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Abstract 

In the modern business environment, sustainability and ethical business practices 

have become essential factors influencing organizational success and long-term growth. This 

research paper examines how Environmental, Social and Governance (ESG) practices 

contribute to building corporate reputation, customer trust, investor confidence and 

competitive advantage. The study focuses on the strategic importance of sustainability, 

ethical leadership, green marketing and responsible governance in contemporary 

organizations. The paper adopts a comparative approach by analysing Tata Group and 

Volkswagen to understand the impact of ethical and unethical business practices on 

organizational performance and public perception. Tata Group is studied as an example of 

responsible corporate behaviour and sustainability initiatives, whereas Volkswagen is 

examined in the context of ethical governance failure and environmental controversy. The 

research is based on secondary data collected from journals, company reports, articles and 

published sources. The findings indicate that organizations implementing strong ESG and 

sustainability practices achieve better brand image, customer loyalty, risk management and 

long-term profitability. On the other hand, unethical practices can lead to reputational 

damage, legal consequences and loss of stakeholder trust. The study concludes that 

sustainability and ethical business practices are not merely social responsibilities but 

strategic advantages that contribute significantly to organizational resilience and sustainable 

development in the global business environment. 
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Introduction 

Businesses today are not evaluated only on the basis of profits and financial 

performance. Customers, investors, employees and society expect organizations to operate 

responsibly by protecting the environment, maintaining ethical governance and contributing 

positively to society. Sustainability and ethical business practices have therefore become 

essential components of modern business management. 

 

Environmental, Social and Governance (ESG) practices play a significant role in 

improving corporate reputation, stakeholder trust and long-term competitiveness. 

Organizations that adopt sustainable business models and ethical leadership practices often 

gain strategic advantages such as improved customer loyalty, stronger investor confidence 

and reduced business risks. 

 

This research paper focuses on understanding the importance of sustainability and 

ethical business practices through a comparative analysis of Tata Group and Volkswagen. 

The comparison highlights how ethical governance and sustainability can positively 

influence organizational success, while unethical practices can result in reputational and 

financial damage. 

 

Objectives of the Study 

• To study the importance of sustainability and ethical business practices in 

modern organizations. 

• To understand the role of ESG practices in achieving long-term business success. 

• To analyse how ethical business practices influence corporate reputation and 

stakeholder trust. 

• To compare the sustainability and ethical practices of Tata Group and Volkswagen. 

• To examine the impact of unethical business practices on organizational performance. 

• To evaluate how sustainability practices create strategic advantages for organizations. 

 

Research Methodology 

The study is descriptive in nature and is based on secondary data. Information has 

been collected from research journals, company sustainability reports, articles, books and 

online sources. A comparative analysis approach has been used to evaluate the 

sustainability and ethical business practices of Tata Group and Volkswagen. 
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The study focuses on ESG practices, ethical governance, sustainability initiatives, 

environmental responsibility and corporate reputation. The collected data has been analyzed 

to understand how ethical and sustainable business practices contribute to organizational 

success and strategic advantage. 

 

Review of Literature 

The relationship between corporate ethics, sustainability, and business performance 

has been extensively examined in academic and professional research. Early literature 

emphasized the dichotomy between profit maximization and ethical responsibility. 

Friedman (1970) famously asserted that the sole responsibility of business is to increase its 

profits. However, this perspective gradually lost dominance as evidence accumulated 

regarding the long-term value of ethical and sustainable practices. 

 

Carroll’s (1991) pyramid of CSR remains foundational, outlining a multi-tiered 

approach encompassing economic, legal, ethical, and philanthropic responsibilities. Porter 

and Kramer (2011) introduced the concept of “Creating Shared Value,” arguing that 

businesses can generate economic value in ways that also produce value for society. This 

signalled a shift from compliance-based CSR to strategic CSR. 

 

Elkington (1997) proposed the “Triple Bottom Line” framework, encouraging 

companies to focus on people, planet, and profit. This holistic view informed numerous 

corporate sustainability strategies and shaped ESG reporting standards. Eccles et al. (2014) 

provided empirical evidence showing that high-sustainability companies significantly 

outperformed their counterparts in stock performance and financial metrics over the long 

term. 

