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ABSTRACT

KELLIE MCCORVEY. Do Ethics Matter? A Moderated Model for Effects of Ethical
Climates on Unethical Behavior in Organizations (Under the direction of Dr. DAVID
WOEHR)

This research empirically examined the impact of psychological ethical climates
on unethical behavior within organizations via a survey-based quantitative study of
working adults in U.S. firms. Ethical climate types within an organization were
hypothesized to influence individual propensity to engage in unethical behavior as
reflected by moral disengagement, ethical judgments, and unethical pro-organizational
behavior. The moderating influence of moral identity and situational strength on these
relationships was also hypothesized. Results showed that egoism climate was positively
correlated and principle climate was negatively correlated with the unethical behaviors in
this study. Further, egoism climate was found to have the strongest and most consistent
correlations with these behaviors, whereas benevolence climate was found to have no
significant correlations with these behaviors. Moral identity internalization, but not
moral identity symbolization, was found to have significant correlations with unethical
behavior as well as moderating effects on the relationships between ethical climates and
unethical behavior. Findings suggest that further study of egoism climates and moral
identity internalization is of particular importance for researchers seeking to better
understand the individual and contextual factors that influence unethical behavior and for
organizations seeking to minimize unethical behavior and maximize desirable outcomes.

Theoretical and practical implications and future research directions are discussed.
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CHAPTER 1: INTRODUCTION

Unethical behavior, defined as behavior that is inconsistent with societal or moral
norms (Trevino, Den Nieuwenboer, & Kish-Gephart, 2014), has been a topic of increased
interest among organizational behavior scholars over the last two decades, with corporate
scandals such as Enron and Salomon Brothers attributed in large part to unethical
behaviors of firm employees (McLean & Elkind, 2013; Prentice, 2002; Schminke,
Arnaud, & Kuenzi, 2007; Seeger & Ulmer, 2003; Sims & Brinkmann, 2002, 2003).

More recently, research has confirmed that unethical behavior in multiple financial
services institutions and rating agencies led to the subprime housing market crisis and
contributed to the U.S. 2007-2009 recession, during which unemployment peaked at 10%
and the Dow Jones Industrial Average dropped by 50% (Giacalone & Wargo, 2009;
McGillivary & Fung, 2013; Rogers, 2013; Schoen, 2017). Over the last few years,
unethical behavior in organizations has continued to result in public outcry, loss of
shareholder value, and criminal or civil penalties in industries as diverse as
pharmaceuticals (Turing Pharmaceuticals), technology (Theranos) and banking (Wells
Fargo). In many of these cases, the environments within these firms reportedly failed to
constrain the unethical behavior, and in some cases may have permitted or even
encouraged it. For example, Wells Fargo employees were found to have engaged in
opening unwanted or unauthorized checking, savings and credit card accounts for
customers due to distortion of the sales culture, which created unreasonable pressure on

employees to sell these products (Wells Fargo, 2017).



A broad review of the social science literature reveals that unethical behavior is
influenced by individual characteristics such as cognitive moral development,
Machiavellianism, work values, and philosophical orientation (Arciniega, Stanley, Puga-
Méndez, Obregdon-Schael, & Politi-Salame, 2017; Hegarty & Sims, 1978; Kish-Gephart,
Harrison, & Trevifio, 2010; Kohlberg & Kramer, 1969), by the moral intensity of an issue
(Jones, 1991), and by contextual factors like referent groups, codes of conducts, climate,
culture, and rewards or sanctions (Brown & Mitchell, 2010; Newman, Round,
Bhattacharya & Roy, 2017; Trevifio, 1986; Trevifio, Butterfield & McCabe, 1998). This
study focused on the impact of ethical! context, specifically ethical work climates, on
unethical behaviors in organizations, which is of particular importance for several

reasons.

First, managers have more control over the work environment than they do over
employee traits such as philosophical orientation or values (Trevifio, Weaver &
Reynolds, 2006). Because manager bring to the workplace a normative framework for
dealing with ethical issues that influences the organization’s ethical climate (Schminke,
Ambrose & Neubaum, 2005), organizations are able to influence employees’ ethical
behaviors through managerial policies, procedures and practices (Newman et al, 2017).
Second, Kohlberg and Kramer’s (1969) cognitive moral development theory suggests
that most adults make ethical decisions in large part based on external guidance.
Organizations are therefore powerful and pervasive sources of potential influences on

ethical decision-making (Kish-Gephart et al., 2010; Martin & Cullen, 2006; Treviio et

! One should note that the words “moral” and “ethical” commonly appear in the literature
interchangeably, and will thus appear this way throughout this document.



al., 2006). Third, social learning theory (Bandura & Walters, 1977) posits that human
behavior, and specifically unethical behavior, is responsive to referents like leaders,
peers, and social networks (Brass, Butterfield, & Skaggs, 1998; Brown & Mitchell, 2010;
Brown, Trevifio & Harrison, 2005; Jones & Ryan,1998; Ko, Ma, Bartnik, Haney & Kang,
2018; Moore, Mayer, Chiang, Crossley, Karlesky, & Birtch, 2019). Therefore,
employees may make ethical decisions based in part on how referent groups resolve
ethical dilemmas in the workplace, which is influenced by ethical climates (Fu &
Deshpande, 2012). These seminal theories help explain why ethical context within an
organization can influence individual ethical decision making and behaviors (Trevifio et
al., 2014). Therefore, understanding the impact of ethical context on unethical behavior

in firms is of great interest to both academics and practitioners.

Ethical climate is defined as a characteristic of an organization that determines what
constitutes ethical behavior at work (Victor & Cullen, 1988) or as the typical
organizational practices and procedures that have moral consequences (Martin & Cullen,
2006). The focus of this study was psychological ethical climate, which refers to an
“employee’s perception of the ethical practices and procedures that have ethical content
and the meaning assigned to them in his or her work environment” (Schwepker, 2013,
p.391). Ethical Climate Theory was first proposed by Victor and Cullen (1987, 1988) in
order to provide a framework and analytical tool for understanding normative
components of organizational work climates and how they influence behavior. Ethical
Climate Theory conceptualizes a typology of ethical climates based on three classical
philosophical approaches. Self-interest guides ethical decisions even to the possible

detriment of others in egoism ethical climates, an overarching concern for the well-being



of others guides ethical decisions in benevolence ethical climates, and deeply held,
personal moral convictions or a strong, pervasive set of rules, standard, or external codes
guides ethical decisions in principle ethical climates (Fritzsche & Becker, 1984; Victor &

Cullen, 1987, 1988).

The existence of distinct ethical climate types in organizations as well as their
impacts on both affect and behavior has been supported in numerous empirical studies
(Martin & Cullen, 2006; Kish-Gephart et al., 2010; Schminke, Arnaud, & Kuenzi, 2007).
Specifically, ethical work climates have been shown to predict several unethical
behaviors in organizations, with egoism climates generally predictive of higher frequency
of unethical behaviors and benevolence and principle climates generally predictive of
lower frequency of unethical behaviors (Martin & Cullen, 2006). These unethical
behaviors include stealing, lying, disobedience, and being an accomplice (Wimbush,
Shephard & Markham, 1997), bribery (Fritzsche, 2000), workplace deviance (Appiah,
2015), pro-social rule breaking (Baskin, Vardaman & Hancock, 2015), bullying
(Bulutlar & Oz, 2009), theft (Weber, Kurke & Pentico, 2003), misreporting (Smith,
Thompson & Iacovou, 2009), organizational misbehavior (Vardi, 2001), ethical
judgments (Shafer, 2008; Shafer, 2015), and other general unethical decisions (Flannery
and May, 2000; Fu & Deshpande, 2012; Peterson, 2002; Trevifio et al., 1998; Van Gils,
Hogg, van Quaquebeke & van Knippenberg, 2017). Additionally, research has shown
that ethical climates can also interact with traits, attitudes and behaviors to impact both
firm and individual outcomes (Myer, Thoroughgood & Mohammed, 2016; Stewart,

Volpone, Avery & McKay, 2011).



Despite the relative abundance of empirical studies, much is still unknown about
the impact of ethical climates on certain unethical behaviors in organizations (Newman et
al., 2017). Thus, this research examined the extent to which ethical climates impacted
unethical behavior as reflected by three less well-researched unethical behaviors: moral
disengagement, which refers to the cognitive mechanisms that people employ in order to
behave unethically without feeling distress (Moore, Detert, Treviio, Baker & Mayer,
2012); ethical judgments, which refers to an individual’s personal evaluation of the
degree to which some behavior within an organization is ethical or unethical (Sparks &
Pan, 2010) or to decisions made with respect to ethical or moral content (Akaah, 1996);
and unethical pro-organizational behavior, which is unethical behavior intended to
benefit the organization (Umphress, Bingham & Mitchell, 2010). This study proposed
that the type of ethical climate in an organization either encourages or suppresses moral

disengagement, ethical judgments and unethical pro-organizational behavior.

Both moral disengagement and unethical pro-organizational behavior involve
various types of rationalizations by which individuals justify their actions in order to
avoid self-censure and thus become more likely to engage in a variety of unethical
behaviors (Moore et al., 2012; Umphress, et al., 2010). In other words, “how individuals
process, frame, or understand information relevant to ethically meaningful decisions
plays an important role in their ethical and unethical choices” (Moore et al., 2012; p. 2).
Thus, a better understanding of how ethical climates impact these processes can
contribute to foundational knowledge on how frequently encountered unethical behaviors
are enacted. The third behavior in this study, ethical judgments, has been described as an

ill-defined “fuzzy” construct in that it represents a broad range of unethical decisions that



an individual might choose to make within an organization and has been operationalized
in multiple ways (Mudrack & Mason, 2013, p. 575). The strictness of ethical judgments
positively predicts ethical behavioral intentions (Pan & Sparks, 2012). Therefore,
understanding the impact of ethical climates on ethical judgments may result in better
understanding of the factors that influence a range of unethical behavioral intentions,
allowing for conclusions that are applicable more broadly and the identification of more
impactful prescriptions for minimizing their frequency.

A useful organizing mechanism for the unethical behaviors in this study is Rest’s
(1986) four stage ethical decision-making model for enacting moral behavior. Stage one
is moral awareness, stage two is moral judgment, stage three is moral motivation and
stage four is moral behavior (Rest, 1986). Moral disengagement involves minimizing,
justifying, or otherwise distorting the ethical content of an issue or decision, and therefore
aligns to the moral awareness stage, which refers to the recognition that a situation has
moral implications. Ethical judgments refer to the decisions that an individual must make
about the ethical course of action once he or she has identified that a situation has ethical
content, and therefore aligns to the moral judgment stage, in which the actor makes a
decision about whether an action is moral or not. Lastly, unethical pro-organizational
behavior involves the forming of intent to commit unethical behaviors in part because the
behavior will benefit the organization, and therefore aligns to the moral motivation stage,
in which the actor forms an intention to do what is morally right in consistency with his
or her values. Rest’s fourth stage, moral behavior, in which an actor elects to do what is
morally right, is left for future study, as most empirical studies of enacted behavior

appear to involve experimental study design, such as Weber et al.’s (2003) study of theft



in two health care provider firms. Thus, testing of the moral behavior stage was
precluded by the non-experimental design of this study. In summary, the present
research simultaneously tested the impact of ethical climates across three of four stages in
Rest’s moral ethical decision-making framework, allowing examination of the

correlations across these three stages within different ethical climates.

This study also examined the relationship between moral identity and unethical
behavior. Moral identity is defined as a self-conception organized around a set of moral
traits (e.g., honesty) that motivates moral action, or the extent to which morality is an
important part of an individual’s self-conception (Aquino & Reed, 2002; Shao, Aquino,
& Freeman, 2008). Moral identity has been shown to influence unethical behaviors as
well as to have interaction affects with moral disengagement and other unethical
behaviors (Detert, Treviiio & Sweitzer, 2008; Reynolds & Ceranic, 2007; Shao et al.,
2008). Thus, this study explored whether an individual’s moral identity affected his or
her propensity to engage in moral disengagement, ethical judgments, and unethical pro-

organizational behavior.

This study also investigated the moderating effects of moral identity and
situational strength on the relationships between ethical climates and unethical behavior.
Moral identity is a construct in which contextual influences can become salient and
influence different outcomes (Aquino et al., 2009; Goodman, 2000; Reed, Aquino &
Levy, 2007). Therefore, the organizational context, to the extent that it aligns with and
reinforces an individual’s moral beliefs, may encourage or suppress ethical behavior
(Trevino et al., 2014). The prediction that moral intensity moderates the relationship

between ethical climates and unethical decisions, including financial reporting, bribery,



cheating, self-interested behavior and unethical pro-organizational behavior, has been
supported in multiple studies (Aquino et al., 2009; Birtch & Chiang, 2014; Matherne I11
& Litchfield, 2012; Reynolds & Ceranic, 2007; van Gils et al., 2017). This study extends
the literature by investigating the moderating effect of moral identity on the relationships
between ethical climates and moral disengagement, ethical judgments and unethical pro-

organizational behavior.

Situational strength theory suggests that high degrees of congruence of individuals’
perceptions occurs in strong situations, in which there are unambiguous cues, clear
behavioral expectations and rewards for compliance (Beaty et al., 2001; Mischel, 1973;
Shin 2012; Smithikrai, 2008). In organizations with strong ethical climates, the norms
surrounding ethical behavior are unambiguous and provide clear expectations on what
constitutes ethical behavior throughout the organization (Bartels, Harrick, Martell, &
Strickland, 1998). Therefore, one would expect the most consistent behavior from
employees in strong situations (Schneider, Salvaggio and Subirats, 2002). Thus, this
study explored whether situational strength moderated the relationships between ethical
climates and unethical behavior such that the relationships became stronger when

situational strength was high.

In summary, this study empirically examined the impact of psychological ethical
climates on unethical behavior, as reflected by moral disengagement, ethical judgments,
and unethical pro-organizational behavior. This research extends the field of knowledge
by being among the first studies to empirically test the direct effects of ethical climate
type on moral disengagement (Trevifio et al., 2014) and unethical pro-organizational

behavior (Newman et al, 2017). This study also adds to the limited research on the



impact of ethical climate types on ethical judgments (Mudrack & Mason, 2013). Based
on a review of the literature, it appears this is one of the few research studies focused on
ethical climates to span three of the four stages in Rest’s ethical decision-making
framework, which allowed for correlative analysis between the moral awareness, moral
judgment and moral motivation stages (Musbah, Cowton & Tyfa, 2016). It also
examined the direct effects of moral identity on moral disengagement, ethical judgment
and unethical pro-organizational behavior. Lastly, it explored whether situational
strength and moral identity moderated the relationships between ethical climate types and
moral disengagement, ethical judgments, and unethical pro-organizational behavior,
which has been tested in a limited number of studies (Newman et al, 2017; Shin, 2012).
This research will improve academic understanding of ethical climate processes and
outcomes, and produces useful, practical insights by which organizations can endeavor to

actively instill or enhance ethical climates in order to maximize desirable outcomes.

The remainder of this document is organized as follows. First, the theoretical
framework and model is introduced and the primary and secondary research questions
that this study sought to answer are outlined. The extant literature is then reviewed and
the research hypotheses are positioned within the context of the broader body of research.
Next, information is provided about the methodological approach to this study, including
details on the criteria by which the study participants were identified, operationalization
of the measures, data collection practices, and the methods that were used to analyze the
data. Lastly, results are summarized, implications for research and practice are outlined,

and limitations and areas for future research are discussed.
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CHAPTER 2: THEORETICAL FRAMEWORK, LITERATURE REVIEW AND
HYPOTHESES DEVELOPMENT

2.1 Theoretical Framework

Ethical climate types as defined by Ethical Climate Theory (Victor & Cullen, 1987)
have been shown to impact unethical behavior in different ways. In most empirical
studies, egoism climates were predictive of higher unethical behaviors whereas
benevolence and principle climates were predictive of more ethical decision-making
(Martin & Cullen, 2006; Trevifio et al., 2014). For example, principle climates were
found to be positively correlated with ethical behavior, lower misreporting and more
ethical judgments (Fritzsche, 2000; Peterson, 2002; Smith et al., 2009), and benevolence
climates were positively correlated with ethical optimism (i.e., the belief that ethical
behavior will lead to career success) as well as with ethical behavior (Deshpande, George
& Joseph, 2000; Fritzsche, 2000). In contrast, egoism climates were positively correlated
with unethical behaviors, higher misreporting, and lower ethical optimism (Deshpande et
al., 2000; Smith et al., 2009; Trevifio, Butterfield & McCabe, 1998). These results are
confirmed by Kish-Gephart et al.’s (2010) meta-analysis, in which they found that
egoism climates increased unethical choices, although the predictive strength was weak,
whereas benevolence and principle climates decreased unethical choice, with moderate

predictive strength.
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The primary research question this study sought to answer is:

To what extent do psychological ethical climates impact unethical behavior, as
reflected by moral disengagement, ethical judgments, and unethical pro-

organizational behavior, in organizations?

While prior research, as described above, supports a positive relationship between
egoism climates and unethical behavior and a negative relationship between benevolence
and principle climates and unethical behavior, the literature is largely silent on the impact
of ethical climates on moral disengagement (Trevifio et al., 2014) and unethical pro-
organizational behavior (Newman et al, 2017), and has produced mixed results on the
impact of ethical climates on ethical judgments (Mudrack & Mason, 2014). To fill this
gap in the literature, this study explored the relationships between ethical climate types
and moral disengagement (MD), ethical judgments (EJ) and unethical pro-organizational

behavior (UPB), as depicted in the research model presented in Figure 1.

Specifically, this study proposed that egoism climates were positively correlated with
MD, EJ and UPB (H1a), whereas benevolence and principle ethical climates were
negatively correlated with MD, EJ and UPB (H1b). This study further proposed that
moral identity (MI) was negatively correlated to these unethical behaviors (H2), and that
MI also moderated the relationships between ethical climate types and unethical
behavior, such that a stronger moral identity decreased the magnitude of the positive
effect of egoism climates on these behaviors (H3a) and increased the magnitude of the
negative effect of benevolence and principle climates on these behaviors (H3b). This
study also proposed that situational strength (SS) moderated the relationships between

ethical climate types and MD, EJ and UPB, such that the hypothesized relationships were
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stronger when situational strength was high as compared to when it was low (H4).
Lastly, this study proposed that SS moderated the relationships between MI and these
unethical behaviors, such that when situational strength was high, the negative effect of
MI on MD, EJ and UPB became stronger in benevolence and principle climates and the

positive effect of MI on MD, EJ and UPB in egoism climates became weaker (HS5).

In addition to the primary research question, this study also sought to answer the

following secondary research questions:

o How reliable is the Victor and Cullen (1988) Ethical Climate scale (i.e., do
the factors load onto the ethical climate types as predicted by prior research)?

o Do the correlations across the stages of Rest’s ethical decision-making
framework (Rest, 1986) vary by ethical climate type?

o Does perceived ethical climate vary as a result of individual characteristics

(i.e., gender and age)?

