings, delivering
of the right goods and quantity, defect or spoilage control and minimization, trust, confidence, quality assurances,
integrity and reputation sustainability. Among these benefits of ethical supplies, long term relationship and cost
savings are ranked top because of the financial advantages they offer. These benefits can help avoid and reduce
unethical conduct. Unethical conduct is an intentional act of willingness by the perpetuators in a supply chain
relationship for their gain. This study is useful for all business entities that are involved with supply responsibilities
to help them see the need to promote good ethical behaviours in their supply chain management functions. An
ethically lead supply firm would attract new partners easily and attract successful both short and long term business
deals.
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