 

Further studies by Aguilera et al. (2007) and Freeman et al. (2010) emphasized 

stakeholder theory as a guiding principle, asserting that attention to diverse stakeholder 

interests strengthens corporate legitimacy and resilience. These insights laid the groundwork 

for contemporary ESG integration and sustainability disclosure frameworks such as the 

Global Reporting Initiative (GRI), SASB, and TCFD. 

 

Recent work before expanded on these themes by exploring ESG investing, the role 

of corporate governance in sustainability, and the importance of ethics in AI and digital 

transformation (Grewal et al., 2020; Khan et al., 2016; George et al., 2021). Collectively, 
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the literature reveals a growing consensus: corporate ethics and sustainability are not just 

moral imperatives - they are strategic assets. 

 

The concept of sustainability and ethical business practices has gained significant 

importance in recent years due to increasing environmental concerns, social awareness and 

stakeholder expectations. Various researchers and organizations have highlighted the role of 

ESG practices in improving corporate performance, reputation and long-term sustainability. 

 

Research studies indicate that organizations adopting sustainable business models 

are more likely to achieve long-term profitability and competitive advantage. Sustainable 

practices such as waste reduction, renewable energy usage and responsible resource 

management help organizations improve operational efficiency while contributing 

positively to the environment. 

 

Several studies on ESG practices suggest that investors increasingly prefer 

companies with strong ESG performance because such organizations are considered more 

stable, responsible and less risky. ESG reporting and sustainability disclosures have 

therefore become important tools for evaluating organizational performance beyond 

financial measures. 

 

The case of Tata Group demonstrates how ethical leadership, corporate social 

responsibility and sustainability initiatives contribute to strong brand value and public trust. 

In contrast, the Volkswagen emissions scandal of 2015 highlights the negative 

consequences of unethical business practices and lack of transparency. 

 

The reviewed literature clearly indicates that sustainability and ethical business 

practices are no longer optional for businesses. They have become strategic necessities that 

influence organizational growth, stakeholder relationships and long-term success. 

 

Volkswagen Emissions Scandal (Diesel gate) 

In 2015, Volkswagen was involved in a major ethical and environmental 

controversy known as 'Dieselgate.' The scandal became one of the biggest examples of 

unethical business practices and corporate governance failure in modern business history. 



© 2026 The Author(s) | Open Access| International Journal of Business and Economics Research (IJBER) e-ISSN: 2455-3921 

 

  

Special Issue | Vol. 12, Issue 14 | 2026 | UDDEEPANA 2026 – One-Day International Conference on Contemporary 

Innovations and Futuristic Trends in Management Studies | Transcend Degree College, Bengaluru, Karnataka, India 
218 

 

 

The Global Breakdown of Affected Cars 

 

 

 

 

 

 
8.50 M, 52% 

 
 
 
 
 
 
 

 
Europe United States Rest of the World 

6 M, 36% 

1.90 M, 
12% 

Installation of Defeat Device Software 

Volkswagen installed a special software program known as a “defeat device” in 

several diesel vehicles. This software was designed to detect when the vehicle was 

undergoing official laboratory emission testing. During the testing process, the software 

automatically reduced harmful emissions so that the vehicles appeared to meet 

environmental standards. However, during normal road driving conditions, the software 

became inactive and the vehicles released pollutants far above the legal limits. 

 

Manipulation of Emission Test Results 

The company intentionally manipulated emission test results to create a false 

impression that its diesel vehicles were environmentally friendly. During laboratory testing, 

the vehicles produced lower emission levels and complied with pollution control standards. 

In real-world driving conditions, however, the vehicles emitted excessive amounts of 

nitrogen oxide pollutants, which are harmful to both human health and the environment. 

 

Violation of Environmental Laws 

Volkswagen violated environmental regulations, emission standards and ethical 

business principles through its actions. The company knowingly used deceptive methods to 

bypass legal environmental requirements. This represented a serious failure in corporate 

responsibility and demonstrated a lack of transparency and ethical governance within the 

organization. 
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The Real - World Breakdown (Grams Per Kilometre) 

Legal US Standard What the Lab Saw What the Road Actually Got 

2011 VW JETTA 2012 VW PASSAT 

Misleading Customers and Governments 

Volkswagen promoted its diesel vehicles as “clean diesel” and environmentally 

friendly automobiles. Customers purchased these vehicles believing they were supporting 

sustainable transportation and lower pollution levels. However, these claims were 

misleading because the  actual emissions produced by the vehicles were much higher than the 

legal limits. Governments and environmental agencies were also deceived by the 

manipulated testing results. 