The theoretical model was motivated by positioning it relative to the extant literature.
The remainder of this chapter proceeds as follows: literature review comprised of a brief
overview of organizational climate theory, discussion of the ethical climate literature, and
discussion of unethical behavior with a focus on the literature related to moral
disengagement, ethical judgments and unethical pro-organizational behavior, followed by
proposal of hypotheses. An overview of the literature review approach is provided in

Appendix 1.
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2.2 Literature Review

Organizational climate theory. Ethical Climate Theory (ECT) as conceptualized by
Victor and Cullen (1987) derives from organizational climate theory, which builds upon
postulations from social learning theory that humans acquire new patterns of behavior
through both direct experience as well as through observational learning (Bandura, 1977;
Bandura, 1991). Differential reinforcement leads to the retention of behaviors that
produce favorable effects and to the discarding of behaviors with non-favorable effects.
Individual behavior is thus impacted by the environment. Organizational or work climate
is conceptualized as a psychologically meaningful, molar construct that is concerned with
the meaning that employees attach to the policies, practices, and procedures, both formal
and informal, that they experience and to the behaviors they observe being rewarded,
supported, and expected (Reichers & Schneider, 1990; Schneider, 1975, Schneider,
Ehrhart & Macey, 2013). Kurt Lewin is generally considered to be the first researcher to
document what is now known as climate, which he referred to alternatively as
“atmosphere”, “psychological atmosphere”, or “social climates” (Lewin, Lippitt &
White, 1939). Over time, researchers came to agree that there is no single type of climate
and that multiple types of climates can exist simultaneously in organizations (Schneider,
1975). Kuenzi and Schminke (2009) described four primary facet-specific organizational
climates: behavioral guidance (e.g., ethics), involvement (e.g., participation),
development (e.g., innovation), and core operations (e.g., service). They also listed

several important outcomes of climate, including motivation, job satisfaction, attitude

towards the group, innovation and productivity.
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An important distinction is made between psychological climate, which is an
individual-level construct which reflects an individual’s perception of the work
environment (Jones & James, 1979), and organizational climate, which is a group-level
construct that refers to the shared perceptions among unit employees of procedures,
policies and practices that the organization rewards, supports, and expects (Schneider &
Reicher, 1983). Psychological climates can vary even when individuals are exposed to
the same work context, as “psychological climates scores will reflect individual
characteristics involved in the processes of perception and concept formation as well as
characteristics of the situation being perceived” (Jones & James, 1979, p. 204).
However, when perceptions of the environment are shared across individuals within an
organization, individual perceptions may be aggregated to represent organizational

climate (Glick, 1985; Glick, 1988; Glisson & James, 2002).

Psychological climate as a construct is rooted in the notion that the environment
impacts behavior through the lens of individual perception, and has been extensively
studied in the years since Lewin (1951) first formulated behavior as a function of the
individual and his or her psychological environment. Research has shown that
psychological climate impacts key cognitive and affective states and outcomes, including
job satisfaction, commitment and well-being (Carr, Schmidt, Ford, & DeShon, 2003;
James & Tetrick, 1986), as well as ethical and unethical decision making and behavior
(Martin & Cullen, 2006). Situational strength theory suggests that aspects of
psychological climate provide information that influence individual-level variables such
as encoding, expectancies, and response pattern generation, and, therefore, affect

cognitive and behavioral activities (Mischel, 1973). In order to identify situations that
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are more likely to exert more powerful effects on individual behavior, and, conversely,
when individual variables are likely to be more influential, Mischel (1973) proposed the

following conditions for strong and weak situations:

Psychological “situations” and “treatments” are powerful to the degree that they
lead all persons to construe the particular events the same way, induce uniform
expectancies regarding the most appropriate response pattern, provide adequate
incentives for the performance of that response pattern, and instill the skills
necessary for its satisfactory construction and execution. Conversely, situations
and treatments are weak to the degree that they are not uniformly encoded, do not
generate uniform expectancies concerning the desired behavior, do not offer
sufficient incentives for its performance, or fail to provide the learning conditions

required for successful construction of the behavior. (p. 276)

In other words, high degrees of congruence of individuals’ perceptions occur in strong
situations, in which there are unambiguous cues, clear behavioral expectations and
rewards for compliance (Beaty et al., 2001; Shin 2012; Smithikrai, 2008). Therefore, one
would expect the most consistent behaviors from employees in strong situations

(Schneider, Salvaggio and Subirats, 2002).

Climate strength, defined as the degree of agreement about climate within a unit or
an organization (Lindell & Brandt, 2000), is a form of situational strength, and therefore
should predict situations that are more likely to influence consistent individual behavior.
For example, when climate is both positive and strong, one would expect the most
consistently positive behavior from employees, and when climate is both negative and

strong, one would expect the most consistently negative behaviors (Schneider, Salvaggio
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and Subirats, 2002). The prediction that climate strength attenuates the relationship
between organizational climate and behaviors has been supported empirically. For
example, Gonzéalez-Roma4, Peir6 and Tordera (2002) found that climate strength
moderated the relationships between climate and work satisfaction and between climate
and organizational commitments, such that the relationships became stronger as climate
strength increased. However, other researchers, such as Lindell and Brandt (2000), have

failed to find support for climate strength as a moderator of these types of relationships.

Ethical climate theory. Victor and Cullen (1987, 1988) formulated ECT based on
the observation that the ethics of employees result from their own moral characters to
some extent, but are also partly derived from an adherence to the prevailing values of the
organization. They proposed that organizations and subgroups within organizations
develop different normative systems that are known to organizational members and are
perceived as a type of work climate (Victor and Cullen, 1987, 1988). The authors noted
that “once in an organization, employees learn ‘the right way’ of behaving through
formal and informal socialization’’ (Victor & Cullen, 1987). Thus, there exists a
perceived work climate which both reflects and defines the ethics of an organization

(Shafer, 2008).

Ethical climate is a specific type of work climate in that it is a stable, enduring
characteristic of an organization that supports or does not support ethic-related attitudes
and behaviors (Trevifio et al., 1998; Victor & Cullen, 1987, 1988; Weber & Seger, 2002).
Ethical climate is defined as the “prevailing perceptions of typical organizational
practices and procedures that have ethical content” and “those aspects of work climate

that determine what constitutes ethical behavior at work™ (Victor and Cullen, 1988, p.
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101), or as a “group of prescriptive climates reflecting the organizational procedures,
policies, and practices with moral consequences” (Martin & Cullen, 2006, p. 177). The
focus of this study is psychological ethical climate, which refers to an “employee’s
perception of the ethical practices and procedures that have ethical content and the
meaning assigned to them in his or her work environment” (Schwepker, 2013, p. 391).
Since psychological ethical climate is reflective of an individual’s unique viewpoint,
perceptions of ethical climate can vary due to individual characteristics. For example,
perceived ethical climates have been found to vary based on age, gender, job tenure,
educational level, and role in organization (Buchan, 2009; Deshpande, 1997; Forte, 2004;

Goldman & Tabak, 2010; Vardi, 2001).

Broadly speaking, ethical climates emerge in response to three classifications of
antecedents: external organization context, organizational form, and strategic orientation
(Martin & Cullen, 2006). External organization context is based on the concept of
institutional isomorphism, in which organizations that face the same set of environmental
conditions become homogenized over time (Dimaggio & Powell, 1983). Through this
process, “organizational characteristics are modified in the direction of increasing
compatibility with environmental characteristics” (Dimaggio & Powell, 1983, p. 149).
Therefore, contexts can become shared across organizations and thus give rise to similar
work climates. Limited research has been done on the impact of external organizational
context, including industry, on ethical climate (e.g., Deshpande et al., 2000; Sommer,
Welsh & Gubman, 2000). In addition, some studies have examined national cultural
impacts on ethical context more broadly (Cullen, Parboteeah & Hoegl, 2004; Kuntz,

Kuntz, Elenkov & Nabirukhina, 2013; Singhapakdi, Karande, Rao & Vitell, 2011). For
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example, Cullen et al. (2004) applied institutional anomie theory to predict the
willingness of managers from 28 countries to justify ethically suspect behaviors. They
found that the cultural values of universalism and pecuniary materialism and the social
institutions of industrialization, family breakdown, and educational attainment explained

variance between nations.

Organizational form as an antecedent of ethical climate relies on Ouchi’s (1980)
theory of markets, bureaucracies, clans, in which market-based economies are determined
by prices, bureaucracies are governed by norms, reciprocity and rule structures, and clans
enforce values upon group members. These transactional organizational forms have been
found to differentially impact perceptions of ethical work climate (Agarwal & Malloy,
1999; Brower & Shrader, 2000; Deshpande, 1996a; Ferrell & Skinner, 1988). Agarwal
and Malloy (1999) found that two distinct benevolence climates emerged in their study of
a not-for-profit firm, in contrast to the single benevolence climate found by Victor and
Cullen in their seminal 1988 study. They also observed the ethical climates that emerged
in the not-for-profit firm occupied the individual and cosmopolitan, but not the local, loci
of analysis. Brower and Shrader (2000) found that for-profit companies had climates
higher in egoism and lower in benevolence factors than did not-for-profit firms.
Deshpande (1996a) verified the existence of four ethical climate types (professional,
rules, caring, and instrumental) in their study of a not-for-profit firm. They also found
that managers in the not-for-profit displayed lower ethical optimism than did the
managers in Vitell and Davis’s (1990) study of a for-profit firm. Lastly, Ferrell and
Skinner (1988) found that bureaucratic structure (i.e., the degree of formalization,

centralization and controls) influenced ethical behavior in marketing organizations.
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Based on review of the literature, it appears that the most widely studied ethical
climate antecedent is strategic and managerial orientation. Research on this topic
includes studies of leader characteristics such as ethical and moral development
(Demirtas & Akdogan, 2015; Wu, 2017), in which more ethical leaders were found to be
positively predictive of more ethical climates. Other research explores the effect of
management styles and organizational fit (Ambrose et al., 2008; Parboteeah, Chen, Lin,
Chen, Lee & Chung, 2010). Ambrose et al. (2008) found that the degree of fit between a
person’s moral development and the ethical climate of his or her organization was
positively related to job satisfaction and organizational commitment, and negatively
related to turnover intentions. Partboteeah et al. (2010) found that empowerment was
negatively related to the egoism climate and positively related to benevolence and

principle climates, while communication was positively related to principle climates.

Another group of research in this area focuses on the impact of ethical codes and
policies on ethical climates (Ferrell & Skinner, 1988; Hunt & Vitell, 1986; Manroop,
2015; McCabe, Trevino, & Butterfield, 1996; Peterson, 2002; Treviiio et al., 1998;
Weber, 1993). Ferrell and Skinner (1988) found that the existence of an ethical code was
positively related to perceived ethical behavior and that enforcement of an ethical code
positively predicted ethical behavior of data subcontractors and research firms, but did
not predict that of corporate researchers. This result is supported by McCabe et al.
(1996) and Peterson (2002), who each found that the presence of a code of ethics was
negatively predictive of unethical behavior. Lastly, Treviio et al. (1998) found that

ethical culture was most strongly associated with observed unethical behavior in
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organizations with a code of ethics, whereas ethical climate was a better predictor of

observed unethical behavior in organizations without a code of ethics.

Finally, some research is focused on the relationships between ethical climates and
rewards and punishments (Hegarty & Sims, 1979; Manroop, 2015; Weber, 1993). Weber
(1993) laid out a research agenda in which he called for empirical investigation into the
relationships between codes of ethics and ethical climates (among others), as well as
between enforcement mechanisms and ethical climates. Manroop (2015) postulated that
human resource systems may support a firm’s competitive advantage to the extent that
they facilitate the development of ethical climates that align with and support the firm’s
market position. For example, he proposed that “firms whose market position calls for a
caring climate and whose HR systems facilitate the development of such climate by
emphasizing behaviors inspired by a concern for the welfare of other organization
members will have competitive advantage” (Manroop, 2015, p.194). Hegarty and Sim
(1979) provided empirical support that the incidence of unethical decision behavior was
higher in the condition when unethical decision behavior was extrinsically rewarded, and

that a threat of punishment tended to counterbalance this effect.

Victor and Cullen (1987, 1988) theorized nine types of ethical climate based on a
matrix of three philosophical approaches on one axis and three levels of analysis on the
other axis. The three philosophical approaches refer to the rationale used when
evaluating the ethical content of a decision and correspond to those used in Cognitive
Moral Development (CMD) theory (Kohlberg & Kramer, 1969). CMD theory postulates
that humans develop through three hierarchical levels of moral development aligned to

philosophy’s three major classes of ethical theory, in which the individual’s moral
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judgment grows less dependent on outside influences in each successive level (Kohlberg
& Kramer, 1969; Trevifio & Youngblood, 1990). In Victor and Cullen’s (1987, 1988)
ECT framework, the self-interest orientation, or egoism, corresponds to the theory of
rights, in which a decision maker is guided by ensuring respect for the rights of
individuals, such as the right to free consent (Fritzsche & Becker, 1984). The caring
orientation, or benevolence, corresponds to utilitarianism, a teleological theory in which
ethical decisions are made by evaluating the potential consequences to various
stakeholders, the probability of those consequences, the relative desirability of those
consequences across stakeholder groups, and the relative importance of those stakeholder
groups to the decision (Fritzsche & Becker, 1984). Lastly, the principle orientation
corresponds to the theory of justice, a deontological perspective in which an individual
evaluates the ethical behavior based on the inherent rightness or wrongness of the

behaviors by comparing them to deontological norms (Fritzsche & Becker, 1984).

To form the other dimension of analysis Victor and Cullen drew on Merton and
Merton’s (1968) social referent group theory to specify three loci of analysis — individual,
which refers to a focus on oneself; local, which refers to a focus on a unit or an
organization; and cosmopolitan, which refers to a focus on broader society. These loci of
analysis are consistent with CMD theory, which posits that the focus of ethical decisions
changes as individuals advance to higher stages of moral cognitive development
(Kohlberg & Kramer, 1969). The three loci, when combined with the three philosophical
approaches, resulted in a three by three matrix, as depicted in Figure 2, that contained
nine theoretical ethical climates representing potential organizational normative

structures (Victor & Cullen, 1987, 1988).
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Victor and Cullen (1987, 1988) developed and validated a 26-item Ethical Climate
Questionnaire (ECQ) scale as a method for assessing ethical climate based on the
assumptions that each company has its own ethical climate, that group members know
what the ethical climate is, and that group members can describe the climate in an
objective way (Cullen, Victor & Stephens, 1989). The authors used the ECQ to assess
the ethical climates in four different organizations — a printing company, a manufacturing
plant, a savings and loan bank and a telephone company, with the result that they were
unable to confirm the existence of all nine theoretical ethical climate types (Cullen et al.,
1989, Victor & Cullen, 1988). Instead, five empirically derived climates emerged

(Instrumental, Caring, Independence, Rules, Law and Code), as depicted in Figure 3.

Victor and Cullen (1988) found evidence that not only did the organizations in the
study have combinations of various ethical climates, but that they each also had distinct
and identifiable ethical climates, which the researchers attributed in part to differences in
social norms and organizational forms across the firms. The printing company had the
highest level of independence climate and the lowest level of rules and law and code
climates. In contrast, the savings and loan bank had the greatest emphasis on the rules
and law and code climates and the least emphasis on independence climate. The
manufacturing plant and the telephone company had climates that were similar to that of
the savings and loan bank; however, the plant had lower emphasis on rules climate

whereas the telephone company had lower emphasis on law and code climate.

These empirically derived ethical climate types have been confirmed by several
studies spanning different industries (Ambrose, Arnauld & Schminke, 2008; Elm &

Nichols, 1993; Rothwell & Baldwin, 2007; Wang & Hsieh, 2013) and multiple countries,
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including the United States, China, Denmark, Turkey, Nigeria, Russia, Libya, Australia
and South Africa (Fu & Deshpande, 2012; Lemmergaard & Lauridsen, 2008; Parboteeah
et al., Seriki & Hoegl, 2014; Shacklock, Manning & Hort, 2013). Because these ethical
climate types are the ones that have been most researched, a brief explanation of each

follows.

Instrumental: Occupies the egoism ethical criteria at the individual and local loci
of analysis. Characterized by statements such as “In this company, people protect
their own interests above all else” (Victor & Cullen, 1988). Self-interest guides
ethical decisions, even to the possible detriment of others. Studies have supported
that instrumental climates are the least preferred due to negative effects on
desirable organizational outcomes such as organizational commitment and

person-organization fit (Cullen et al., 2003, Sims and Keon, 1997).

Caring: Occupies all three loci of analysis for the benevolence ethical criteria,
thus corresponding to the utilitarianism philosophy, in which the greatest good
drives ethical decision-making processes. Characterized by statements such as
“In this company, people look out for each other’s good” (Victor & Cullen, 1988).
Employees perceive that the organization’s policies, practices and strategies
support decision-making that is best for others within the organization as well as
for broader society. Studies have supported that caring climates are the most

preferred (Cullen et al., 2003).

Independence: Occupies the principle ethical criteria and the individual locus of
analysis. Characterized by statements such as “In this company, people are

expected to follow their own personal and moral beliefs” (Victor & Cullen, 1988).
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Individuals who perceive independence climates believe that ethical decisions
should be based on deeply held personal moral convictions without substantial

regard for outside influence (Elm & Nichols, 1993; Martin & Cullen, 2006).

Rules: Occupies the principle ethical criteria and the local locus of analysis.

Characterized by statements such as “Successful people in this company go by the
book” (Victor & Cullen, 1988). Ethical decisions are based on a strong, pervasive
set of local rules and standards, and organizational policies and procedures are the

primary guides for ethical decision making.

Law and Code: Occupies the principle ethical criteria and the cosmopolitan locus
of analysis. Characterized by statements such as “In this company, people are
expected to strictly follow legal or professional standards” (Victor & Cullen,
1988). Ethical behavior is guided by external codes such as law, professional
codes of conduct, or the Bible. Firms that are highly regulated, such as nuclear
power, pharmaceuticals, or financial services, may be more likely to manifest law

and code climates (EIm & Nichols, 1993).

Although these five ethical climates have been confirmed across multiple studies,
several researchers have identified significant variations in climate factor structures. For
example, Cullen et al. (1993) derived seven distinct ethical climate types using a
modified 36-item ECQ that was later validated by Vaicys, Barnett, and Brown (1996).
Five climate types emerged from Wimbush et al.’s (1997) multi-level study of the
impacts of ethical climates on unethical behaviors among retail store employees, with the
independence, caring, and instrumental climates consistent with those found by Victor

and Cullen (1987, 1998). However, a new service climate emerged that centered on
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responses to service-related items of the ECQ scale, as well as what they termed a “law
and rules climate” that spanned Victor and Cullen’s (1987, 1988) law and code and rules
climates. The latter result has been replicated across multiple studies (Rothwell &
Baldwin, 2006; Vaicys et al., 1996; Yener, Yaldiran and Ergun, 2012). Other notable
examples include Ruppel and Harrington (2000), who identified four distinct climates in
their survey of IT managers, of which one was an “organizational interests” climate
comprised of the benevolence and egoism criteria at the individual loci of analysis that
had not been previously identified. Lastly, Cullen et al. (2003) were able to validate eight
of the nine theoretical climate types, whereas Trevifio et al. (1998) were able to validate
seven climate types, including the “efficiency” climate that occupied the egoism criteria

at the cosmopolitan locus of analysis.

Many researchers have shown that not only can multiple ethical climates coexist
in an organization, but that they also influence employees’ behaviors and attitudes in
different ways. For example, relationships have been found between ethical climates and
organizational commitment, in which instrumental climates generally had negative
impacts and benevolence and principle climate generally had positive impacts (Ambrose
et al., 2008; Cullen et al., 2003; Huang, You, & Tsai, 2012; Martin & Cullen 2006; Tsai
& Huang, 2008). Analogous results have been found for the relationships between
ethical climates and job satisfaction (Ambrose et al., 2008; Deshpande 1996b; Elci &
Alpkan, 2009; Goldman & Tabak, 2010, Martin & Cullen, 2006; Wang & Hsieh, 2013),
turnover intentions (Ambrose et al., 2008; Demirtas & Akdogan, 2015), engagement

(Yener, Yaldiran & Ergun, 2012), managerial success (Deshpande, 1996a; Deshpande et
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al., 2000), and communication (Rothwell & Baldwin, 2006, 2007; Ruppel & Harrington,

2000; Wang & Hsieh, 2013).

