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Ethics as the Basis of Successful Corporate Governance 

Abstract: 

The connection between corporate success and levels of trust has already been proven for the liberal 
professions. We start from the premise that this statement is also true for other types of SME. The 
difference, however, lies in the fact that there is no association towards which the organisation of 
self-administration and self-regulation is oriented. Furthermore, the EU Commission is seeking to 
reduce or abolish existing self-regulations. It is therefore essential to develop interpersonal trust 
without this framework. The central factor in forging trust is found to be company ethics, because 
these guarantee both the development of and compliance with value systems. Due to the 
aforementioned altered conditions, these value systems are now company-specific.  
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Departing points: 

1. Which value systems do SMEs have at their command? 
2. Are company ethics the prerequisite for building interpersonal trust?  
3. How can the implementation of company ethics be guaranteed?  

 
1. Problem 

The specific nature of the relationship between the liberal professions and their customers is 
currently undergoing intensive empirical analysis.1 The results gathered thus far confirm a high 
level of trust as being the key success factor for the development of liberal professions. This high 
level of trust is neither threatened by the existing information asymmetry, nor by the fact of 
public accountants conducting auditing tasks, for example. In terms of their ownership structure, 

                                                            
1 Fink, M., Keßler, A.: Cooperation, trust and performance: Empirical results from three countries, British 
Journal of Management, 21, pp. 469-483 
Aschauer, E., Moro, A., Massaro, M.: 2014. The Auditor as a Change Agent for SMEs: The Role of Confidence, 
Trust and Personal Attachment. Review of Managerial Science (forthcoming) 
Aschauer, E., Fink, M., van Bakel-Auer, K., Warming-Rasmussen, B., Moro, A.: Trust Threat Argument revisited: 
Confidence, Trust and Professional Skepticism. (working paper)2014 
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the size of the companies and their market share, the liberal professions are service-oriented 
SMEs. Consequently, this research asks to what degree the hypothesis “A high level of trust is a 
determining factor for successful corporate governance” is also relevant to other service-oriented 
SMEs.  
 

2. The Defining Characteristics of the Liberal Professions 

“A characteristic of the Liberal Professions is their self-administration and their self-regulation.”2 
Even though these characteristics do exhibit some national differences, self-administration and 
self-regulation nevertheless constitute the central organisational form of the liberal professions. 
Self-administration is achieved by professional and financial decision-making autonomy. Self-
regulation serves on the one hand to ensure decision-making autonomy and on the other hand to 
ensure performance quality. Performance quality is also guaranteed by the fact that the services 
are largely conducted personally (in the medical profession exclusively personally) and 
autonomously. Part of the service package also includes services in the public interest. However, 
as the recipients of such services have no or little expertise in the area, the level of information 
asymmetry is very high.  
 
“In this context it is beyond dispute that the importance of the liberal professions cannot be 
measured purely in terms of economic criteria. According to their traditional self-conception, 
liberal professionals provide ‘superior services’, such as protecting the health of people and 
animals, functioning as an organ of law enforcement officers, auditing, or consulting in technical, 
pedagogical, cultural and artistic, or journalistic fields. Hence, it can be seen that the liberal 
professions are committed to the common good. Their non-economic aims, which are partly 
established in professional standards and regulations, make at times very high ethical and moral 
demands of liberal professionals, and the meeting of those demands should be of the highest 
priority.”3 
 
Fundamental to all of the liberal professions’ activities is a value system that is comprehensive 
and that has evolved over the course of their history. Professional ethics define the content and 
formal demands of each value system. Ethics should also be central to reviewing the realisation 
and the continued development of a value system. 
 