 

Global Impact 

The scandal had a worldwide impact because Volkswagen vehicles were sold across 

several countries. Millions of vehicles were affected globally, creating concerns among 

customers, investors, governments and environmental agencies. The controversy also 

increased public awareness regarding corporate ethics, environmental responsibility and 

sustainability practices in the automobile industry. 

 

Financial Loss 

Volkswagen faced severe financial consequences after the scandal was exposed. The 

company paid billions of dollars in penalties, compensation claims and legal settlements. 

The controversy negatively affected the company’s profitability, market value and overall 

financial performance. 
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Reputation Damage 

The Dieselgate scandal significantly damaged Volkswagen’s global reputation. 

Customer trust and investor confidence declined sharply after the controversy. The 

company’s image as a reliable and environmentally responsible automobile manufacturer 

was severely affected, making it difficult to rebuild stakeholder trust. 
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Legal Investigations 

Several executives, managers and employees of Volkswagen faced legal 

investigations and regulatory actions after the scandal became public. Authorities in 

multiple countries examined the company’s internal governance systems and ethical 

practices. The case highlighted the importance of accountability and ethical leadership in 

organizations 

 

Ethical Governance Failure 

Volkswagen became a major example of poor corporate governance, lack of 

transparency and unethical business conduct. The scandal negatively affected the company’s 

ESG reputation and demonstrated how unethical practices can damage long-term 

organizational credibility and stakeholder relationships. 

Volkswagen Annual Net Income(in Billion) 

Volkswagen Annual Net Income 
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Shift Towards Sustainability 

Following the controversy, Volkswagen increased its focus on sustainability 

initiatives and environmental responsibility. The company invested heavily in electric 

vehicles, carbon neutrality goals and ESG practices in an effort to rebuild public trust and 

improve its corporate image. The organization also introduced stronger sustainability 

strategies to demonstrate its commitment toward responsible business practices. 

 

 

Tata Group: Sustainability and Ethical Business Practices 

Tata Group is widely recognized for its strong ethical values, sustainability 

initiatives and responsible corporate governance. The organization is considered one of the 

most trusted business groups in India and globally. Tata Group focuses on balancing 

profitability with social responsibility, environmental protection and ethical business 

conduct. 

 

Strong Ethical Values 

Tata Group is well known for following strong ethical values in all its business 

activities. The company believes in honesty, integrity, transparency and accountability 

while dealing with customers, employees, investors and society. These ethical principles 

help the organization maintain trust and a positive reputation across the world. 

 

Corporate Social Responsibility (CSR) 

The organization actively participates in Corporate Social Responsibility activities to 

improve society and community welfare. Tata Group invests in education, healthcare, rural 

Volkswagen Investments In Electric Vehicles 

And Sustainability Initiatives 

Volkswagen investments in electric vehicles and sustainability initiatives 
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TATA Groups Investments in Electric 

Vehicles And Sustainability Initiatives 

TATA Groups investments in electric vehicles and sustainability initiatives 
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development, sanitation, women empowerment and environmental protection programmes. 

Through different charitable trusts and initiatives, the company works towards improving 

the quality of life of people. 

 

 

Sustainability Focus 

Tata Group gives great importance to sustainable development and environmentally 

friendly business practices. The company encourages renewable energy usage, waste 

management, water conservation and sustainable manufacturing methods. These practices 

help in protecting natural resources and supporting long-term environmental balance. 
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Employee Welfare 

The company gives importance to the welfare and development of its employees. It 

provides safe working conditions, equal opportunities, diversity and inclusion, skill training 

and career development programmes. Tata Group also focuses on the physical and mental 

well-being of employees to create a healthy work environment. 

 

Environmental Responsibility 

Several companies under Tata Group work towards reducing carbon emissions and 

protecting the environment. They adopt energy-efficient technologies, tree plantation 

programmes, recycling projects and pollution control measures. These initiatives help in 

promoting environmental sustainability and conservation. 