Research has shown that ethical climates also have interaction effects with
employee traits, attitudes and behaviors. For example, in an interesting study of Chinese
CPA firms, Shafer (2008) found that ethical climate types moderated the relationship
between ethical orientation (idealism vs. relativism) and intentions to commit ethically
questionable acts. High relativists were significantly influenced by the perceived
organizational ethical climate (egoism/local, benevolence/cosmopolitan,
principle/cosmopolitan), but low relativists were not similarly influenced. In another
study, Barnett and Vaicys (2000) demonstrated that dimensions of benevolence climate
moderated the relationship between individual ethical judgments and behavioral
intentions, such that as the perception of this climate increased, the relationship between
individual ethical judgments and behavioral intentions became weaker. Additionally,
studies have examined the moderating effect of ethical climate types on the relationships
between other types of work climates and key individual and organizational outcomes.
For example, Stewart, Volpone, Avery & McKay (2011) found that ethical climate types
moderated the relationship between diversity climate and turnover intentions, such that
the diversity climate had a stronger negative relationship to turnover intentions in
benevolence or principle climates. In another study, Myer, Thoroughgood and
Mohammed (2016) found that ethical climate moderated the relationship between sales
climate and firm performance. Specifically, firms that focused on customer needs and
expectations (i.e., high service climate) experienced better financial performance when

ethical climate was strong and worse financial performance when ethical climate was
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weak. However, firms that focused less on customer needs (i.e., low service climate)
achieved higher financial performance when ethical climate was weaker.

In addition to moderation effects, ethical climates have also been shown to
mediate the relationships between ethical leadership and key individual outcomes,
including employee misconduct (Mayer, Kuenzi & Greenbaum, 2010) and organizational
citizenship behaviors (Shin, Sung, Choi & Kim, 2015). Mayer, Kuenzi and Greenbaum
(2010) found that ethical leadership was positively related to ethical climate and that
ethical climate was negatively related to employee misconduct, relationships that had
been previously empirically supported (Martin & Cullen, 2006; Schminke et al., 2005).
However, they also tested and confirmed that ethical climate mediated the relationship
between ethical leadership and employee misconduct. Similarly, Shin, Sung, Choi and
Kim (2015) found that top management ethical leadership was positively related to firm-
level organizational citizenship behaviors, and that this relationship was fully mediated
by ethical climate. However, the authors failed to find support for ethical climate as a
mediator between top management ethical leadership and firm performance. Both of
these studies contributed to a better understanding of the organizational processes
underlying these important relationships.

The present study examined ethical climates as defined by ECT, since it is the most
well-developed and used theoretical framework for examining ethical climates (Arnaud,
2010; Fritzsche, 2000). However, based on observations that different clusters of climate
types have emerged across studies, several researchers have questioned whether the nine
theoretical climate types represent distinct and independent aspects of an ethical climate

(Fritzsche, 2000; Peterson, 2002; Trevifio et al., 1998; Wimbush et al., 1997). Another
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group of ECT critics have focused on the question of whether the model is
comprehensive enough to capture the true breadth of the ethical climate construct
(Arnaud, 2010). Researchers have proposed several alternative ethical climate
frameworks, scales, or typologies that address these criticisms (Arnaud, 2010; Babin,
Boles & Robin, 2000; Cohen, 1995; Reidenbach & Robin, 1991; Weber, 1993). A brief

summary of the key alternative ethical climate theories is provided in Appendix 2.

Ethical climates and unethical behaviors. One of the most widely cited
ethical/unethical behavior models is Trevifio’s (1986) person-situation interaction model,
which proposes that (un)ethical decision-making is predicted by an individual’s cognitive
moral development and is influenced both by individual characteristics, such as moral
identity and ego strength, and by contextual factors, such as organizational climate or
culture. Trevino’s (1986) person-situation interaction model builds on CMD theory,
which, as discussed earlier, proposes that as humans develop through three hierarchical
levels of moral development (pre-conventional, conventional and principled), moral
judgment becomes less dependent on external influences (Kohlberg & Kramer, 1969).
Although an individual’s cognitive moral development and other characteristics
influences ethical decision making, Trevifio (1986) recognized that social context also
influences behavior. This led her to conclude that “ethical/unethical behavior in practical
situations is not simply a product of fixed individual characteristics, but results from an
interaction between the individual and the situation” (Trevifio, 1986, p. 610). Extensive
empirical evidence for the influence of ethical climates on unethical behavior in
organizations has been documented in multiple literature reviews of ethical decision-

making studies (Craft, 2013; Ford & Richardson, 1994; Loe, Ferrell & Mansfield, 2000;
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O’Fallon & Butterfield, 2005) as well as in two widely-referenced meta-analysis studies

(Kish-Gephart et al., 2010; Martin & Cullen, 2006).

Unethical behavior is defined as behavior that is inconsistent with societal or moral
norms (Trevifio et al., 2014). Unethical behavior in organizations is not synonymous with
illegal behavior, as some unethical behaviors, such as lying or cheating, may not break
the law, while other unethical behaviors, such as failing to help someone in obvious
danger or distress, may be within legal but not moral bounds. Unethical behavior is also
distinct from organizational deviance or misbehavior, which refers to intentional actions
that are opposed to organizational vs. social norms and values (Trevifo et al., 2014;
Vardi & Wiener, 1996). Other constructs in this nomological net that are distinct from
unethical behavior include counterproductive work behavior, defined as any act by a
member of an organization that is obviously likely to do harm and produce no benefit to
other members of the organization or the organization as a whole (Marcus, Schuler, Quell
& Hiimpfner, 2002), and anti-social behavior, defined broadly to include “negative
behaviors in organizations” (Robinson & O’Leary-Kelly, 1998, p. 658). Robinson and
O’Leary-Kelly (1998) used the latter term to encompass several types of behavior that
violate work norms, including deviant behaviors (e.g., sexual harassment), aggressive
work behaviors (e.g., anger), and organizational misbehaviors (e.g., lying, unexcused
absenteeism). Despite its popularity as a topic of interest for organizational behavior
scholars, progress on research on unethical behavior has suffered due to lack of a
consistent construct. In fact, only two broad-based measures of unethical behavior in the

workplace have been developed to-date: Newstrom and Ruch (1975) developed a widely
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used 17-item scale and Kaptein (2008) developed and validated a 37-item scale based on

stakeholder theory.

A survey of studies that examine the impacts of ethical climates, as measured by the
ECQ (Victor & Cullen, 1987, 1988) on unethical behaviors reveals several key patterns.
First, in general terms, egoism climates have been shown to lead to higher unethical
behavior whereas benevolence and principle climates have been shown to lead to lower
unethical behavior. Second, several studies have disconfirmed these results, and in some
cases, have shown the opposite relationships. Lastly, several studies were unable to
confirm any relationships between ethical climates on unethical behavior. This may
suggest that there are moderating or mediating factors that may alter the outcomes. A
summary of the results of 36 empirical studies published between 1993 and 2018 on the
effects of ethical climates, as measured by Victor and Cullen’s (1987, 1988) Ethical

Climate Questionnaire, on unethical behavior is provided in Appendix 3.

Egoism climates have been consistently positively correlated with unethical
behaviors such as workplace deviance, pro-social rule breaking, bullying, corruption,
mis-reporting, organizational misbehavior, being an accomplice and other unethical
conduct (Arnaud & Schminke, 2012; Baskin et al., 2015; Bulutlar & Oz, 2009; Erondu,
Sharland, & Okpara, 2004; Flannery and May, 2000; Parboteeah et al., 2014; Peterson,
2002; Shafer, 2008; Shafer, 2015; Smith et al., 2009; Trevifio et al., 1998; Van Gils,
Hogg, van Quaquebeke, & van Knippenberg, 2017; Wimbush et al., 1997). However,
several studies have found no effect of egoism climates on unethical behavior (Ahmad,
Yunos, Ahmad & Sanusi, 2014; Barnett & Vaicys, 2000; Buchan, 2005; Deshpande et

al., 2000; Forte, 2004; Fritzsche, 2000; Parson & Artistico, 2014; Parson 2016; Rothwell
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& Baldwin, 2006), while others have found egoism climates have mixed or opposite
results. For example, Shacklock et al. (2013) found that instrumental climate was
negatively related to willingness to resist unethical directives but that efficiency climate
was positively related to willingness to resist unethical directives. In another example,
efficiency climate was significantly positively related to the willingness to report minor

violations (Rothwell & Baldwin, 2007).

Principle climates have been found to be negatively related to unethical behaviors
such as pro-social rule breaking, bullying, misreporting, being an accomplice,
disobedience, stealing, and lying (Baskin et al., 2015; Bulutlar & Oz, 2009; Fritzsche,
2000; Fu & Deshpande, 2012; Smith et al., 2009; Weber, Kurke & Pentico, 2003;
Wimbush et al., 1997). Some studies have reported principle climates were positively
related to more moral decision making (Shafer, 2008; Shafer, 2015, while others have
found no effect of principle climates on unethical behaviors such as the willingness to

report misconduct (Deshpande et al., 2000; Forte, 2004; Rothwell & Baldwin, 2016).

Caring climates have been found to be negatively related to unethical behaviors
such as workplace deviance, pro-social rule breaking, bullying, organizational
misbehavior, (Appiah, 2015; Arnaud & Schminke, 2012; Baskin et al., 2015; Bulutlar &
Oz, 2009; Vardi, 2001 ) and positively related to more moral decisions such as ethical
optimism and willingness to report misconduct (Deshpande, 1996a; Deshpande et al.,
2000; Rothwell & Baldwin, 2007; Shafer, 2008; Shafer, 2015; Van Gils et al., 2017).
Caring climates were found to have no effect on some behaviors such as whistleblowing
intentions, unethical pro-organizational behavior, mis-reporting (Ahmad et al., 2014;

Fritzsche, 2000; Forte, 2004; Parson & Artistico, 2014; Parson 2016; Smith et al., 2009).
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In an interesting study, caring climates were found to moderate the relationship between
ethical judgments and behavioral intentions, such that as the perception of this climate
increased, the relationship between individual ethical judgments and behavioral
intentions became weaker (Barnett & Vaicys, 2000).

As mentioned, several studies were unable to confirm that any ethical climate type
was predictive of unethical behavior. DeConinck and Lewis (1997) found that ethical
work climate was not a significant predictor of sales managers’ intentions to intervene
when ethical and unethical sales force behavior was encountered, while EIm and Nichols
(1993) found that perceived ethical climate was not related to managers’ moral reasoning.
Similarly, Musbah et al. (2016) found limited or no significant relationships between four
ethical climates (organization interest, social responsibility, personal morality, and law
and professional code) and unethical decision-making across three of Rest’s four stages.
Lastly, in a study of technology firms, Fritzsche (2000) found that there was an even

chance of paying or not paying a bribe in all ethical climates.

By contrast, some studies have found that ethical climates impact behavior, but do not
isolate differential effects of different climate types. In a survey of high-tech firms in
Shanghai, Ning and Zhaoyi (2017) found that organizational ethical climate moderated
the mediating effect of organizational disidentification on the relationship between
psychological contract breach and employees’ unethical behavior. Similarly, all ethical
climates were found to predict moral awareness in a study involving seven organizations
spanning for-profit, government and non-profit sectors (VanSandt, Shepard, & Zappe,

2006).
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Moral disengagement, ethical judgments and unethical pro-organizational
behavior. Trevifio’s (1986) person-situation interaction model relies heavily on CMD
theory (Kohlberg & Kramer, 1969), discussed earlier, as does Rest’s (1986) ethical
decision-making framework. Rest built upon CMD theory to develop a frequently used
framework for understanding individual ethical decision-making, which he derived by
focusing on the psychological processes involved in making moral judgments (Rest,
1986). Rest’s non-linear composite model defines four stages that produce moral
behavior. The first stage, moral awareness, refers to the recognition that a situation has
moral implications. The second stage is moral judgment, in which the actor makes a
decision about whether an action is moral or not. The third stage is moral motivation, in
which the actor prioritizes moral values and forms an intention to do what is morally
right in consistency with his/her values. The fourth stage is moral behavior, in which
sufficient perseverance, ego strength and implementation strength allow an actor to do
what is morally right. The three behaviors that are the focus of the present research,
moral disengagement, ethical judgments, and unethical pro-organizational behavior, are

reflective of unethical behavior across three of Rest’s framework stages.

Moral disengagement. The first of the three focal behaviors in this study is moral
disengagement, which refers to the cognitive mechanisms that people employ in order to
behave unethically without feeling distress (Moore et al., 2012). Moral disengagement is
based on seminal work by Bandura (1999), in which he proposed that most people are
guided by personal standards of ethical behavior which play a self-regulatory role that
helps people act consistently with their personal standards. Bandura suggested that

individuals employ various mechanisms to disengage their self-regulatory processes,
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which allows them to avoid guilt and therefore engage in behaviors that would normally
cause them to self-censure. Moore et al. (2012) refined the moral disengagement
construct and suggested that it is operationalized through eight mechanisms: moral
justification, euphemistic labelling, advantageous comparison, displacement of
responsibility, diffusion of responsibility, distortion of consequences, dehumanization,
and attribution of blame. Moral disengagement is related to but distinct from ethical
fading, the process by which the moral colors of an ethical decision “fade” and become
void of moral implications (Tenbrunsel & Messick, 2004). Examples of ethical fading
include use of euphemistic language, a type of moral disengagement, and slippery slope,
in which future decisions become easier based on past decision. When individuals
engage in moral disengagement, they minimize, justify, or otherwise distort the ethical
content of an issue or decision. By not recognizing that a situation has ethical content,
the individual is more likely to engage in unethical behaviors. Therefore, moral
disengagement aligns with stage one of Rest’s framework, the moral awareness stage,

which refers to the recognition that a situation has moral implications.

Researchers have found significant correlations between moral disengagement and
unethical behaviors, including negative relationships with fraud and self-serving
decisions (Detert et al., 2008; Moore et al, 2012). Additionally, moral disengagement has
been shown to be correlated with individual traits, such as a positive association with trait
cynicism and a negative association with empathy and moral identity. For example,
Detert et al. (2008) postulated that people who are high on trait cynicism are more
distrustful of other people and more likely to question their motives, and therefore believe

everyone is engaged in selfish acts. This influences them to displace responsibility, one
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of the mechanisms of moral disengagement. In contrast, individuals who are high in
empathy are more likely to be concerned about others’ needs and less likely to justify acts
that would harm or dehumanize others. Similarly, individuals with a highly self-
important moral identity prioritize moral concerns and are therefore more likely to be

concerned about the suffering of others and less likely to minimize harm to others.

Moral disengagement has also been shown to mediate the relationship between
organizational identification and unethical behavior. Specifically, Chen, Chen and
Sheldon (2016) showed that organization identification positively predicted unethical
pro-organizational behavior through the mediation of moral disengagement, and the
mediation relationship was stronger in the presence of industry competition. Trevifo et
al. (2014) postulated that unethical behavior may be higher in groups because of moral
disengagement, perhaps operating through the diffusion of responsibility mechanism,
which allows individuals to “spread the blame” for unethical behaviors across a group of
people and thus reduce feelings of guilt that may otherwise inhibit unethical behavior.
However, the authors observed that few studies have focused on the contextual influences

on the propensity to morally disengage.

Ethical judgments. The second of the three focal behaviors in this study is ethical
judgments, which is defined as an individual’s personal evaluation of the degree to which
certain behavior within an organization is ethical or unethical (Sparks & Pan, 2010),
decisions made with respect to ethical or moral content (Akaah, 1996), or individual
determinations of the appropriateness of a course of action that could possibly be
interpreted as wrong (Reidenbach & Robin 1990; Robin, Reidenbach & Babin, 1997).

Ethical judgments has been shown to be strongly positively correlated with behavior
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intentions and ethical actions (Mudrack & Mason, 2013); however, researchers have
conflicting perspectives on which ethical philosophies individuals enact when making
evaluations of what is ethical/unethical, right/wrong, or moral/immoral (Reidenbach &
Robin 1990). These results suggest that individuals do not rely upon a defined set of
principles in making ethical evaluations, but instead “tend to rely on a broad sense of
moral equity dominated by concerns for fairness and justice, tempered by relativistic and
social contract dimensions” (Reidenbach & Robin 1990, p. 649). This supports the
theoretical rationale for the simultaneous presence of multiple ethical climates.
Regardless of the philosophical influences, ethical judgments refers to the decisions that
an individual must make about the ethical course of action, once he or she has identified
that a situation has ethical content. Therefore, EJ aligns to stage two of Rest’s
framework, the moral judgment stage, in which the actor makes a decision about whether

an action is moral or not.

Research on the relationships between individual and organizational
characteristics and ethical judgment is mixed, primarily because the ethical judgments
literature does not provide a consistent definition and measure of the construct (Mudrack
& Mason, 2013; Sparks & Pan, 2010). Some studies support relationships between
ethical judgments and individual characteristics such as Machiavellianism (Verbeke,
Ouwerkerk & Peelen, 1996) and ethical ideology (Barnett, Bass & Brown, 1998).
Verbeke et al. (1996) found Machiavellianism was negatively correlated with ethical
judgments, while Barnett et al. (1988) found that idealism was negatively correlated and
that relativism was positively correlated with judgments that the actions in three ethical

vignettes were ethical. Additionally, ethical judgments have been shown to vary based
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on contextual factors such as organizational rank and role (Akaah & Riordan, 1989).
Akaah and Riordan (1989) found that executives disapproved more strongly of two of
five scenarios involving unethical/questionable practices than did researchers, whereas
researchers disapproved more strongly of a third scenario involving
unethical/questionable practices than did executives.

These results are generally supported by Pan and Spark’s (2012) meta-analysis,
which found that gender, education, income, Machiavellianism, and moral intensity each
impacted ethical judgments, but that ethical climate did not. Specifically, the ethical
judgments of women were found to be stricter than those of men and ethical judgments
became less strict as education and income increased. Additionally, ethical judgments
became stricter as idealism, ethical awareness, and the moral intensity of an action
increased, and less strict as relativism and Machiavellianism increased. Despite this
evidence, Mudrack and Mason (2013) concluded that because ethical judgments is not a
well-defined and consistently applied construct, there was little evidence to support many
of these findings.

Unethical pro-organizational behavior. The third of the three focal behaviors in this
study is unethical pro-organizational behavior, which is unethical behavior intended to
benefit the organization (Umphress et al., 2010). In order for an action to qualify as
unethical pro-organizational behavior, it must first be unethical; that is, behavior that is
outside of social or moral norms. Second, it must be carried out to benefit the
organization. The definition of unethical pro-organizational behavior extends to
situations in which the unethical behavior is intended to benefit the organization as well

as the individual. In other words, self-interest does not disqualify an action from being
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considered unethical pro-organizational behavior if it is also intended to help the
organization. Lastly, unethical pro-organizational behavior can be acts of commission
(e.g., lying to customers) or of omission (e.g., failing to blow the whistle on observed
egregious misconduct). Unethical pro-organizational behavior is distinct from pro-social
rule breaking, which is the violation of organizational norms, but not social norms, for
the benefit of the organization (Vardaman, Gondo & Allen, 2014). Individuals who
engage in unethical pro-organizational behavior are forming the intention to commit
unethical behaviors in part because they believe the behavior will benefit the organization
(as well as themselves, in some cases). Therefore, unethical pro-organizational behavior
aligns with stage three of Rest’s framework, the moral motivation stage, in which the

actor forms an intention to do what is morally right in consistency with his or her values.