“In the Member States numerous other characteristics are mentioned, which are said to 
characterise liberal professions. These include:  
 

x the public interest aspect of the service; 
x the professionally and economically independent performance of tasks; 
x the independent and personal execution of services;  
x the existence of a special relationship of trust between client and contractor; and  

                                                            
2 EESC/COMM/05/2013: The State of Liberal Professions Concerning their Functions and Relevance to 
European Civil Society, p. 15 [own translation] 
3 Buchinger, St.: Freie Berufe  - Regulierungssysteme, 1999, p. 9 [own translation] 
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x the restraint of the profit-maximisation motive.”4 

These defining characteristics make it possible to forge interpersonal trust. The aim is to attain 
the highest possible level of trust, as this is the prerequisite for successful service provision. This 
high level of trust is particularly essential because the provision of services can occasionally lead 
to a result that differs from that expected by the consumer. Some examples of this are as follows: 

a) The patient is not healed. 
b) The public accountant does not provide an audit certificate. 
c) The lawyer loses a trial. 
d) The building planned by the architect has planning deficiencies.  

A high level of trust should ensure that the relationship between the liberal professions and the 
customer is sustained although the customer’s expectations were not fulfilled. Trust will 
ultimately be sustained if the consumer is convinced that no other liberal professional could have 
better satisfied their expectations.  

3. Congruence between the Defining Characteristics of the Liberal Professions with those of 

Service-oriented SMEs 

From a historical perspective, it can be seen that manual trades had also originally trusted in self-
administration and self-regulation as an organisational form. Each manual trade organised 
training and development for companies and their employees. Quality was ensured thanks to test 
volumes and contents being defined for every level of development within the trade. Specific 
value systems were created and developed; compliance to these systems was monitored within 
the framework of professional ethics. Self-administration was organised via dedicated societies. 
Subsequently, both self-administration and self-regulation were subsumed into legal frameworks.  
 
From the perspective of the EU Commission, regulations of this kind hamper competition. 
Consequently, such regulations in the Member States will be assessed and evaluated in 2015. In 
2016 a similar evaluation will also be conducted for the liberal professions. Ultimately, the aim of 
this evaluation is to largely abolish regulations of this kind.  
 
“As agreed to under Article 59 of the modernised Directive on the Recognition of Professional 
Qualifications and European Council Conclusions of October 2013, the following is intended to 
assist Member States and the Commission in the execution of the transparency exercise as set out 
in the Commission's Communication of October 2013. 

1. GENERAL CONSIDERATIONS 

In essence, the transparency and mutual evaluation exercise comprises the following steps: 
1. Mapping of all regulated professions. 
2. Screening by Member States of their mapped professions. 
3. The mutual evaluation of mapped professions between Member States. 
4. Action plans defining what measures Member States have identified for improvement. 

 

                                                            
4 EESC/COMM/05/2013: The State of Liberal Professions Concerning their Functions and Relevance to 
European Civil Society, p. 15 



4 
 
 

The Commission has set out a timetable to achieve this over two years and in time for the 
transposition of the modernised directive on the recognition of professional qualifications. The 
following note and the accompanying spread sheets are intended to assist Member States with 
the first step of this exercise. Member States should return completed spread sheets to the 
Commission by 1st March 2014. A European map of regulated professions will be made available 
by end March 2014 on the basis of your contributions.”5 
 
Consequently, service-oriented SMEs can – already to some degree, and presumably entirely in 
the future – no longer build on institutional organisational forms in terms of self-administration 
and self-regulation. 
 
This short analysis shows that there exists a substantial congruence between the defining 
characteristics of the liberal professions and those of other service-oriented SMEs. The decisive 
difference is that the institutional frameworks, which had been the basis of trust building, have 
disintegrated. 
 
It can therefore be assumed that the level of interpersonal trust is also a key success factor for 
other SMEs. Trust is necessary at an earlier point in time for SMEs than for liberal professions 
because, in contrast to the liberal professions, other SMEs are faced with freedom of choice with 
regard to the service provided. 
 
Among the liberal professions, the necessity of a service (e.g. drafting a contract, medical 
examinations, notarial deeds required by law) is clear from the outset. For the liberal professions, 
trust aims primarily at the selection of those persons who should provide the pre-established 
service. 
 
Among other types of SME, a particular service is often not necessary. Exceptions include 
imperative repairs, compulsory replacement investments and services for everyday use. Even pre-
sales advice requires trust with regard to the benefits derived from one service compared to 
another. If we pursue this theory – that the level of trust also decides the success of other types 
of SME – we encounter the question of the determinants for trust building.  
 