 

Transparent Governance 

Tata Group maintains high standards of corporate governance and ethical leadership. 

The company follows fair policies, transparent decision-making processes and responsible 

management practices. This transparency strengthens the confidence of investors, 

employees and customers. 

 

Stakeholder Trust 

Because of its ethical values and responsible business practices, Tata Group has 

earned strong trust among customers, employees, investors and society. The company’s 

commitment towards quality, honesty and social responsibility has made it one of the most 

respected business groups in India and globally. 

 

TATA Group Estimated Investment (In Crores) 
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Comparative Analysis of Tata Group and Volkswagen 

This section compares the sustainability, ethical business practices, CSR activities 

and governance standards of Tata Group and Volkswagen. The comparison highlights how 

ethical and sustainable business practices contribute to long-term organizational success and 

strategic advantage. 

Factors Tata Group Volkswagen 

CSR / Sustainability Focus Strong CSR and community 

development 

Sustainability focus 

increased after scandal 

CSR Spending Around ₹1,095 crore on 

CSR 

initiatives 

Heavy investment in EV 

and sustainability transition 

People Impacted 11.7 million lives positively 

impacted 

Global reputation affected 

after Dieselgate 

ESG Reputation Strong ethical

 and 

sustainability image 

ESG ratings affected after 

emissions scandal 

 

 

 

 

Estimated Investment 

 

 
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 
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Major 

Sustainability 

Initiatives 

Education, healthcare, rural 

development, renewable 

energy 

Electric mobility and 

carbon neutrality goals 

Ethical Governance Strong corporate ethics and 

transparency 

Criticized during emissions 

scandal 

Environmental Impact Focus on renewable energy 

and sustainability 

Emissions 

manipulation 

controversy 

Long-term Business Impact Increased trust and brand 

value 

Legal penalties and 

reputational damage 

 

 

Philanthropic Activities 

Tata Trusts plays a major role in social development activities across India. The 

Trusts support education, healthcare, rural development, sanitation, nutrition, skill 

development and disaster relief programmes. Scholarships, hospitals, water missions and 

community welfare projects have improved the lives of millions of people. These 

philanthropic activities reflect the Tata Group’s commitment towards nation building and 

social responsibility. 

 

Global Reputation 

Tata Group is globally respected for its ethical business practices, sustainability 

initiatives and responsible leadership. The group has earned strong recognition for 

environmental, social and governance (ESG) performance. According to Brand Finance 

Sustainability Perceptions reports, Tata Group ranks among the leading sustainable brands 

in India and Asia-Pacific. 

 

Long-term Business Success 

Tata Group demonstrates that ethical values and sustainability contribute to long-term 

business growth and strong brand reputation. Its focus on employee welfare, environmental 

protection, community development and transparent governance has helped the company 

maintain customer trust and competitive advantage for many years. Sustainable practices 

also improve investor confidence and global brand value. 
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Volkswagen Tata Group 

 

 

 

Estimated comparative reputation & goodwill percentage trend between the Tata 
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Results and Discussion 

• Organizations implementing ESG practices achieve stronger customer trust and 

brand reputation. 

• Sustainable business practices improve long-term profitability and competitive 

advantage. 
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• Ethical governance increases investor confidence and stakeholder satisfaction. 

• Tata Group demonstrates how sustainability and ethics contribute to 

organizational success. 

• Volkswagen’s emissions scandal highlights the risks of unethical business practices 

and lack of transparency. 

• Sustainability and ethical leadership help organizations reduce risks and 

improve longterm resilience. 

 

Conclusion 

The study concludes that sustainability and ethical business practices are essential 

for modern organizations seeking long-term growth and competitive advantage. Businesses 

that follow ESG principles and maintain ethical governance are more likely to build 

customer trust, improve reputation and attract investors. 

 

The comparison between Tata Group and Volkswagen clearly demonstrates that 

ethical and sustainable practices positively influence organizational success, while unethical 

actions can lead to serious reputational and financial consequences. Therefore, 

sustainability and ethics should be viewed not only as social responsibilities but also as 

strategic business advantages. 
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