Umphress et al. (2010) created and validated a six-item scale and then used it to
empirically test whether organizational identification and positive reciprocity beliefs
predicted unethical pro-organizational behavior. They found across two studies that
organizational identification did not have a significant direct effect on unethical pro-
organizational behavior, but that positive reciprocity beliefs moderated the relationship
between organizational identification and unethical pro-organizational behavior such that
the relationship was positive and stronger when positive reciprocity beliefs were high vs.
when they were low. However, other studies have found that individual characteristics
such as organizational identification and Machiavellianism greatly increased one’s
willingness to engage in unethical pro-organizational behavior (Castille, Buckner &
Thoroughgood, 2018; Chen et al., 2016). Other predictors of unethical pro-

organizational behavior that have been empirically supported include exclusion risk,
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unethical behavior beneficiary, and need for inclusion (Thau, Derfler-Rozin, Pitesa,
Mitchell & Pillutla, 2015). A few studies have examined the interaction effects of other
variables with unethical pro-organizational behavior. For example, Thau et al. (2015)
found that exclusion risk was positively related to unethical pro-organizational behavior
and lead to more unethical behavior when the beneficiary was the group but not when the
beneficiary was the self. They also found that the effect of exclusion risk on pro-group
unethical behavior was stronger among those with high need for inclusion vs. those with
low need for inclusion. In another study, Parson (2016) failed to show that ethical
climate interacted with person-organization fit to predict unethical pro-organizational

behavior.

In summary, moral disengagement, ethical judgments, and unethical pro-
organizational behavior align to stages one through three of Rest’s framework, as
depicted in Figure 4, and enable the examination of the correlations across these three

stages within different ethical climate types.

2.3 Hypotheses Development

Ethical climates’ prediction of moral disengagement, ethical judgments and
unethical pro-organizational behavior. Individuals who perceive egoism climates infer
that the organizational norms encourage ethical decisions to maximize organizational
benefits such as profits and/or personal benefits (Wimbush and Shepard, 1994).
Therefore, individuals who perceive an egoism ethical climate are motivated to behave in
ways that prioritize their own self-interest and the interests of the organization, even to
the detriment of others (Wimbush & Shepard, 1994). Such a climate reflects Kohlberg

and Kramer’s (1969) pre-conventional level of moral development and maximizes the
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interest of the individual and the organization, encouraging behavior that stresses the
importance of increasing personal benefits and firm profits (Parboteeah & Kapp, 2008).
Victor and Cullen (1987, 1988) proposed that instrumental climates may be more
prevalent in market environments, which promote behaviors that maximize self-interest

and corporate interest.

Individuals in an egoism climate “tend to ensure that their interests are protected and
are expected to engage in behaviors to enhance the success of the organization, regardless
of the outcomes” (Baskin et al., 2015, p. 75). Consequently, such individuals are more
likely to engage moral disengagement mechanisms that allow them to “override” the self-
regulatory processes that produce guilt, and, therefore, engage in behaviors that maximize
their own interests without the burden of self-censure. Similarly, such individuals are
more likely to engage in unethical pro-organizational behaviors in situations in which
they believe that breaking ethical rules will benefit company profit or efficiency (Victor
& Cullen, 1988). Lastly, individuals who perceive this climate are more likely to
disregard rules, laws and codes (deontological-based decisions) or interests of others
(utilitarian-based decisions), and thus are more likely to behave in ethically ambiguous or
questionable ways that are self-serving. Therefore, such individuals are more likely to
make ethical judgments characterized by greater willingness to engage in unethical
behaviors. Prior researchers have found that egoism ethical climates were generally
positively correlated with unethical behaviors, as discussed in prior sections. Therefore,

the following hypothesis was proposed:
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(H1a) The egoism ethical climate is positively correlated with unethical
behavior as reflected by moral disengagement, ethical judgments and

unethical pro-organizational behavior.

In benevolence ethical climates, ethical decisions are based on an overarching
concern for the well-being of others, and decision guidelines focus on achieving overall
welfare for the organizational population (Elm & Nichols, 1993). Individuals who
perceive benevolence climates are more likely to rely on a utilitarian approach to
normative behavior, which encourage individuals to evaluate behavior in light of
potential negative consequence to others, and “tend to place importance on the well-being
of others in the organization, as well as the organization and society in general” (Baskin
etal., 2015, p. 75). Such individuals are expected to be less likely to engage in unethical
pro-organizational behavior despite potential benefits to the organization, as these
individuals tend to make decisions based on the overall good of society. Similarly, these
individuals are less likely to engage in moral disengagement mechanisms that minimize,
rationalize, or distort actions that cause potential harm to others. Individuals who
perceive benevolence climates are motivated to behave in ways that prioritize an
overarching concern for the well-being of others and are less likely to engage in
behaviors that would be perceived as unethical because they may have a detrimental
effect on others (Elm & Nichols, 1993). Therefore, such individuals are less likely to
make ethical judgments that indicate a greater willingness to engage in unethical

behaviors.

Individuals who perceive principle climates are more likely to rely on a deontological

interpretation of moral norms, such that he or she would choose to subordinate his or her
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natural inclinations in favor of adherence to universal principles of right and wrong
(Victor & Cullen, 1987, 1988). These principles tend to be fairly inflexible and invariant,
and do not take into consideration self-interest or utilitarian considerations (Barnett &
Vaicys, 2000). Therefore, when faced with an ethical dilemma, such individuals are
motivated to behave in ways that comply with codes, rules, and procedures, which are
generally designed to define and enforce what constitutes right vs. wrong behavior
(Martin and Cullen, 2006). For example, individuals in professions with strong
professional codes, such as medicine or accounting, may be more likely to perceive law
and code climates and will defer to external mandates to govern their ethical decision-
making. Such individuals are less likely to make unethical decisions break a rule or law
(Borry, 2017; Elm & Nichols, 1993). More specifically, in the rules ethical climate,
which occupies the principle dimension and the individual locus of control, ethical
decisions are based on a strong, pervasive set of local rules and standards, and
organizational policies and procedures are the primary guides for ethical decision making
(Victor & Cullen, 1988). In the law and code ethical climate, which occupies the
principle dimension and the cosmopolitan locus of control (Victor & Cullen, 1988),
ethical behavior is guided by external guideposts such as law, professional codes, or
religious texts. Therefore, individuals who perceive a principle climate are more likely to
make decisions based on norms of right and wrong (Baskin et al., 2015), as codified in
organizational codes or rules, professional standards, or legal and religious requirements.
Such individuals are less likely to engage in moral disengagement mechanisms that
minimize, rationalize, or distort the ethicality of an action. They are also less likely to

make ethical judgments that indicate a greater willingness to engage in unethical
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behaviors when such actions violate a law, rule or code. Lastly, they are also less likely
to engage in unethical pro-organizational behavior that requires violation of laws, rules,

or codes, despite potential benefits to the organization.

Prior researchers have found that the benevolence and principle ethical climates were
generally negatively related to unethical behaviors, as discussed in prior sections. Based

on this discussion, the following hypothesis was proposed:

(H1b) The benevolence and principle ethical climates are negatively
correlated with unethical behavior as reflected by moral disengagement,

ethical judgments and unethical pro-organizational behavior.

Moral identity’s prediction of moral disengagement, ethical judgments and
unethical pro-organizational behavior. Moral identity is defined as a self-conception
organized around a set of moral traits (e.g., honest, compassionate) that motivates moral
action or the extent to which morality is an important part of an individual’s self-
conception (Aquino & Reed, 2002; Shao et al., 2008). Moral identity, which has higher
self-importance for some people than others, stems from social identity theory (Ashforth
& Mael, 1989) as well as social cognitive theory (Bandura, 1991), in that it refers to self-
identification and self-regulatory processes. Centrality of moral identity to the self was
found to be associated with a more principled (versus expedient) ethical ideology, which
implies that moral schema is more accessible for perceiving and processing information
and influencing behaviors in individuals with stronger moral identities (McFerran,
Aquino & Duffy, 2010). Therefore, employees with high or strong moral identities are
“particularly sensitive and reactive to moral and ethical issues” (May, Chang & Shao,

2015, p. 682).
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When moral virtues are important to one’s identity, individuals are motivated to
behave in line with his or her own sense of morality (Hardy, 2006). Therefore, one
expects individuals with stronger moral identities to be able to more readily access moral
schema, which in turn enables more rapid activation of ethical awareness, judgments and
intention processes. This ultimately results in less self-interested and more ethical
behavior (DeCelles, DeRue, Margolis & Ceranic, 2012; Hardy & Carlo, 2011). Aquino
and Reed (2002) conceptualized two moral identity dimensions: internalization, which
reflects the extent to which a set of moral traits is central to one’s self-conception, and
symbolization, which reflects the degree to which these traits are publicly expressed
through action and appearance. Both of these constructs have been found to predict
moral behaviors, with internalization generally demonstrating stronger predictive
capability relative to symbolization (Aquino & Reed, 2002; Trevifio et al., 2014). As a
result, several studies measure moral identity using only the internalization dimension

(Aquino, Freeman, Reed, Lim & Felps, 2009; Matherne, Ring, & Farmer, 2018).

Moral identity has been empirically shown to influence ethical and unethical
decision-making by motivating moral action (Hardy, 2006; Reynolds & Ceranic, 2007,
Shao et al. 2008), although at least one study has failed to find support for this
relationship (Parson & Artistico, 2014). McFerran et al. (2010) found that high moral
identity was associated with the endorsement of a principled rather than an expedient
ethical ideology, and that individuals who held a principled ethical ideology were less
likely to employ moral disengagement than individuals who endorsed an expedient
ideology. Based on this finding, individuals with a high moral identity are expected to be

less likely to enact moral disengagement mechanisms. Individuals with high moral
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identities have a strong need for their actions to be consistent with their identities
(Matherne et al., 2018). Such individuals are therefore less likely to engage in unethical
behaviors that violate their strongly held moral beliefs, including unethical pro-
organizational behaviors and ethical judgments that indicate a greater willingness to
engage in unethical behaviors. This prediction is consistent with prior findings that moral
identity was negatively related to unethical pro-organizational behavior (Matherne et al.,
2018; May et al., 2015) and to other unethical behaviors such as lying (Aquino et al.,

2009). Based on the above discussion, the following hypothesis was proposed:

(H2) Moral identity is negatively correlated with unethical behavior as
reflected by moral disengagement, ethical judgments and unethical pro-

organizational behavior.

Moral identity as moderator of the relationships between ethical climates and
moral disengagement, ethical judgments and unethical pro-organizational behavior.
Moral identity is a construct in which contextual influences can become salient and
influence different outcomes (Aquino et al., 2009; Goodman, 2000; Reed, Aquino &
Levy, 2007). For example, an individual’s religious identities may compete with
organizationally defined identities that contradict one’s own ethical beliefs. Therefore,
the organizational context, to the extent that it aligns with and reinforces an individual’s
moral beliefs, may encourage or suppress ethical behavior (Treviiio et al., 2014).
Situational factors, such as ethical climate, that activate a self-interested facet of identity
such as moral identity should increase the accessibility of this type of identity. In other

words, positive ethical climates should influence individuals to more readily access the
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moral schema within their self-concept of moral identity, and this easier accessibility

should be negatively related to unethical behavior (Aquino et al., 2009).

The prediction that moral identity moderates the relationship between ethical
climates and unethical decisions, including financial reporting, bribery, cheating, self-
interested behavior and unethical pro-organizational behavior, has been supported in
multiple studies (Aquino et al., 2009; Birtch & Chiang, 2014; Matherne III & Litchfield,
2012; Reynolds & Ceranic, 2007; van Gils et al., 2017). Matherne III and Litchfield
(2012) found that the relationship between moral identity centrality and unethical
prosocial behavior was moderated by a contextual factor they termed Organizational
Moral Identity Centrality. The relationship between moral identity centrality and
unethical prosocial behavior was negative and significant when Organizational Moral
Identity Centrality was weak and not significant when Organizational Moral Identity
Centrality was strong. Birtch and Chiang (2014) found in a study of business school
students that high moral identity strengthened the negative relationship between ethical
climate and unethical behavior. In a notable study, van Gils et al. (2017) found that
ethical climate had a positive effect on moral decision making for individuals low in
moral identity but no effect for those high in moral identity. Similarly, in a survey of
undergraduates, Aquino et al. (2009) found that the impact of moral priming on the
relationship between moral identity and unethical behavior was stronger for those with
weaker moral identities, such that moral priming had a greater influence on the likelihood
to engage in unethical behaviors among those with weaker moral identities vs. those with

stronger moral identities. These finding indicated that individuals who had high moral
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identities were more likely to make ethical decisions based on an internal strong moral
sense and were less susceptible to external context as it relates to ethical decisions.

The interaction effect of moral identity with ethical climates found in these
studies is similar to that of other self-referent constructs that have demonstrated this
effect. For example, Parson and Artistico (2014) demonstrated that stronger self-
construal, defined as divergent views of the self that reflect the degree to which
individuals emphasize their connectedness or their separateness from others, was
associated with less unethical decision-making in caring (benevolence) climates but not
in instrumental (egoism) climates. The authors speculated that this unexpected result
could have been due to the experimental manipulation that called for more unethical
decision-making. Based on these findings, this study proposed the following hypotheses:

(H3a) Moral identity moderates the relationship between egoism ethical

climate and unethical behavior, as reflected by moral disengagement, ethical

judgments and unethical pro-organizational behavior, such that the positive

relationships between egoism climate and these behaviors become weaker as

moral identity increases.

(H3b) Moral identity moderates the relationship between benevolence and
principle ethical climates and unethical behavior, as reflected by moral
disengagement, ethical judgments and unethical pro-organizational behavior,
such that the negative relationships between benevolence and principle
ethical climates and these behaviors become stronger as moral identity

Increases.
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Situational strength as moderator of the relationships between ethical
climates and moral disengagement, ethical judgments and unethical pro-
organizational behavior. Ethical climate perceptions can vary due to individual
differences as well as due to organizational structure, position and/or role, and variation
across functional departments (Buchan, 2009; Victor & Cullen, 1988; Weber & Seger,
2002). Thus, one can expect that the variation within or between organizations can lead
to variability in ethical climate perceptions, and that as a result, some organizations will
have more agreement about ethical climate types (i.e., higher situational strength) than
others. In organizations with strong ethical climates, the norms surrounding ethical
behavior are unambiguous and provide clear expectations on what constitutes ethical
behavior throughout the organization (Bartels, Harrick, Martell, & Strickland, 1998).
Therefore, one expects lower variance in ethical climate perceptions in strong ethical
climates as compared to weak ethical climates, and further, that employee behaviors are

more consistent in strong situations (Schneider, Salvaggio and Subirats, 2002).

Therefore, when ethical climate is strong, employees are expected to behave in
ways that are more consistent with the perceived ethical climate. This prediction that
situational strength with respect to ethical climates impacts unethical behaviors has been
supported in a limited number of studies. In one study, a strong ethical climate was
negatively related to the seriousness of ethical violations within an organization and
positively related to success in dealing with ethical problems (Bartels et al., 1998).
Another study demonstrated that ethical climate strength moderated the relationship
between ethical climate type and organizational citizenship behavior, such that the

relationships were more pronounced when climate strength was high than when it was
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low (Shin, 2012). Based on the above discussion, this study proposed the following

hypothesis:

(H4) Situational strength moderates the relationship between ethical climate
types and unethical behavior, as reflected by moral disengagement, ethical
judgments and unethical pro-organizational behavior, such that the positive
relationships between egoism climate and these behaviors and the negative
relationships between the benevolence and principle climates and these

behaviors become stronger as situational strength increases.

Situational strength as moderator of the relationships between moral identity
and moral disengagement, ethical judgments and unethical pro-organizational
behavior. Aquino and Freeman (2009) proposed that group norms and role models can
support or suppress moral identity, and that moral identity is receptive to priming. As
discussed previously, a strong climate presents unambiguous norms and clear
expectations with respect to ethical behaviors in organizations (Bartels, Harrick, Martell,
& Strickland, 1998). Thus, an individual who perceives a high degree of agreement
within an organization on matters of ethical impact (i.e., strong ethical climate) will be
more inclined to act in ways that are congruent with his or her moral identity. By
contrast, an individual who perceives a lower degree of agreement (i.e., weak ethical
climate) will be less inclined to act in ways that are congruent with his or her moral
identity. Therefore, when ethical climate is strong, individuals are expected to behave in
ways that are more consistent with their moral identities. In support of this prediction,
Reynolds and Ceranic (2007) found that moral identity was positively predictive of moral

behavior when social consensus about a moral issue was high but had no effect on moral



50

behavior when social consensus was low. The authors speculated that when social
consensus is not high about a topic with ethical content, individuals do not know which
behaviors are the moral behaviors and therefore will rely on his or her internal moral

compass.

Similar relationships have been empirically supported with other organizational
constructs. For example, Aquino et al. (2009) found that situational factors activated a
person’s moral self-schema and the likelihood that he or she would intend to behave in a
prosocial manner. Situational strength is expected to interact with moral identity in a
similar way, such that the relationships between moral identity and unethical behaviors
will be stronger when ethical climates are strong and weaker when ethical climates are

weak. Based on this discussion, this study proposed the following hypothesis:

(H5) Situational strength moderates the relationship between moral identity
and unethical behavior, as reflected by moral disengagement, ethical
judgments and unethical pro-organizational behavior, such that the negative
relationships between moral identity and these behaviors become stronger in
benevolence and principle climates and weaker in egoism climates as

situational strength increases.
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CHAPTER 3: METHODOLOGY

3.1 Research Design Overview

This study was a cross-sectional, non-experimental design, leveraging quantitative
methods (Creswell, 2010) and a survey instrument comprised of 98 items drawn
primarily from existing validated scales. The survey instrument was distributed via an
email containing a link to the survey housed on the Qualtrics Experience Management
(XM)™ platform. All participants were informed that the survey was voluntary, that all
responses were anonymous and confidential, and that data would be used for research
purposes only. The research study described here-in received Exemption determination
from the University of North Carolina at Charlotte Institutional Review Board on May
16, 2019 (Study #19-0139). The rest of this section is organized as follows: Participants,

Measures, Procedures, and Analysis.
3.2 Participants

The target population was working adults in firms based in the United States. The
APriori Sample Size Calculator for Multiple Regression Power Analysis was used to
conduct a power analysis to calculate a minimum sample size of n =294 for this study, as
detailed in Appendix 4. However, general research practice recommends an acceptable
sample size to be ten times as many observations as there are variables to be analyzed
(Hair, Anderson, Tatham & Black, 1998, p. 99). Since the scale with the largest number
of items (the Ethical Climate Scale) has 26 items, this rule of thumb indicated a minimum

sample size of 260. Therefore, the target minimum sample size of 294 observations
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satisfied this rule of thumb. To ensure an adequate sample size was maintained in the

event some of the responses had to be eliminated, 371 completed surveys were obtained.

Because this study sought to understand how employees perceive the ethical climates
within their firms, only full-time employees who had been employed by their firms for at
least one year were eligible to participate, as full-time employees who had been
employed for at least one year were expected to have had sufficient time to form accurate
observations about the climates within their firms. Additionally, only individuals who
occupied professional, executive, and administrative positions (refer to Appendix 5 for
definitions) were eligible to participate, as perceptions about climate were expected to
potentially differ between hourly employees and staff employees (Vidaver-Cohen, 1988).
Participation was limited to individuals who worked primarily in the United States in
order to avoid the introduction of potential confounding effects due to national or cultural

differences in ethical climate perceptions.