4. Determinants for Trust Building 

As the institutional requirements for trust building – such as quality controls by the respective 
professional association (society) of the liberal professions – have ceased to exist, it is necessary 
to introduce trust building on an individual company basis. In this regard, actions can be taken 
both within individual companies and within the liberal professions’ business association. The 
following measures are requisite in this respect:  
 
1. Creation and continued development of a value system that guarantees the defined benefit of 

the service for the consumer. 

                                                            
5 European Commission Directorate General Internal Market and Services (MARKT/E4/MH/ARES (2013) 
3846841): Mutual Evaluation on national regulations on access to professions – Mapping exercise, 28.11.2013, 
pp. 1f 
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2. Communication of the value system to the consumers.  
3. Guarantee of service provision in accordance with the value system. 
4. Creation of company ethics that define the content and formal demands of the value system. 

The level of interpersonal trust is ultimately dependent on the company ethics, as they are 
responsible for ensuring that the defined customer benefit is actually provided. The company’s 
value system is irrelevant if the company ethics do not ensure that a value system exists at all, 
that the value system is adequate for the customers’ needs, and that the communicated values 
are actually pursued.  

This leads to the hypothesis that company ethics are crucial for building interpersonal trust. When 
a company is consciously aware of and abides by its ethics, the longevity of the interpersonal trust 
is also safeguarded. 
 

5. Summary 

1. The studies presented show that interpersonal trust contributes demonstrably to corporate 
success in SMEs of the liberal profession type.  

2. The self-administration and self-regulation of the liberal professions create the preconditions 
for forging interpersonal trust.  

3. The basis for trust building is both a communicated value system and corporate ethics to 
ensure compliance with and the continued development of the value system.  

4. SMEs’ advantage lies in the fact that the fundamental trust in a liberal profession created by 
its self-administration and self-regulation markedly boosts the trade representative’s 
interpersonal trust.  

5. Due to the congruence of the liberal professions’ defining characteristics with the other types 
of SME, it can be postulated that interpersonal trust is also a key success factor for these 
other SMEs. 

6. Due to the lack of cross-company self-administration and self-regulation, the creation and 
continued development of a company-specific value system is essential.  

7. The company-specific value system itself does not, however, lead to the forging of 
interpersonal trust.  

8. It is only the implementation of company ethics, which has the central function of defining 
the content and formal demands of the value system, that leads to benefits for the consumer 
and hence to the building of interpersonal trust. 

9. It is therefore company ethics that constitute the basis for successful corporate governance 
for every single kind of SME.  

10. An investigation into the opinon of supervisory boards among the German populace can be 
seen as evidence of the increasing importance of company ethics. During a target-
performance comparison of professional competence, the criterion “ethical expertise” was 
also surveyed. On a scale of 1 (very negative) to 7 (very positive), the ideal value for ethical 
expertise was 5.46; the actual value, however, was 3.69. In comparison, the ideal value for 
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business expertise was 5.83, the actual value 4.54. This shows that the disparity between the 
target and the performance values in ethical expertise is comparably high.6  
 

 

  

                                                            
6 Voeth, M., Herbst, U.: Das Image von Aufsichtsräten der deutschen Bevölkerung, in: Der Aufsichtsrat, 07-
08.2014, p. 111 



7 
 
 

Bibliography: 

 
Aschauer, E., Moro, A., Massaro, M.: 2014. The Auditor as a Change Agent for SMEs: The Role of 

Confidence, Trust and Personal Attachment. Review of Managerial Science (forthcoming) 
Aschauer, E., Fink, M., van Bakel-Auer, K., Warming-Rasmussen, B., Moro, A.: Trust Threat Argument 

revisited: Confidence, Trust and Professional Skepticism. (working paper),2014 
Bamber, E., and V.M. Iyer. 2007. Auditors' identification with their clients and its effect on auditors' 

objectivity. Auditing͕�Ϯϲ͗�ϭവϮϰ͘ 
Barney, J.B., and M.H. Hansen. 1994. Trustworthiness as a source of competitive advantage. Strategic 

Management Journal, 15: 175–190. 
Bhattacharya, R., T.M.Devinney, and M.M. Pillutla. 1998. A formal model of trust based on outcomes. 