3.3 Measures

Ethical climate. Ethical climate was measured using the twenty-six item Ethical
Climate Questionnaire (ECQ) developed and validated by Victor and Cullen (1987,
1988), as provided in Appendix 5. The section headers (i.e., “Caring”) were omitted to
avoid potentially biasing the respondents. Answers were assessed on a 6-point Likert
Scale: Completely false (1), Mostly false (2), Somewhat false (3), Somewhat true, (4)

Mostly true (5), or Completely true (6).

Situational strength. Situational strength was operationalized by measuring ethical
climate strength. No existing scale was identified to measure situational strength with

respect to ethical climates; therefore, two alternate methods were used. The first method
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measured climate strength as within-person agreement, by calculating the variances of the
responses to the ECQ items within each of the ethical climate types that emerge from
factor analysis (e.g., caring, instrumental). This method is an adaptation of the more
common practice of measuring climate strength by calculating the variance in responses
across members of a group (Schneider et al., 2002). The second method captured self-
report of perceived agreement about climate, using a five item Situational Strength (SS)
scale developed by the author, as provided in Appendix 5. These items immediately
followed the items from the ECQ. Responses were assessed on a 6-point Likert Scale:
Completely false (1), Mostly false (2), Somewhat false (3), Somewhat true, (4) Mostly
true (5), or Completely true (6). Note that one of the questions was reverse coded, as
indicated; however, the reverse code indicator did not appear in the survey instrument.

The average of these scores was used as the measure of situational strength.

Moral disengagement. Moral Disengagement (MD) was measured using the eight-
item scale developed and validated by Moore et al. (2012), as provided in Appendix 5.
The section headers (i.e., “Moral Justification”) were omitted to avoid potentially biasing
the respondents. Responses were assessed on a 7-point Likert scale: Strongly disagree
(1), Disagree (2), Somewhat disagree (3), Neither agree nor disagree (4), Somewhat agree

(5), Agree (6), or Strongly agree (7).

Ethical judgments. Ethical Judgments (EJ) was measured using the seventeen-item
scale developed by Akaah (1996), as provided in Appendix 5. The section headers (i.e.,
“Personal Use”) were omitted to avoid potentially biasing the respondents. Answers

were assessed on a 7-point Likert Scale (1 = Never; 7 = Frequently).
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Unethical Pro-organizational behavior. Unethical Pro-organizational Behavior
(UPB) was measured using the six-item scale developed and validated (o = 0.88) by
Umphress et al. (2010), as provided in Appendix 5. This scale was chosen as it is one of
the most widely cited scales used for operationalizing unethical pro-organizational
behavior. Responses were assessed on a 7-point Likert Scale: Strongly disagree (1),
Disagree (2), Somewhat disagree (3), Neither agree nor disagree (4), Somewhat agree (5),

Agree (6), or Strongly agree (7).

Moral identity. Moral Identity (MI) was measured using the ten-item scale
developed and validated by Aquino and Reed (2002), as provided in Appendix 5. The
section headers (i.e., “Internalization”) were omitted. Responses were assessed on a 5-
point Likert Scale: Strongly disagree (1), Disagree (2), Neither agree nor disagree (3),
Agree (4), or Strongly agree (5). Note that some of the questions were reverse coded, as

indicated; however, the reverse code indicator did not appear in the survey instrument.

Social desirability. Social Desirability (SD) was measured using the thirteen-
item scale (Form C) developed by Reynolds (1982), which was adapted from the
Marlowe-Crowne social desirability scale (Crowne & Marlowe, 1960) and is provided in
Appendix 5. Responses options were true or false. The responses that corresponds to a
score of one are indicated in parenthesis at the end of each item (T = True; F = False).
The opposite responses will receive a score of zero for these items. These indicators did

not appear in the survey instrument.

Attention check items. Three attention check items, also referred to as “instructed
response” items, were interspersed randomly throughout the survey instrument in order to

detect whether respondents were providing careless responses (Meade & Craig, 2012).
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These items were adapted from Berinsky, Margolis, and Sances (2014) and are provided

in Appendix 5.

3.4 Procedures

The survey was built on the Qualtrics XM™ platform and a pre-pilot study was
conducted with a small sample (n=10) of acquaintances. Results from the pre-pilot were
used to assess the clarity of survey instructions and items and to estimate the length of
time it took to complete the survey. Additional adjustments were made to the instrument

as necessary prior to full deployment.

The participants for the full deployment, which took place in third quarter of 2019,
were obtained via Qualtrics panel. A one-shot study design was used to collect data
(Vanderstoep & Johnston, 2008); therefore, no matching across time periods was
required. This enabled anonymity for the participants, who were assured that no
personally identifiable information was collected. Therefore, the survey parameters were
structured so as to remove all potentially personally identifiable information, including
email and/or IP addresses, from the data. However, certain control variables were
collected to enable further analysis (see Appendices 5 and 6 for additional details). The

individual scales were presented in random order to survey participants.

Qualtrics administered the survey to a panel of qualified participants from a diverse
range of industries, including financial services, healthcare, retail, technology, and
manufacturing. Qualtrics contacted potential participants via an email, provided in
Appendix 7, that contained a link to the survey housed on the Qualtrics XM™ platform.
All participants were required to read and acknowledge an informed consent notice (see

Appendix 7) in order to complete the survey. Additionally, all participants were required
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to meet certain screening criteria in order to complete the survey (see Appendices 5 and
7). If participants did not meet the screening criteria, they were informed by Qualtrics
XMT™ platform that they were not eligible for the study and were directed to exit the
survey. Respondents who failed more than one of the attention check items were also

directed to exit the survey.

Pilot. A pilot was conducted in which responses from 30 panelists were obtained.
The pilot response collection time took less than one week and the data were provided in
a CSV file. Data were cleansed, formatted and checked for errors and missing data.
Responses with missing data responses or errors were reviewed and removed from the
response population as appropriate. Using IBM SPSS Statistics, version 26, reverse score
items were recoded as appropriate, descriptive statistics and frequencies were obtained,
and histograms were generated. The reliability of each of the multi-item measures was
assessed using Cronbach’s alpha, and item total statistics were inspected to identify
whether elimination of any items resulted in a higher alpha. Results are provided in
Table 1. All scales had generally acceptable reliability as measured by Cronbach’s
Alpha, with the exception of Situational Strength and Moral Identity Internalization,
which were the only scales that contained reverse coded items. Based on analysis of the
pilot data, two modifications were made to the survey prior to the full launch, as

described below.

The first modification was to the Situational Strength scale. Cronbach’s alpha for the
Situational Strength scale improved when the reverse score item was omitted but was still
low. Therefore, the Situational Strength scale, which initially contained three items for

the pilot, was modified prior to the full launch as follows:
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e (Modification to Existing Item) People in my company differ in how they
perceive the norms and rules in the organization
e (New Addition) Most of my coworkers share my perception of the rules and
norms of ethical behavior in my organization
e (New Addition) The rule and norms of ethical behavior are clear to everyone in
my organization
The second modification was the establishment of a minimum threshold for survey
duration in order to eliminate potential careless responders from the data. When outlier
data were removed, the average duration in seconds to complete the survey was 612.86
seconds with a standard deviation of 320.81. The minimum threshold for duration was
set equal to the average duration time minus 1 standard deviation, or 292 seconds, which
is approximately 5 minutes. During the full launch, respondents who completed the

survey in less time than the minimum threshold were eliminated from the sample.

Full launch. During the full launch, survey responses were collected in four
additional waves ranging in size from 60 to 90 responses. Qualtrics eliminated
respondents who completed the survey in less time than the minimum threshold defined
based on the pilot results. When each data collection period ended, Qualtrics provided
the data from respondents who successfully completed the entire survey in CSV or Excel
format files. The data were analyzed in SPSS after each wave of responses was collected
to confirm response quality. The full launch response collection time was approximately

four weeks.

In addition to a priori methods employed to identify careless responders (i.e.,

inclusion of attention check items in the survey instrument and specification of a



58

minimum survey duration time), a post hoc technique was employed to flag low quality
responses. Specifically, response pattern indices were used to identify “persons
responding too consistently to items measuring theoretically distinct constructs” (Meade
& Craig, 2012, p. 4). Using a variation of Meade and Craig’s (2012) method for response
pattern identification, the variance for each scale was calculated, as well as the variance
for all of the items on each webpage, as some webpages contained multiple scales.
Straight line response patterns (i.e., the responder selected the same response to each item
in a given scale or webpage) were identified by flagging when variances were equal to
zero. Qualtrics was asked to replace several cases that had zero variance for more than

half of the scales or zero variance for the webpages that contained multiple scales.

The full data set collected, including the pilot data and subsequent waves, contained
371 valid responses and was provided by Qualtrics as an Excel file. In order to generate
this number of valid responses, Qualtrics initially administered the survey to 1158 people,
68% of whom were removed from the dataset for various reasons as detailed in Table 2.
Additionally, all of the data, including data from respondents who failed to complete the
entire survey, were retrieved from the Qualtrics XM™ platform and downloaded onto a

local computer.

Snowball. At the same time that the full launch with Qualtrics was initiated,
additional responses were gathered using a snowball sampling technique. The survey
link was distributed via email and LinkedIn™ to over 350 personal acquaintances who
potentially met the participant requirements. Potential respondents were asked to

complete the survey in support of a dissertation research project and to also forward the
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survey link to other acquaintances in their personal networks. The email ensured

anonymity and confidentiality and is provided in Appendix 7.

The snowball participants completed the same exact survey that Qualtrics panelists
completed, and all responses were captured on the Qualtrics XM™ platform with an
indicator to distinguish between the snowball responses and the panel responses. The
snowball portion of the survey was available for three weeks, to allow sufficient time for
the survey request to be forwarded and for participants to respond. A response rate was
not calculated for the snowball portion of the survey as it was not possible to determine
how many people received the forwarded survey request from the original group of
recipients. The snowball responses were retrieved from the Qualtrics XM™ platform.
These responses were not used for the present study; however, the data were retained for

potential use in future research.
3.5 Analysis

The full dataset was imported into SPSS and the reverse score items were recoded as
appropriate. Data were cleansed, formatted and checked for errors and missing data.
Descriptive statistics, frequencies, and reliability measures were obtained for the full data
set. The inter-item correlation matrices were examined to verify that the items within
each scale exhibited the predicted relationships with the other items within that scale.
Scale variables were created based on the sum of the items within each scale and
Pearson’s Correlation coefficients were calculated to determine whether correlations
between the independent and dependent variables were significant and in the predicted

direction.
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Because reliability was observed to improve for the scales with low Cronbach’s alpha
values when attention check failures were removed from the pilot data (see Table 1), the
68 of the 371 valid responses in the full data set that contained a failed attention check
item were removed from the subsequent analysis. Another two responses were removed
for completing the survey more quickly than the minimum duration threshold. This
resulted in 301 acceptable responses in the sample, which satisfied the minimum required
sample size of 294. Characteristics of the sample population are provided in Table 3.
Approximately 58% of respondents were between 25 and 44 years old, 82% worked
between 36 and 45 hours per week, and about 50% of respondents had less than 5 years
of experience in their organization and less than 10 years of experience in their industry.

Females comprised 71% of respondents.

Two measures of situational strength were calculated, omitting the pilot data because
the pilot data did not contain the modified situational strength items that were added prior
to the full launch. The first measure of situational strength, hereinafter referenced as
“self-report”, was calculated as the mean of the items on the Situational Strength scale.
The second measure of situational strength, hereinafter referenced as “variance-based”,
was calculated as the mean of the variances of each of the ethical climate sub-scales.
Correlations between the self-report measure of situational strength and variance-based

measures of situational strength were calculated.

A series of maximum likelihood confirmatory factor analysis (CFAs) using R version
3.5.2 were conducted to determine which of the ethical climate factor models provided
the best fit to the data. Latent factors were allowed to intercorrelate freely and factor

variances were set equal to one. A five-factor model that corresponded to the five-factor
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model obtained by Victor and Cullen (1988) and replicated in multiple studies was tested,
as depicted in Figure 3. A three-factor model that represented the higher-level egoism,
benevolence, and principle ethical climate types as well as a one-factor model that
combined all items into a single contextual dimension were also tested. In addition,
CFAs were conducted for the three dependent variables in this study (moral
disengagement, unethical pro-organizational behavior and ethical judgments) to
determine whether a three-factor or a one-factor model fit the data better. Lastly, CFAs
were conducted for moral identity to determine whether a two-factor or a one-factor
model better fit the data. Model fit was evaluated using multiple goodness-of-fit indices,
including Chi-square (y%), Comparative Fit Index (CFI), Tucker-Lewis Index (TLI) and
Root Mean Square Error of Approximation (RMSEA). The inter-scale correlations were
examined and Chi-squared difference tests were used to identify the models that best fit

the data.

Hypotheses Hla, H1b and H2 were tested using correlation analysis to evaluate the
relationships between ethical climates and unethical behavior and moral identity and
unethical behavior. Additionally, multiple linear regression was used as a stronger test of
the predictive impact of ethical climates and moral identity on unethical behavior. The
regression models used to test hypotheses Hla and H1b included all of the climate types
as predictor variables for moral disengagement, ethical judgments, unethical pro-
organizational behavior, and a composite unethical behavior measure, respectively.
Similarly, to test hypothesis H2, the regression models included both moral identity
dimensions as predictor variables for moral disengagement, ethical judgments, unethical

pro-organizational behavior, and the composite unethical behavior measure. For each
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model, the adjusted R? values were examined to assess how much of the variance in the
endogenous variables was accounted for by the predictor variables, and the p-values were

examined to understand the predictive significance of each model.

Hierarchical multiple linear regression and the composite unethical behavior measure
was used to test hypotheses H3a, H3b, H4 and H5. For each model, the adjusted R?
values were examined to assess how much of the variance in the endogenous variables
was accounted for by the predictor variables, the p-values were reviewed to understand
the predictive significance of each model, and the R? Change values were examined to

determine if the addition of interaction terms increased predictive validity of the models.

All regression equations use to test the hypotheses are provided in Appendix 8. All
terms were converted to standardized variables prior to calculating interaction terms and
running the regression models. Assumptions of normality and homoscedasticity were
tested by examining normal predicted probability plots and residual scatter plots. All
models met the requirements for normality, homoscedasticity, and absence of
collinearity. The variance inflation factor (VIF) for each variable was calculated to test
for the presence of multicollinearity. All VIF values were less than 5; therefore,

multicollinearity was concluded to be of minimal impact (Hair et al., 1998).

Upon completion of the analysis, the regression equations were re-run with the
significantly correlated control variables, including social desirability, added to the first
block of each model. The analysis was also re-run with the attention check items

included in the dataset.
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3.6 Common Method Bias

Common method bias was a potential concern in this study due to the design, in
which participants provided responses using self-reported scales at a single point in time
(Podsakoft, MacKenzie, Lee, & Podsakoff, 2003). The recommended procedural remedy
to combat this bias is to obtain measures of the predictor and criterion variables from
different sources (Podsakoff et al, 2003). However, this approach was not feasible for
this study due to the one-shot design intended to ensure the respondents’ anonymity and
therefore increase the likelihood of truthful responses. Instead, the measurement of the
predictor variables was methodologically separated from the criterion variables by
segregating the associated items in different sections of the survey instrument and by
introducing new instruction language, including different scale types, for the different

sections (Podsakoff et al, 2003).

Common method bias can also be introduced through social desirability bias, defined
as “the tendency of some people to respond to items more as a result of their social
acceptability than their true feelings” (Podsakoff et al, 2003, p. 882). To control this bias,
the survey also included items from Form C of Reynold’s (1982) social desirability scale.
Respondents were ensured of the anonymity and confidentiality of their responses,
informed that there were no right or wrong answers, and provided with explicit
instructions that respondents should answer based on how he or she truly feels and not on

how he or she would like to feel.

Common method variance was tested using the Harman one-factor method
(Podsakoft et al., 2003). Exploratory factor analysis was used to produce a single factor

solution using all of the scale items in the study, and the unrotated solution was examined
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to determine if a single factor accounted for the majority of the variance in the model.
Since a single factor accounted for 25.4% of the variance, which is less than the generally
accepted 50% threshold, common method variance was concluded to be of minimal

impact.
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CHAPTER 4: RESULTS

4.1 Descriptive Statistics and Correlations

Descriptive statistics for all variables are presented in Table 4. With the
exception of situational strength, which had a Cronbach’s alpha of 0.63, all scales
demonstrated adequate reliability and inter-item correlations were in the predicted

directions.
4.2 Measurement Model Results

Prior to testing the hypotheses, the measurement models were examined using
maximum-likelihood Confirmatory Factor Analysis (CFA) in order to determine which of

the models provided the best fit to the data. CFA results are provided in Appendix 9.

A five-factor model composed of instrumental, caring, independence, rules, and law
and code (hereinafter referenced as “law”) ethical climates was hypothesized based on
prior empirical research (Victor & Cullen, 1988). As depicted in Figure 3, the
instrumental climate reflects the egoism dimension, the caring climate reflects the
benevolence dimension, and the independence, rules, and law and code climates reflect
the principle dimension. Overall, results of the model tests supported the hypothesized
variable structure. Specifically, ethical climate was best represented as five correlated
sub-scales. Results indicated that the five-factor solution was an acceptable fit to the data
and that the five-factor model was a better fit than the three-factor model that represented
the higher-order egoism, benevolence, and principle ethical climates. Result also
supported that the three-factor model was a better fit than the one-factor model that

corresponded to ethical climate as a unidimensional construct.
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The factor structure for unethical behavior was also examined. Based on prior
research (Akaah, 1996; Moore et al., 2012; Umphress et al., 2010), unethical behavior is
best represented as three correlated but distinct variables (unethical pro-organizational
behavior, ethical judgments, and moral disengagement). Results of the model tests
supported the hypothesized variable structure. Specifically, results indicated that the
three-factor solution was an acceptable fit to the data, and that the three-factor model was
a better fit than the one-factor model that corresponded to unethical behavior as a
unidimensional construct. Additionally, based on the high inter-scale correlations among
moral disengagement, unethical pro-organizational behavior and ethical judgments, a
composite measure of unethical behavior was constructed based on the sum of the
standardized values for moral disengagement, unethical pro-organizational behavior and

ethical judgments for subsequent use in hypotheses testing.

Lastly, the factor structure for moral identity was evaluated. A two-factor model
was hypothesized based on prior research by Aquino and Reed (2002), who
conceptualized two moral identity dimensions. The first dimension is moral identity
internalization, which reflects the extent to which a set of moral traits is central to one’s
self-conception, and the second dimension is moral identity symbolization, which reflects
the degree to which these traits are publicly expressed through action and appearance
(Aquino & Reed, 2002). Results of the model tests supported the hypothesized variable
structure. Specifically, moral identity was best represented as two correlated sub-scales
as opposed to a unidimensional construct. Results indicated that the two-factor solution
was an acceptable fit to the data, and that the two-factor model was a better fit than the

one-factor model.
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In summary, models providing a good fit are expected to have a TLI value and CFI
value of at least 0.90 and a RMSEA value of less than 0.08 (Hair et al., 1998). Although
none of the models examined in this study satisfied all of the criteria, the models were
reasonably close. Therefore, in general, results of CFA were consistent with

hypothesized structures for all measures.

4.3 Hypotheses Tests

Hypothesis Hla predicted that the egoism ethical climate as reflected by the
instrumental climate (INS) was positively correlated with unethical behavior as reflected
by Moral Disengagement (MD), Ethical Judgments (EJ) and Unethical Pro-organizational
Behavior (UPB). In order to test hypothesis H1a, the correlations between the variables
were examined, as presented in Table 4. As shown in Table 4, the INS climate had
significant positive correlations of 0.40 with MD, 0.33 with UPB, and 0.44 with EJ.
These results supported hypothesis Hla by confirming that egoism ethical climate was
positively correlated with each of the three unethical behaviors, consistent with

predictions.