Academy of Management Review, 23: 459വ472. 
Buchinger, St.: Freie Berufe  - Regulierungssysteme, 1999. 
Dyer, J.H. and Chu, W. 2003. The role of trustworthiness in reducing transaction costs and improving 

performance: Empirical evidence from the United States, Japan, and Korea. Organization Science, 
ϭϰ͕�ϱϳവϲϴ͘ 

EESC/COMM/05/2013: The State of Liberal Professions Concerning their Functions and Relevance to 
European Civil Society 

European Commission Directorate General Internal Market and Services (MARKT/E4/MH/ARES 
(2013) 3846841): Mutual Evaluation on national regulations on access to professions – Mapping 
exercise, 28.11.2013 

Fink, M., and A. Keßler. 2010. Cooperation, trust and performance: Empirical results from three 
countries. British Journal of Management͕�Ϯϭ͗�ϰϲϵവϰϴϯ͘ 

Fink, M., R. Harms, and Möllering, G. 2010. A strategy for overcoming the definitional struggle. 
International Journal of Entrepreneurship and Innovation Management͕�ϭϭ͕�ϭϬϭവϭϬϲ͘ 

Fisman, R., and Khanna, T. 1999. Is Trust a Historical Residue? Information Flows and Trust Levels. 
Journal of Economic Behavior & Organisation, 38: 79–92. 

Gul, F. 1983. A note on the relationship between age, experience, cognitive styles and accountants' 
decision confidence. Accounting and Business Research, 14: 85–88. 

Kautonen, T., R. Zolin, A. Kuckertz, and A. Viljamaa. 2010. Ties that blind? How strong ties affect small 
business owner-managers’ perceived trustworthiness of their advisors. Entrepreneurship and 
Regional Development͕�ϮϮ͗�ϭϴϵവϮϬϵ͘ 

Kerler, W.A., and L.N. Killough. 2009. The effects of satisfaction with a client's management during a 
prior audit engagement, trust, and moral reasoning on auditors' perceived risk of management 
fraud. Journal of Business Ethics͕�ϴϱ͗�ϭϬϵവϭϯϲ͘ 

Larzelere, R., and T.L. Huston, 1980. The dyadic trust scale: Toward understanding interpersonal trust 
in close relationships. Journal of Marriage and the Family, ϰϮ͗�ϱϵϱവϲϬϰ͘ 

Lewicki, R.J., and B.B. Bunker.1996. Developing and Maintaining Trust in Work Relationships, in: 
Kramer, R.R., Tyler, T.R. (Eds.), Trust in Organisations: Frontiers of Theory and Research. Thousand 
Oaks: Sage, 114-139. 

Li, P.P. 2007. Towards an Interdisciplinary Conceptualization of Trust: A Typological Approach. 
Management and Organization Review, 3: 421–445. 

Rennie, M.D., L.S. Kopp, and W.M. Lemon. 2010. Exploring trust and the auditor–client relationship: 
Factors influencing the auditor's trust of a client representative. Auditing͕�Ϯϵ͗�ϮϳϵവϮϵϯ͘ 

Ring, P.S., and A. van de Ven, 1992. Structuring cooperative relationships between organizations. 
Strategic Management Journal͕�ϭϯ͕�ϰϴϯവϰϵϴ͘ 

Rotter, J.B. 1967. A new scale for the measurement of interpersonal trust. Journal of Personality, 35: 
ϲϱϭവϲϲϱ͘ 

Voeth, M., Herbst, U.: Das Image von Aufsichtsräten der deutschen Bevölkerung, in: Der Aufsichtsrat, 
07-08.2014 



8 
 
 

Zand, D.E. 1972. Trust and managerial problem solving. Administrative Science Quarterly͕�ϭϳ͗�ϮϮϵവϯϵ͘ 
 
 
 
  



9 
 
 

 



10 
 
 



11 
 
 



12 
 
 



13 
 
 



14 
 
 



15 
 
 



16 
 
 



17 
 
 



18 
 
 



19 
 
 



20 
 
 

 