Hypothesis H1b predicted that the benevolence climate, as reflected by the caring
climate (CAR), and the principle ethical climates, as reflected by the independence
(IND), rules (RUL), and law and code (LAW) climates, were negatively correlated with
MD, EJ and UPB. In order to test hypothesis H1b, the correlations between the variables
were examined, as presented in Table 4. The results in Table 4 show that LAW had
significant negative correlations of -0.23 with MD, -0.23 with UPB, and -0.25 with EJ,
and RUL had significant negative correlations of -0.15 with MD, -0.15 with UPB, and -

0.17 with EJ, consistent with the relationships predicted by hypothesis Hlb. However,
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CAR did not have significant correlations with MD, UPB or EJ, thus failing to support
the H1b prediction that the benevolence climate was negatively correlated with unethical
behavior. Additionally, IND had significant positive correlations of 0.35 with MD, 0.28
with UPB, and 0.33 with EJ, which was the opposite of the relationship directions
predicted by hypothesis H1b. Therefore, hypothesis H1b was supported for some
principle climates (LAW, RUL) but was not supported for the benevolence (CAR) and
other principle (IND) climates. Together, these results provided partial support for
hypothesis H1b by confirming that some principle ethical climates were negatively
correlated with unethical behavior. However, hypothesis H1b was not fully supported as
the results showed that one of the principle ethical climates was positively correlated with
unethical behavior and failed to support the prediction that benevolence climate was

negatively correlated with unethical behavior.

Since the ethical climate types had high-intercorrelations based on examination of
the CFA results, reliance solely on correlation analysis may have resulted in erroneous
conclusions about the relationships being tested. Therefore, multiple linear regression
was also used to test hypotheses Hla and H1b with respect to the predicted relationships
between ethical climates and unethical behavior. Regression models, as provided in
Appendix 8, were used to predict MD, UPB, and EJ, respectively, by regressing each
outcome onto all of the ethical climate sub-scales (INS, CAR, IND, RUL, LAW)
simultaneously. Regression models were also used to predict Composite Unethical
Behavior (CUB), a measure that was constructed as the sum of the standardized values
for moral disengagement, unethical pro-organizational behavior and ethical judgments.

Results are presented in Table 5. To determine whether the effects predicted by
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hypotheses Hla and H1b were supported, both the significance of the models and the

sign and significance of the relevant regression coefficients were examined.

All models were significant, with adjusted R? values ranging from 0.19 to 0.30.
Examination of the beta coefficients revealed that the instrumental climate had significant
positive relationships with MD, UPB, EJ and CUB, as predicted. This result provided
further support for the hypothesis Hla conclusion presented above, by confirming that
egoism ethical climate was positively correlated with each of the three unethical
behaviors as well as with the composite unethical behavior measure. Therefore,

hypothesis Hla was supported.

The beta coefficients showed that the law climate had significant negative
relationships with MD, UPB, EJ and CUB, as predicted. However, the independence
climate had significant positive relationships with MD, UPB, EJ and CUB, and the caring
climate had significant positive relationships with UPB and CUB. Both of these results
were opposite of the predicted relationships. Additionally, the rules climate did not have
significant relationships with MD, UPB, EJ and CUB and the caring climate did not have
significant relationships with MD and EJ. Together, these results further corroborated the
hypothesis H1b conclusion presented above, by confirming that one principle ethical
climate, specifically the law climate, was negatively correlated with each of the three
unethical behaviors as well as with the composite unethical behavior measure.
Additionally, the benevolence climate was not significantly correlated with any of the

unethical behavior constructs. Therefore, hypothesis H1b was partially supported.

Hypothesis H2 predicted that moral identity, as reflected by Moral Identity

Internalization (MII) and Moral Identity Symbolization (MIS), was negatively correlated
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with MD, EJ and UPB. In order to test hypothesis H2, the correlations between the
variables were examined, as presented in Table 4. The results in Table 4 show that MII
had significant negative correlations of -0.45 with MD, -0.40 with UPB, and -0.46 with
EJ, consistent with the relationships predicted by hypothesis H2. However, MIS did not
have significant correlations with MD, UPB or EJ, thus failing to provide support for the
hypothesis. Therefore, hypothesis H2 was supported for MII but was not supported for
MIS. Together, these results provided partial support for hypotheses H2 by confirming
that moral identity internalization was negatively correlated with unethical behavior.
However, hypothesis H2 was not fully supported as the results failed to support the
prediction that moral identity symbolization was negatively correlated with unethical

behavior.

In a more robust test of hypothesis H2, multiple linear regression was used to test
the predicted relationships between moral identity and unethical behavior. Regression
models, as provided in Appendix 8, were used to predict MD, UPB, EJ and CUB,
respectively, by regressing each outcome onto both moral identity sub-scales (MII, MIS)
simultaneously. Results are presented in Table 6. To determine whether the effects
predicted by hypothesis H2 were supported, both the significance of the models and the

sign and significance of the relevant regression coefficients were examined.

All models were significant, with adjusted R? values ranging from 0.18 to 0.27.
Inspection of the beta coefficients showed that moral identity internalization had
significant negative relationships with MD, UPB, EJ and CUB, as predicted. However,
moral identity symbolization had significant positive relationships with MD, UPB, EJ

and CUB, which was the opposite of the predicted relationships. Together, these results
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further corroborated the hypothesis H2 conclusion presented above, by confirming that
moral identity internalization, but not moral identity symbolization, was negatively
correlated with each of the three unethical behaviors as well as with the composite

unethical behavior measure. Therefore, hypothesis H2 was partially supported.

Hypothesis H3a predicted that moral identity (MII, MIS) moderated the
relationship between egoism ethical climate (INS) and unethical behavior (CUB), such
that the positive relationship between egoism climate and unethical behavior became
weaker as moral identity increased. Hierarchical multiple linear regression was used to
test hypothesis H3a. The regression models are provided in Appendix 8. For each
model, ethical climate was added in step 1, moral identity was entered in step 2, and the
interaction between ethical climate and moral identity was entered in step 3. Results
from the moderated hierarchical regression analysis used to test hypotheses H3a are
presented in Table 7. To determine whether the moderation effects predicted by
hypothesis H3a were supported, both the significance of the models and the sign and

significance of the beta coefficients for the interaction terms were examined.

Consistent with hypothesis H3a, a significant interaction effect was found for MII
x INS (Model 12), which explained an additional 8.7% of the variance in unethical
behavior above the main effects. The beta coefficient for the interaction term of -0.31
indicated that as MII increased, the dependent variable CUB decreased, which was
consistent with the predicted relationship direction. Figure 5 depicts the instrumental
climate - unethical behavior relationship for high moral identity internalization (i.e.,
moral identity internalization above the 50" percentile) and low moral identity

internalization (i.e., moral identity internalization below the 50" percentile). This figure
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illustrates that the instrumental climate had a stronger correlative relationship with
unethical behavior when moral identity internalization was low vs. when moral identity

internalization was high.

Also consistent with hypothesis H3a, a significant interaction effect was found for
MIS x INS (Model 17), which explained an additional 5.6% of the variance in unethical
behavior above the main effects. However, the beta coefficient for the interaction term of
0.23 indicated that as MIS increased, the dependent variable CUB increased, which was
the opposite of the predicted relationship direction. Figure 6 depicts the instrumental
climate - unethical behavior relationship for high moral identity symbolization (i.e.,
moral identity symbolization above the 50 percentile) and low moral identity
symbolization (i.e., moral identity symbolization below the 50™ percentile). This figure
illustrates that the instrumental climate had a stronger correlative relationship with
unethical behavior when moral identity symbolization was high vs. when moral identity

symbolization was low.

These results indicated that both moral identity internalization and moral identity
symbolization had a significant moderating effect on the relationship between the egoism
climate and unethical behavior. As predicted by hypothesis H3a, the positive correlation
between egoism climate and unethical behavior (established by the tests of hypotheses
H1a) became weaker as moral identity internalization increased. However, the positive
correlation between egoism climate and unethical behavior became stronger as moral
identity symbolization increased, which indicated that the moderating effect of moral
identity symbolization was in the opposite of the direction predicted by hypothesis H3a.

Together, these results provided partial support for Hypothesis 3a in that moral identity
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internalization was shown to moderate the positive relationship between egoism climate
and unethical behavior such that the relationship became weaker as moral identity
increased. However, hypothesis H3a was not fully supported, as the results showed that
moral identity symbolization had a moderating effect that was opposite of the predicted

impact on the relationship between egoism climate and unethical behavior.

Hypothesis H3b predicted that moral identity (MII, MIS) moderated the
relationship between benevolence (CAR) and principle (IND, RUL, LAW) ethical
climates and unethical behavior (CUB), such that the negative relationships between
benevolence and principle ethical climates and unethical behavior became stronger as
moral identity increased. Hierarchical multiple linear regression was used to test
hypothesis H3b, using the regression models provided in Appendix 8. For each model,
ethical climate was added in step 1, moral identity was entered in step 2, and the
interaction between ethical climate and moral identity was entered in step 3. Results
from the moderated hierarchical regression analysis used to test hypothesis H3b are
presented in Table 7. To determine whether the moderation effects predicted by
hypothesis H3b were supported, both the significance of the models and the sign and

significance of the beta coefficients for the interaction terms were examined.

Consistent with hypothesis H3b predictions with respect to benevolence climates,
a significant interaction effect was found for MII x CAR (Model 9), which explained an
additional 4.2% of the variance in unethical behavior above the main effects. The beta
coefficient for the interaction term of -0.22 indicated that as MII increased, the dependent
variable CUB decreased, which was consistent with the predicted relationship direction.

Figure 7 depicts the caring climate - unethical behavior relationship for high moral



74

identity internalization and low moral identity internalization, which illustrates that the
caring climate had a stronger correlative relationship with unethical behavior when moral
identity internalization was low vs. when moral identity internalization was high.
However, no support was found that moral identity symbolization moderated the
relationship between the caring climate and unethical behavior, as Model 14, which
contained the MIS x CAR interaction term, was not found to be significant. Together,
these results provided partial support for hypothesis H3b with respect to benevolence
climates in that moral identity internalization, but not moral identity symbolization, was
shown to moderate the relationship between benevolence climate and unethical behavior

such that the relationship became stronger and more negative as moral identity increases.

Consistent with hypothesis H3b predictions with respect to principle climates, a
significant interaction was found for MII x IND (Model 13), which explained an
additional 8.3% of the variance in unethical behavior above the main effects. The beta
coefficient for the interaction term of -0.28 indicated that as MII increased, the dependent
variable CUB decreased, which was consistent with the predicted relationship direction.
Figure 8 depicts the independence climate - unethical behavior relationship for high
moral identity internalization and low moral identity internalization, which illustrates that
the independence climate had a stronger correlation with unethical behavior when moral
identity internalization was low vs. when moral identity internalization was high.
Additionally, a significant interaction effect was found for MIS x IND (Model 18), which
explained an additional 1.6% of the variance in unethical behavior above the main
effects. The beta coefficient for the interaction term of 0.11 indicated that as MIS

increased, the dependent variable CUB increased, which was the opposite of the
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predicted relationship direction. Figure 9 depicts the independence climate - unethical
behavior relationship for high moral identity symbolization and low moral identity
symbolization, which illustrates that the independence climate had a stronger correlation
with unethical behavior when moral identity symbolization was high vs. when moral
identity symbolization was low. No support was found that either dimension of moral
identity moderated the relationships between the remaining principle ethical climates
(RUL, LAW) and unethical behavior, as the MII x RUL (Model 10), MII x LAW (Model
11), MIS x RUL (Model 15) and MIS x LAW (Model 16) interaction terms were not

found to be significant.

These results indicated that both moral identity internalization and moral identity
symbolization had a significant moderating effect on the relationship between one of the
principle ethical climates, specifically the independence climate, and unethical behavior.
The relationship between independence climate and unethical behavior became more
negative as moral identity internalization increased, as predicted by hypothesis H3b.
However, the relationship between independence climate and unethical behavior became
more positive as moral identity symbolization increased, which was the opposite of the
direction predicted by hypothesis H3b. These results provided partial support for
hypothesis H3b with respect to the principle climate, in that moral identity
internalization, but not moral identity symbolization, was shown to moderate the
relationship between principle climate and unethical behavior such that the relationship
became more negative as moral identity internalization increased. However, hypothesis

H3b was not fully supported for principle climates as the results showed that moral
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identity symbolization had a significant moderating effect that was opposite of the

predicted impact on the relationship between principle climate and unethical behavior.

In summary, this study provided evidence that moral identity internalization
moderated the relationships between the benevolence and principle ethical climates and
unethical behavior, such that these relationships became more negative as moral identity
internalization increased, as predicted by hypothesis H3b. However, the moderating
effect of moral identity symbolization on the relationship between ethical climates and
unethical behavior was not significant for the benevolence climate and was opposite of
the predicted direction for the principle climate. Thus, Hypothesis 3b was partially

supported for benevolence and principle ethical climates.

Hypothesis H4 predicted that situational strength moderated the relationship
between ethical climate types and unethical behavior (CUB), such that the positive
relationship between egoism climate (INS) and these behaviors and the negative
relationships between benevolence (CAR) and principle (IND, RUL, LAW) climates and
these behaviors became stronger as situational strength increases. Two measures of
situational strength were developed for this study. The self-report measure of situational
strength was calculated as the mean of the items on the Situational Strength scale. The
variance-based measure of situational strength was calculated as the mean of the
variances of each of the ethical climate sub-scales. The self-report measure of situational
strength was not significantly correlated with the variance-based measures of situational
strength, indicating that these alternate measures of situational strength were not tapping

the same underlying construct. Combined with the previously noted Situational Strength
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alpha of 0.63, these results implied that the self-report measure of situational strength

designed for this study did not have adequate reliability.

Hierarchical multiple linear regression was used to test hypothesis H4, using the
regression models provided in Appendix 8. For each model, ethical climate was added in
step 1, situational strength was entered in step 2, and the interaction between ethical
climate and situational strength was entered in step 3. Both the self-report measures of
situational strength (SS) and the variance-based measures of situational strength
(CARVAR, RULVAR, LAWVAR, INSVAR, INDVAR) were used in the regression
models. Results from the moderated hierarchical regression analysis used to test
hypothesis H4 are presented in Table 8. To determine whether the moderation effects
predicted by hypothesis H4 were supported, both the significance of the models and the

sign and significance of the interaction terms were examined.

Consistent with hypothesis H4 predictions with respect to egoism climates, a
significant interaction was found for INS x SS (Model 22), which explained an additional
3.8% of the variance in unethical behavior above the main effects. The beta coefficient
for the interaction term of 0.19 indicated that as situational strength (SS) increased, the
dependent variable CUB increased, which was consistent with the predicted relationship
direction. Figure 10 depicts the instrumental climate - unethical behavior relationship for
high situational strength (i.e., situational strength above the 50" percentile) and low
situational strength (i.e., situational strength below the 50™ percentile). This figure
illustrates that the instrumental climate had a stronger correlation with unethical behavior
when situational strength was high vs. when situational strength was low. In contrast, the

INS x INSVAR (Model 27) interaction term was not found to be significant. These
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results provided support for hypothesis H4 with respect to the egoism climate, in that
situational strength was shown to moderate the relationship between egoism climate and
unethical behavior such that the relationship became stronger as situational strength

increased.

Consistent with hypothesis H4 predictions with respect to principle climates, a
significant interaction was found for LAW x LAWVAR (Model 26), which explained an
additional 1.2% of the variance in unethical behavior above the main effects. The beta
coefficient for the interaction term of 0.12 indicated that as situational strength (SS)
increased, the dependent variable CUB increased, which was opposite of the predicted
relationship direction. Figure 11 depicts the law climate - unethical behavior relationship
for high situational strength and low situational strength, which illustrates that the law
climate had a stronger correlation with unethical behavior when situational strength was
low vs. when situational strength was high. In contrast, the LAW x SS (Model 21)
interaction term was not found to be significant. Additionally, no support was found that
situational strength moderated the relationship between the remaining principle climates
(IND, RUL) and unethical behavior, as the RUL x SS (Model 20), IND x SS (Model 23),
RUL x RULVAR (Model 25) and IND x INDVAR (Model 28) interaction terms were not
found to be significant. Therefore, hypothesis H4 was not supported with respect to
principle ethical climates. Additionally, no support was found that situational strength
moderated the relationship between the benevolence climate and unethical behavior, as
the CAR x SS (Model 19) and CAR x CARVAR (Model 24) interaction terms were not
found to be significant. Therefore, hypothesis H4 was not supported with respect to

benevolence ethical climates.
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In summary, this study found support for hypothesis H4, which predicted that
situational strength had a significant moderating effect on the relationships between the
ethical climates and unethical behavior, and that these relationships became stronger as
situational strength increases. Specifically, situational strength was found to moderate
the relationship between the egoism climate and unethical behavior. The moderation
effect was in the predicted direction such that the effect of the egoism climates on
unethical behavior became stronger as situational strength increased. No support was
found for the moderating effect of situational strength on the relationships between the
principle and benevolence climates and unethical behavior. Together, these results

provided partial support for Hypothesis H4 for egoism ethical climates only.

Hypothesis HS predicted that situational strength moderated the relationship
between moral identity (MII, MIS) and unethical behavior (CUB), such that the negative
relationship between moral identity and these behaviors became stronger in benevolence
(CAR) and principle (IND, RUL, LAW) climates and weaker in egoism climates (INS) as
situational strength increased. Hierarchical multiple linear regression was used to test
hypothesis H5, using the regression models provided in Appendix 8. For each model,
moral identity and ethical climate type was added in step 1, situational strength was
entered in step 2, and the interaction between moral identity and situational strength was
entered in step 3. Only the variance-based measures of situational strength (CARVAR,
RULVAR, LAWVAR, INSVAR, INDVAR) were used in the hypothesis tests for HS.
Results from the moderated hierarchical regression analysis used to test hypothesis HS

are presented in Table 9. To determine whether the moderation effects predicted by
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hypothesis H5 were supported, both the significance of the models and the sign and

significance of the interaction terms were examined.

Consistent with hypothesis H5 predictions with respect to benevolence climates, a
significant interaction was found for MII x CARVAR (Model 29), which explained an
additional 5.4% of the variance in unethical behavior above the main effects. However,
the beta coefficient for the interaction term of 0.23 indicated that as situational strength
(CARVAR) increased, the dependent variable CUB increased, which was the opposite of
the predicted relationship direction. Figure 12 depicts the moral identity internalization -
unethical behavior relationship for high situational strength and low situational strength,
which illustrates that moral identity internalization had a stronger correlation with
unethical behavior when situational strength was high vs. when situational strength was
low. Additionally, no support was found that situational strength moderated the
relationship between moral identity symbolization and unethical behavior in benevolence
climate, as the MIS x CARVAR (Model 34) interaction term was not found to be
significant. Therefore, hypothesis HS was not supported with respect to benevolence

ethical climates.

No support was found that situational strength moderated the relationship between
moral identity and unethical behavior in the egoism (INS) climate, as the MII x INSVAR
(Model 32) and MIS x INSVAR (Model 37) interaction terms were not found to be
significant. Therefore, hypothesis HS was not supported with respect to egoism ethical
climates. Similarly, no support was found that situational strength moderated the
relationship between moral identity and unethical behavior in principle (RUL, LAW,

IND) climates, as the MII x RULVAR (Model 30), MIS x RULVAR (Model 35), MII x
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LAWVAR (Model 31), MIS x LAWVAR (Model 36), MII x INDVAR (Model 33) and
MIS x INDVAR (Model 38) interaction terms were not found to be significant.

Therefore, hypothesis H5 was not supported with respect to principle ethical climates.

In summary, this study failed to provide support for hypothesis HS5, which
predicted that situational strength had a significant moderating effect on the relationships
between ethical climates and unethical behavior, and that these relationships became
stronger as situational strength increases. Although the results showed that situational
strength moderated the relationship between moral identity internalization and unethical
behavior in benevolence climates, the relationship became more positive as situational
strength increased, which was the opposite of the relationship predicted by hypothesis
HS5. In addition, no support was found for the moderating effect of situational strength on
the relationships between moral identity and unethical behavior in the egoism or principle
climates, as predicted by hypothesis HS. Therefore, hypothesis H5 was not supported for

any of the ethical climates (benevolence, egoism, principle).

To recap the study results, full support was found for hypothesis H1a, partial
support was found for hypotheses H1b, H2, H3a, H3b and H4, and no support was found
for hypothesis H5. A summary of the findings for all hypotheses is provided in Appendix

10. Inclusion of control variables in the models did not result in changes to the
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hypotheses conclusions®. In addition, the analysis was rerun with cases with failed

attention checks included in the dataset, with minimal impact to results>.
4.4 Additional Research Questions

This study also sought to answer additional research questions. The first research
question was “Do the correlations across the stages of Rest’s ethical decision-making
framework (Rest, 1986) vary by ethical climate type?” As a reminder, moral
disengagement (MD) corresponds to moral awareness, the first stage of Rest’s
framework, ethical judgments (EJ) corresponds to moral judgment, the second stage, and
unethical pro-organizational behavior (UPB) corresponds to moral motivation, the third
stage. The mean score for each ethical climate type was calculated as the average of the
items that comprise each ethical climate sub-scale. The ethical climate with the highest
mean score for each case was designated as the dominant ethical climate, and cases in

which two or more ethical climates had equivalent mean scores were eliminated. The

2 Examination of the correlations between the control variables and the dependent
variables reveals that only four control variables (role in organization, gender, social
desirability, hours worked per week) have significant correlations with unethical
behavior. These control variables were entered into Block 1 for all regression models
listed in Appendix 8. Most models did not change, with the exception of models 9 and
19. The interaction terms for models 9 and 18 are no longer significant when the control
variables are added, as denoted in Table 7. These changes do not impact any of the
hypotheses’ findings.

* Scale reliabilities and correlations were consistent between the original analysis and the
revised analysis, and the hypotheses findings for Hla, H1b, H2, H3a, H3b and H4 were
unaffected by the inclusion of cases with failed attention check items. In the revised
analysis, the interaction terms involving MIS become significant for the models used to
test HS, thus providing partial support for HS for benevolence and principle ethical
climates.
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cases were categorized by dominant ethical climate and the correlations between MD, EJ

and UPB were found within each dominant ethical climate category.

Results are presented in Table 11 and Figure 13. The MD « EJ, EJ < UPB, and
MD « UPB correlations were significant in the instrumental, law, and rules climates.
The MD < EJ and MD « UPB correlations were significant in the caring climate but the
EJ < UPB correlation was not. The strongest correlations occurred in the rules climate
and range from 0.760 to 0.837, which are considered to be strong correlations (Salkind,
2014, p.94). Correlations across the stages in the law and instrumental climates were
smaller than those found in the rules climate, and range from 0.533 to 0.736, which are
considered to be moderate to strong correlations (Salkind, 2014, p.94). The weakest
correlations occurred in the caring climate and range from 0.518 to 0.577, which are
considered to be moderate correlations (Salkind, 2014, p.94). The MD < EJ, EJ <
UPB, and MD « UPB correlations were not found to be significant in the independence
climate. These results indicated that correlations across the stages of Rest’s ethical
decision-making framework varied by ethical climate type, thus answering the first

research question.

The second research question was “Does perceived ethical climate vary as a result of
individual characteristics (i.e., gender and age)?” One-way analysis of variance was
conducted to compare the means of perceived dominant ethical climates by age and by
gender. Results are provided in Table 12 for age and in Table 13 for gender. Age had a
significant effect on perception of the independence climate as the dominant climate but
not for any other climate type. Gender was not shown to have a significant effect on

perceived dominant climate for any climate type. These results implied that perceived
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ethical climate varied by age for certain ethical climates but did not vary by gender, thus

answering the second research question.
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CHAPTER 5: DISCUSSION

5.1 General Discussion

The main goal of this study was to empirically examine the impact of psychological
ethical climate on three less studied kinds of unethical behavior: moral disengagement,
ethical judgments, and unethical pro-organizational behavior. Using a survey approach,
this study explored whether and how ethical climate types correlated with unethical
behavior in organizations. In addition, this study investigated whether moral identity also
correlated with unethical behavior, and whether moral identity and situational strength
moderated the relationships between ethical climates and unethical behavior. The

relationships confirmed in this study offer several contributions to the literature.

First, the models investigated extend extant theory related to the relationships
between ethical climate and unethical behavior. Although substantial empirical evidence
confirms that ethical climates predict various unethical behaviors such as stealing, lying,
bribery, workplace deviance, pro-social rule breaking, bullying, and mis-reporting
(Appiah, 2015; Fritzsche, 2000; Smith et al., 2009; Weber et al., 2003; Wimbush et al.,
1997), research is limited into the effects of ethical climate on moral disengagement
(Trevino et al., 2014), unethical pro-organizational behavior (Newman et al, 2017) and
ethical judgments (Mudrack & Mason). This study confirmed propositions from previous
literature (Kish-Gephart et al., 2010; Martin & Cullen, 2006) by finding that egoism
ethical climate was positively correlated with unethical behavior and that principle ethical
climate, specifically the law and code climate, was negatively correlated with unethical

behavior. Additionally, this study extended these propositions by confirming these
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relationships were maintained with respect to moral disengagement, ethical judgments,
and unethical pro-organizational behavior. The correlations between egoism climate and
these unethical behaviors were observed to be the strongest, followed by the correlations
between the principle climates and these behaviors. The correlations between the
benevolence climate and unethical behaviors were not significant. The study’s findings
that egoism climates were correlated with higher frequency of unethical behaviors and
that principle climates were correlated with lower frequency of unethical behaviors are
consistent with the results of Martin and Cullen’s (2006) meta-analysis and Kish-Gephart

et al.’s (2010) meta-analysis.

Additionally, the findings presented here extend previous theory that suggests that
moral identity influences various unethical behaviors (Aquino et al., 2009; Matherne et
al., 2018; May et al., 2015). This study supports a link between an individual’s moral
identity and his or her propensity to engage in moral disengagement, ethical judgments,
and unethical pro-organizational behavior. Specifically, this study provided evidence that
moral identity was negatively related to moral disengagement, ethical judgments, and
unethical pro-organizational behavior, such that individuals with stronger moral identities
had a lower propensity to exhibit these unethical behaviors. These relationships were
observed to be significant and in the predicted direction for moral identity internalization
but not for moral identity symbolization. Thus, this study also extends prior research into
the differential effects of the moral identity dimensions, which has shown that moral
identity internalization was a better predictor of unethical behavior than was moral

identity symbolization (Aquino & Reed, 2002; Treviio et al., 2014).
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This study also indicated boundary conditions that influence the strength of the
relationships between ethical climates and unethical behavior. The first boundary
condition investigated was moral identity. Extant literature provides evidence that moral
identity moderates the relationship between ethical climates and certain unethical
behaviors, including financial reporting, bribery, cheating, self-interested behavior and
unethical pro-organizational behavior (Aquino et al., 2009; Birtch & Chiang, 2014;
Matherne III & Litchfield, 2012; Reynolds & Ceranic, 2007; van Gils et al., 2017). This
study builds on prior theory by providing evidence that stronger moral identity decreased
the magnitude of the positive effect of egoism climates on moral disengagement, ethical
judgments, and unethical pro-organizational behavior, and increased the magnitude of the
negative effects of benevolence and principle climates on these unethical behaviors.
Similar to the direct relationships between moral identity and unethical behaviors, these
interaction effects were shown to be significant and in the predicted direction only for the
moral identity internalization dimension. Interaction effects involving the moral identity
symbolization dimension were either not significant or affected the relationships in the

opposite of the predicted direction.

The second boundary condition investigated was situational strength. Although many
researchers have documented organizational and personal factors that impact the
relationships between ethical climates and unethical behavior (Myer et al., 2016; Stewart
etal., 2011), only a few have explored the moderating effect of situational strength on
these relationships (Bartels et al., 1998). This study adds to the situational strength and
ethical climates literatures by providing evidence that situational strength moderated the

relationships between the egoism and principle ethical climates and unethical behavior,
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such that these relationships became stronger as situational strength increases. However,
this interaction effect was not observed for benevolence climates. Additionally,
situational strength was not found to have a significant moderating effect on the

relationships between moral identity and unethical behavior in the predicted direction.

In summary, the research presented here makes several contributions to the ethics and

organizational climate literatures.
5.2 Implications for Theory

Results of this study offer insights into how ethical climate and moral identity affects
key organizational outcomes, including the propensity to engage in moral disengagement,
ethical judgments, and unethical pro-organizational behavior. The models used to
generate these insights have several implications for theory, and all of the ideas proposed

herein may be further theoretically developed and tested.

The relationships between ethical climates and unethical behaviors. Results of
this study confirmed the role that ethical climates play in predicting unethical behavior,
by finding that egoism ethical climates were positively correlated with moral
disengagement, ethical judgments, and unethical pro-organizational behavior, and that
principle ethical climates were negatively correlated with moral disengagement, ethical
judgments, and unethical pro-organizational behavior, as hypothesized. As previously
noted, the correlations between the egoism climates and unethical behaviors in this study
were found to be significant and in the predicted direction, as were the correlations
between one of the principle climates, specifically the law and code climate, and
unethical behaviors. However, no significant correlations between the benevolence, rules,

and law and code climates and unethical behaviors were found. These results are
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consistent with some of the results of Kish-Gephart et al.’s (2010) meta-analysis, which
found that egoism climates increased unethical choices, although the predictive strength
was weak, and that principle climates decreased unethical choices with moderate
predictive strength. However, this study’s results contrast with the results obtained by
Kish-Gephart et al. (2010) with respect to benevolence climates, which they found
decreased unethical choices with moderate predictive strength, as well as with the results
obtained by Martin and Cullen (2006), who found a significant negative correlation
between the law and code climate and dysfunctional behavior and a weak negative
correlation between the rules climate and dysfunctional behavior. This result may be
caused by the influence of unspecified boundary conditions in the present study, and
suggests that a broader conceptualization of the organizational ethical context may be
needed. For example, Arnaud and Schminke (2012) found that collective moral emotion
and collective ethical efficacy moderated the relationship between ethical climate and

ethical behavior.

In addition, this study found that the correlation between the independence climate
and unethical behavior was significant and positive, which was the opposite direction of
the predicted relationship. Individuals who perceive independence climates base ethical
decisions on deeply held personal moral convictions without substantial regard for
outside influence (Elm & Nichols, 1993). This makes predictions about the effect of
independence climates on outcomes and behaviors difficult to make, and, therefore, this

result is not entirely surprising.

This study also failed to find evidence that an increased perception of benevolence

climate was correlated with less willingness to engage to engage in moral disengagement,
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unethical pro-organizational behavior and ethical judgments, as hypothesized. This
unexpected finding may result from several potential causes. Elm and Nichols (1993)
predicted that ethical decisions in a benevolence ethical climate are based on an
overarching concern for the well-being of others, and that decision guidelines focus on
achieving overall welfare for the organizational population. Therefore, individuals who
perceive a benevolence ethical climate may not be less likely to engage in unethical pro-
organizational behavior because their guiding focus is on securing potential benefits to
the organization. Second, individuals who perceive a benevolence ethical climate may
not be less likely to engage in moral disengagement, potentially because they are willing
to engage mechanisms that minimize, rationalize, or distort actions in service of their
goal of achieving the best outcome for others. Lastly, individuals who perceive
benevolence climates may not be less likely to engage in ethical judgments, perhaps
because they perceive that these behaviors, such as stealing, do not have a detrimental

effect on others.

Together, these results suggest that the influence of climate on unethical behaviors is
greatest at the climate extremes (i.e. egoism and principle climates), which is consistent
with the results of Schminke et al. (2005). However, the finding that benevolence
climate was not significantly correlated with unethical behavior contradicts prior studies
that suggest that caring climates are the most preferred (Cullen et al, 2003). These
findings imply that additional boundary effects, including the type of unethical behavior,
may be a salient factor in the direction and strength of the relationships between unethical
behaviors and ethical climate types. Future research should examine the potential

moderating effects of different types of unethical behaviors with respect to different
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ethical climates. Additionally, future research should simultaneously test the
relationships of benevolence climates with unethical behavior alongside other more
desirable individual outcomes, such as turnover intention, organizational citizenship

behavior and psychological well-being.

The relationships between moral identity and unethical behaviors. This study
builds on a stream of research on the effects of moral identity on unethical behavior.
Multiple researchers have empirically demonstrated a link between moral identity and
unethical decision-making (Hardy, 2006; Reynolds & Ceranic, 2007; Shao et al. 2008).
This study provided empirical evidence that moral identity was negatively correlated with
moral disengagement, ethical judgments, and unethical pro-organizational behavior, and
also confirmed that the moral identity internalization dimension was a significant
predictor of unethical behavior whereas moral identity symbolization was not. This
observation has at least three key implications. First, this result confirms that moral
identity internalization and moral identity symbolization are distinct constructs, as
suggested by the CFA results, and that these dimensions effect individual outcomes in
different ways, consistent with prior research (Aquino & Reed, 2002; Trevifio et al.,
2014). Second, this result suggests that moral disengagement, ethical judgments, and
unethical pro-organizational behavior are conceptually related more to outcomes or
measures that do not have a self-presentational or public dimension that is associated
more with moral identity symbolization (Aquino & Reed, 2002). Third, this result also
suggests that unethical behaviors that have a more salient self-presentational or public
dimension may be more sensitive to moral identity symbolization as well as to social

desirability bias. Additional research should examine whether the type of unethical
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behavior moderates the relationship between moral identity dimensions and unethical
behavior. Additionally, future research should explore whether social desirability bias
attenuates the relationship between the moral identity dimensions and unethical
behaviors, and whether the strength of this interaction effect varies based on the type of

unethical behavior.

Moderating effect of moral identity on the relationships between ethical climates
and unethical behaviors. Results of this study highlighted the importance of moral
identity in the processes by which ethical climates relate to unethical behaviors. Results
indicated that moral identity internalization had a significant moderating effect on the
relationship between egoism, benevolence and principle ethical climates and unethical
behavior, such that these climates had stronger relationships with unethical behavior
when moral identity internalization was low versus when moral identity internalization
was high. These findings suggest that individuals who have high moral identity
internalization are more likely to make ethical decisions based on a strong internal moral
sense and are less susceptible to the external context as it relates to ethical decision-
making. Prior research has found that ethical climate had a positive effect on moral
decision making for individuals low in moral identity but no effect for those high in
moral identity (van Gils et al., 2017), and that moral priming had a greater influence on
the likelihood to engage in unethical behaviors among those with weaker moral identities
as compared to those with stronger moral identities (Aquino et al., 2009). This study
extends this research by providing support for the existence of significant interaction

effects between moral identity internalization and unethical behavior specifically with
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respect to moral disengagement, ethical judgments, and unethical pro-organizational

behavior.

Results also indicated that moral identity symbolization had a significant moderating
effect on the relationship between the egoism climate and unethical behavior, such that
the egoism climate had a stronger correlation with unethical behavior when moral
identity symbolization was high as compared to when moral identity symbolization was
low. This unexpected result may be rooted in the observation that individuals who
perceive egoism climates are more likely to prioritize self-interest above other
considerations when making ethical decisions, as suggested by ethical climate theory
(Martin & Cullen, 1988). Such individuals may be more conscious of self-image and
therefore may be more sensitive to the symbolization dimension of moral identity, which
“taps a more general sensitivity to the moral self as a social object whose actions in the
world can convey that one has these characteristics” (Aquino & Reed, 2002, p. 1426).
Therefore, the ethical behaviors of individuals with high moral identity symbolization
may be more sensitive to the influence of egoism ethical climates because such
individuals may be more concerned with presenting the appearance of ethical behavior as

compared to actually behaving ethically.

A similar result was found for principle ethical climates; that is, moral identity
symbolization had a significant moderating effect on the relationship between the
principle climate and unethical behavior, such that climate had a stronger predictive
effect on unethical behavior when moral identity symbolization was high as compared to
when moral identity symbolization was low. This result is surprising. One would expect

individuals who perceive independence climates, which is characterized by the belief that



94

ethical decisions should not be based on outside influence (Elm & Nichols, 1993), would
be relatively indifferent to the effects of moral identity symbolization, which focuses on
external representation of internally held beliefs. These findings suggest that the
moderating effect of moral identity on the relationship between ethical climates and
unethical behaviors may vary based on the type of unethical behavior as well as on the
type of ethical climate. As an example, moral identity internalization may have a greater
impact on certain unethical behaviors in benevolence climates as compared to moral
identity symbolization. Research to explore whether similar unethical behaviors exhibit
similar interaction effects across both moral identity dimensions is warranted. For
example, unethical behaviors can be categorized based on how they align to the stages of
Rest’s (1986) framework. Future research should evaluate the moderating effect of moral
identity on the relationships between ethical climates and unethical behavior to determine
whether the effects differ based on the framework stage to which the unethical behaviors

align.

Moderating effect of situational strength on the relationships between ethical
climates and unethical behaviors and moral identity and unethical behaviors.
Situational strength has been found to moderate the relationships between ethical
climates and unethical behaviors in a limited number of studies, such that the
relationships were stronger when situational strength was higher (Bartels et al., 1998;
Shin, 2012). Several key findings emerged from this study with respect to the
moderating effect of situational strength on the relationships between ethical climates and
unethical behaviors. First, this study extends theory by finding evidence that the positive

effects of egoism climate on moral disengagement, unethical pro-organizational behavior
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and ethical judgments became stronger as situational strength increased. Second, this
study found no evidence that situational strength moderated the relationship between the
principle and benevolence climates and unethical behavior. Lastly, this study failed to
find evidence that situational strength moderated the relationship between moral identity
and unethical behavior. The latter results could be due to the lack of a robust
operationalization of the situational strength measure, as suggested by the relatively low
alpha for situational strength discussed in the prior chapter. Together, these observations
suggest that additional research is needed to develop a valid and reliable situational
strength direct-measure scale for use in studies in which it is not possible to measure

between-person agreement, the more commonly used measure of situational strength.

Correlations across stages of Rest’s framework. This study explored the effects of
ethical climate type on the correlations across three of four stages in Rest’s (1986) moral
ethical decision-making framework, specifically the moral awareness, moral judgment
and moral motivation stages. This study found that the strongest correlations across the
stages occurred within the rules and law climates. Individuals who perceive a rules
climate are more likely to make decisions based on norms of right and wrong (Baskin et
al., 2015), as codified in organizational codes or rules. Individuals who perceive law
climates are motivated to behave in ways that comply with codes, rules, and procedures,
which are generally designed to define and enforce what constitutes right vs. wrong
behavior (Martin and Cullen, 2006). These finding suggests that such individuals may
have relatively consistent propensities to participate in unethical behaviors, regardless of
the decision-making stage to which the unethical behaviors align, so long as the

behaviors are linked to the breaking of a code, rule or law. This study found evidence of
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similar patterns within the instrumental climate, which demonstrated smaller but still
significant correlations across the stages. This result is not surprising, as individuals who
perceive an egoism ethical climate are motivated to behave in ways that prioritize their
own self-interest and the interests of the organization (Wimbush & Shepard, 1994). With
self-interest as a dominant and consistent motivator, such individuals are expected to
demonstrate relatively consistent response patterns when confronted with ethical
decisions. Thus, significant correlations between different types of unethical behaviors in

egoism climates is to be expected.

The weakest correlations across the stages were observed in the caring climate.
These findings suggest that individuals who perceive caring climates, which encourage
individuals to evaluate behavior in light of potential consequence to others (Baskin et al.,
2015), may exhibit more flexible approaches and consider a wider range of factors when
determining whether to engage in unethical behavior. Such individuals may make ethical
decisions based on what is good for others, and therefore may have wider variances in
their propensity to engage in unethical behavior in response to the context, including the
moral intensity of the issue. No significant correlations across the stages were found in
the independence climate, suggesting that people who perceive independence climates,
who tend to follow a strict set of personal standards, do not exhibit consistent response
patterns to unethical behaviors. Instead, these individuals may make bespoke, case-by-
case decisions on whether to engage in unethical behaviors depending on the degree to
which the unethical behavior does or does not align with his or her personal values and

beliefs.
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Thus, this study contributes to the limited research stream on this topic, with only one
study on the correlations across Rest’s decision-making stages (Musbah et al., 2016)
identified through extensive literature search. Future research should explore the
relationships across all four of Rest’s stages, to include the moral action stage in addition
to the three stages investigated as part of this study. Additionally, research should
investigate the processes by which the unethical behaviors are linked to each other, and
whether the correlation strengths vary across the stages based on the specific unethical

behaviors being studied.

Methodological contributions. This study contributes to the methods literature in a
few ways. First, this study compared two alternate methods for measuring situational
strength: self-report (developed by the author) and variance-based (Schneider et al.,
2002). The self-report measure of situational strength did not have acceptable reliability
and was not significantly correlated with the variance-based measure of situational
strength, which reflected within-person agreement. The reliability of a six-item
situational strength scale constructed with the five variance-based measures and the
single self-report measure of situational strength improved when the self-report item was
deleted, indicating that the variance-based measure was a better operationalization of
situational strength than the self-report measure developed for this study. In addition to
the development of a situational strength direct-measure scale as mentioned above, future
research should further explore the reliability and validity of within-person agreement as

an acceptable measure of situational strength.

The second contribution to the methods literature is the use of CFA to confirm the

reliability of the Ethical Climate Questionnaire (ECQ). The results of the CFA suggest
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that the five-factor model identified by Victor and Cullen (1988) and confirmed by
multiple other researchers provided a reasonable fit to the data and was a better fit than
the three-factor and one-factor models tested. This study also uses CFA to confirm that
moral disengagement, ethical judgments, and unethical pro-organizational behavior are
distinct constructs, although highly correlated. Future research should explore the
boundary conditions in which these behaviors are more highly correlated, as well as the

paths by which they are related.

5.3 Implications for Practice

This study provides useful insights for managers and other practitioners about the
relationships between ethical climates and unethical behavior and between moral identity
and unethical behavior to enable them to take targeted, research-based actions in order to
minimize negative organizational outcomes. First, this study found that a significant
percentage of the variances in moral disengagement, unethical pro-organizational
behavior, and ethical judgments could be attributed to ethical climates. Thus, an
organization’s ethical climate was a powerful predictor of unethical behaviors. Across all
of the models tested in this study, egoism climate had the strongest and most consistent
positive relationship with unethical behavior, while principle climate had the most
consistent negative relationship with unethical behavior. Therefore, organizations should
consider employing methods to systematically discourage egoism climates and promote
principle climates in order to reduce the propensity of organizational members to engage

in unethical behavior.

Broadly speaking, ethical climates emerge in response to three classifications of

antecedents: external organization context, organizational form, and strategic orientation
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(Martin & Cullen, 2006). Most organizations cannot readily change the external
organization context nor the organizational form, and therefore should focus their efforts
on strategic and managerial orientation in order to influence the ethical climate. Multiple
empirical studies provide evidence that several antecedents predict the development of
positive ethical climates, including hiring and training leaders to be more ethical
(Demirtas & Akdogan, 2015; Wu, 2017), implementing ethical codes (Ferrell & Skinner,
1988; McCabe et al., 1996; Peterson, 2002; Trevifio et al., 1998), and strategically using
rewards and punishments (Hegarty & Sim, 1979). Future research should further
investigate specific interventions, such as training, incentives, rewards and punishments,
value statements, and codes of ethics, in order to provide targeted prescriptions to
managers on the most effective actions they should consider implementing in order to
promote the desired ethical climates within their organizations. Organizations should
also consider use of the Ethical Climate Questionnaire as a diagnostic tool to identify
specific areas of the organization more prone to negative ethical climates in order to

effectively focus investments in interventions.

Additionally, this study found that a significant percentage of the variances in moral
disengagement, unethical pro-organizational behavior, and ethical judgments could be
attributed to moral identity. Based on Attraction-Selection-Attrition theory (Schneider,
1987), organizations hire and retain individuals that share certain traits and attitudes.
Managers can implement the findings from this study by focusing screening, hiring,
developing, promoting and retention efforts on employees with stronger moral identity
internalization. Attraction-Selection-Attrition theory (Schneider, 1987) predicts that

these organizations will attract others with similar moral identity profiles, which
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conceptually will eventually result in a plurality of employees who have high moral
identity internalization. Achieving a critical mass of individuals with similar moral
identity profiles will lead to more between-person agreement about what constitutes
ethical behavior at work, resulting in higher situational strength, which this study found
moderates the relationship between ethical climate and unethical behavior. Therefore,
organizations should further evaluate whether staffing strategies that consider the moral
identity profile of potential and current employees can help to build an organization
consisting of individuals who are less likely to engage in unethical behavior, both through
the direct effect of moral identity on unethical behavior as well as through the interaction
effect between ethical climate and situational strength. Future research should examine
the stability of moral identity as a self-conception and whether its relationship with the
propensity to engage in unethical behavior is consistent over time. Additionally,
researchers should examine whether a minimum threshold exists above which

organizations can be considered to have a critical mass of high moral identity employees.

Most of the control variables failed to emerge as having significant correlations with
unethical behavior. The exceptions were role in organization, gender, social desirability,
and hours worked per week. Inclusion of these control variables in the regression models
did not significantly increase the predictive power of most of the models, and did not
change the findings of the hypotheses tests. Therefore, this study found no evidence that
organizations can potentially improve positive ethical climates by enacting staffing
strategies that consider age, gender, years of experience, or other similar individual and

organizational factors.
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5.4 Limitations and Future Direction

Several limitations should be noted regarding the conclusions of this study. First,
common factor variance was introduced due to the study design, in which responses for
both predictor and criterion variables were collected using a single, survey-based method
(Podsakoff et al., 2003). Although this bias was partially mitigated by separating the
measurement of the predictor variables from the criterion variables, the recommended
procedure to combat this bias is to obtain measures of the predictor and criterion
variables from different sources and using different methods (Podsakoff et al., 2003).
Since the study design did not allow implementation of this approach, common factor
bias may inflate the observed relationships (Peterson, 2002). The study design also
introduced another limitation, the inability to test for causal relationships, as the data was
collected in a cross-sectional fashion. Additionally, since the topic of this study is a set
of behaviors generally regarded as undesirable, the study’s reliance on self-report data
introduced social desirability bias. To counteract this bias, respondents were informed
that their responses were anonymous and confidential, and responses to Reynold’s (1982)
social desirability scale were collected and used as a control variable. Nonetheless,
reliability of the results may have been impacted by the tendency of some people to
respond to items more as a result of their social acceptability than their true feelings
(Podsakoft et al., 2003). Future research should employ a longitudinal study design that
uses various methods (survey, interview, etc.) and collect data points from multiple
stakeholders (employees, managers, etc.) over time. This would help minimize many of
the sources of common method bias and allow for the collection of observations over
time in order to potentially establish a causal linkage between ethical climates and

unethical behavior.
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Another factor that may limit validity and reliability of the study’s findings is the
sourcing of participants through Qualtrics. Use of third-party panels can result in low
quality responses and/or an inappropriate respondent population. This risk was partially
controlled in several ways, including the use of a robust screening process, inclusion of
multiple attention check items in the survey, and establishing a minimum duration
threshold for completion of the survey instrument. However, this risk was not fully
mitigated, as evidenced by the need to request Qualtrics to replace samples containing
low quality responses, which were identified using a post hoc analysis technique.
Another limitation is the inability to aggregate the individual responses in order to derive
unit-level conclusions, because the respondents came from a range of companies and
industries. The final limitation is the failure to obtain a valid measure of situational
strength, which limited the ability to test hypotheses related to situational strength as a
moderator of the relationships between ethical climates and unethical behavior and
between moral identity and unethical behavior. Future research should involve
partnership with organizations that will allow respondents to be drawn from a relatively
homogeneous population. This will enable the computation of between-person variance
as a measure of situational strength, as well as allow aggregation of data in order to test
propositions involving unit-level data. Such research will be valuable to both researchers
and organizations that seek to understand whether individual-level variables can be
aggregated to unit-level variables, and whether unit-level variables are correlated with

organization-level outcomes.
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5.5 Conclusion

Over the past two decades, unethical behaviors in organizations have resulted in
negative outcomes, including financial impacts such as decreased shareholder value and
profitability as well as non-financial impacts such as poor employee morale and
reputation. The implications and consequences can be quite significant. For example,
Enron collapsed (McLean & Elkind, 2013), Salomon Brothers declared bankruptcy (Sims
& Brinkman, 2002), and Wells Fargo paid more than $1B in regulatory fines related to
unethical practices in home loans, auto loans and account opening (Bureau of Consumer
Financial Protection, 2016, 2018). Thus, the ability to better understand, predict and

manage unethical behaviors is of great importance to organizations.

This quantitative survey-based study identified linkages between psychological
ethical climates and unethical behavior, as reflected by moral disengagement, ethical
judgments, and unethical pro-organizational behaviors. This study found evidence that
principle ethical climates reduced the propensity to engage in these unethical behaviors,
whereas egoism ethical climates increased it. This study also found evidence that moral
identity had a direct effect on moral disengagement, ethical judgment and unethical pro-
organizational behavior, such that a person with higher moral identity had a lower
propensity to engage in these behaviors. Lastly, this study provided evidence that moral
identity moderated the relationships between ethical climate types and these unethical
behaviors, such that the positive relationship between egoism climate and unethical
behavior became weaker and the negative relationships between benevolence and
principle climates and unethical behavior became stronger when moral identity

internalization was high.
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This research improves academic understanding of ethical climate outcomes with
respect to three less-researched unethical behaviors and generates several implications for
theory, all of which may be further developed and tested. Additionally, this study
produces useful insights by which organizations can endeavor to actively instill or

enhance ethical climates in order to maximize desirable outcomes.
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Ethical Locus of Analysis
Philosophy Individual Local Cosmopolitan
Egoism Self-interest Company profit Efficiency
Benevolence Friendship Team interest Social responsibility
o . Rules and Laws and
Principle Personal morality .
procedures professional codes

Figure 2. Theoretical Ethical Climate Types (adapted from Victor & Cullen, 1988)
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Philosophy Individual Local Cosmopolitan
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Principle | Independence |  Rules | LawandCode |

Figure 3. Empirically Derived Ethical Climate Types (adapted from Victor and
Cullen, 1988)
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Figure 5: Moderation Effect of Moral Identity Internalization on Instrumental Climate
Relationship with Unethical Behavior (Model 12)

1 = Low moral identity internalization (i.e., moral identity internalization below the 50" percentile)

2 = High moral identity internalization (i.e., moral identity internalization above the 50" percentile)
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Figure 6: Moderation Effect of Moral Identity Symbolization on Instrumental Climate

Relationship with Unethical Behavior (Model 17)

1 = Low moral identity symbolization (i.e., moral identity symbolization below the 50" percentile)

2 = High moral identity symbolization (i.e., moral identity symbolization above the 50" percentile)
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Figure 7: Moderation Effect of Moral Identity Internalization on Caring Climate
Relationship with Unethical Behavior (Model 9)

1 = Low moral identity internalization (i.e., moral identity internalization below the 50" percentile)

2 = High moral identity internalization (i.e., moral identity internalization above the 50" percentile)
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Moderation Effect of Moral Identity Internalization on Independence Climate

Relationship with Unethical Behavior (Model 13)

1 = Low moral identity internalization (i.e., moral identity internalization below the 50" percentile)

2 = High moral identity internalization (i.e., moral identity internalization above the 50" percentile)
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Figure 9: Moderation Effect of Moral Identity Symbolization on Independence Climate
Relationship with Unethical Behavior (Model 18)

1 = Low moral identity symbolization (i.e., moral identity symbolization below the 50" percentile)

2 = High moral identity symbolization (i.e., moral identity symbolization above the 50 percentile)
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Figure 10: Moderation Effect of Situational Strength on Instrumental Climate Relationship
with Unethical Behavior (Model 22)

1 = Low situational strength (i.e., situational strength below the 50" percentile)

2 = High situational strength (i.e., situational strength above the 50" percentile)
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Figure 11: Moderation Effect of Situational Strength on Law Climate Relationship with
Unethical Behavior (Model 26)

1 = Low situational strength (i.e., situational strength below the 50 percentile)

2 = High situational strength (i.e., situational strength above the 50 percentile)
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Figure 13: Unethical Behavior Correlations by Perceived Dominant Climate Type



Table 1: Pilot Scale Reliabilities

Cronbach’s Alpha

Includes responses with Excludes responses with
failed attention check item failed attention check item

ECQ-Caring 0.888 0.872
ECQ-LawCode 0.888 0.874
ECQ-Rules 0.85 0.836
ECQ-Instrumental 0.92 0.855
ECQ-Independence 0.89 0.864
Situational Strength 0.121 0.270
Moral
Disengagement 0.941 0.877
Unethical ProOrg
Behavior 0.945 0.894
Ethical Judgments 0.985 0.953
Moral Identity

Internalization 0.669 0.78
Moral Identity

Symbolization 0.877 0.862
Social Desirability 0.794 0.8244
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Table 2: Sample Acquisition Data

Number | Percent
Total Attempted Responses collected by Qualtrics 1158 100%
Refused Consent (57) 5%
Failed Screener Question (416) 36%
Speeder (survey duration < minimum threshold) (24) 2%
Quota full (70) 6%
Abandoned survey (60) 5%
Failed 2 attention check items (162) 14%
Total Eliminated by Qualtrics (789) 68%
Total Valid Responses Initially Provided by Qualtrics 369 100%
Straight line responses flagged & requested to be replaced (35 9%
Replacement responses provided by Qualtrics 37
Total Valid Responses After Replacement 371 100%
Failed 1 attention check item (68) 18.5%
Additional speeder removals (2) 0.5%
Total Responses Used in Final Analysis 301 81%
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Table 3: Sample Characteristics

Variable Demographics Number Valid Percent

Gender Male 88 29.2
Female 213 70.8

Age 18-24 18 6.0
25-34 91 30.2

35-44 84 279

45-54 54 17.9

55-64 48 159

65-74 5 1.7

75-84 1 0.3

Average Hours 36-45 248 82.4
Worked per Week 46-55 37 12.3
56-65 12 4.0

66+ 4 1.3

Number of Years 1-3 76 25.2
Worked in 3-5 67 22.3
Organization 5-8 54 17.9
8§—-10 28 9.3
10+ 76 25.2
Total Years of 0-5 66 21.9
Industry Experience 5-10 87 28.9
10 - 15 51 16.9
15-20 33 11.0

20-25 28 93

25-30 15 5.0

30+ 21 7.0




Variable Demographics Number Valid Percent
Role in Senior Executive / Manager 57 18.9
Organization Mid-Level Manager 48 15.9
Lower-level Manager / 55 18.3

Supervisor

Individual Contributor 123 40.9
Other 15 5.0
Unsure 3 1.0
Number of Less than 1 level 26 8.6
Levels to CEO 1 39 13.0
2 46 15.3
3 51 16.9
4 26 8.6
5 24 8.0
6 21 7.0
7 or more levels 30 10.0
Unsure 38 12.6
Total Less than 100 75 24.9
Employees in Between 100 and 1000 94 31.2
Organization Between 1000 and 10,000 70 233
Between 10,000 and 100,00 28 93
More than 100,000 24 8.0
Unsure 10 33
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Table 10: Control Variable Correlations with Dependent Variables

Control Variable Mean Std. Dev N MD UPB EJ
Age 4.14 1.244 301 -0.044 | -0.071 | -0.016
AVerage HOurS sk sk Kok
Worked per Week 4.24 0.587 301 149 178 179
Years in Organization 3.87 1.525 301 0.055 | 0.064 | 0.025
Total Employees in 2.54 1.348 301 | 0.056 | -0.037 | 0.002
Organization
Levels to CEO 4.81 2.567 301 0.009 | -0.101 | 0.031
Role in Organization 3.00 1.273 301 | -.1707" | -.245™ | -201™
Total Years 3.00 | 1795 | 301 | -0.068 | -0.063 | -0.079
Experience in Industry
Gender 1.71 0.456 301 | -207" | -219™ | -.174™
Social Desirability 7.9269 | 3.05090 301 | -.308" | -253" | -.346™

** Correlation is significant at the 0.01 level (2-tailed).

* Correlation is significant at the 0.05 level (2-tailed).
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Table 11: Unethical Behavior Correlations by Perceived Dominant Climate Type

Climate Type | MD— EJ | EJ < UPB | MD «—~ UPB
Independence 0.286 0.722 0.629
Instrumental 0.678"" 0.661"" 0.736™
Law 0.624" 0.533" 0.674"
Rule 0.837" 0.760"" 0.798""
Caring 0.577"" 0.28 0.518"

* Significant at 0.05; ** Significant at 0.01; *** Significant at 0.001

Bold font denotes significant interaction effects
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Table 12: Perceived Dominant Climate by Age

Sum of Mean
Squares df Square F Sig.
CARMAX | Between Groups 0.173 6 0.029 | 0.393 | 0.883
Within Groups 17.341 236 0.073
Total 17.514 242
RULMAX | Between Groups 0.785 6 0.131 | 0.721 | 0.633
Within Groups 42.845 236 0.182
Total 43.630 242
LAWMAX | Between Groups 1.476 6 0.246 | 1.026 | 0.409
Within Groups 56.598 236 0.240
Total 58.074 242
INSMAX | Between Groups 0.097 6 0.016 | 0.291 | 0.941
Within Groups 13.096 236 0.055
Total 13.193 242
INDMAX | Between Groups 1.038 6 0.173 | 8.483 | 0.000
Within Groups 4.814 236 0.020
Total 5.852 242




Table 13: Perceived Dominant Climate by Gender

Sum of Mean
Squares df Square F Sig.
CARMAX | Between Groups 0.006 1 0.006 | 0.083 | 0.773
Within Groups 17.508 241 0.073
Total 17.514 242
RULMAX | Between Groups 0.109 1 0.109 | 0.606 | 0.437
Within Groups 43.520 241 0.181
Total 43.630 242
LAWMAX | Between Groups 0.018 1 0.018 | 0.075 | 0.785
Within Groups 58.056 241 0.241
Total 58.074 242
INSMAX | Between Groups 0.024 1 0.024 | 0.433 | 0.511
Within Groups 13.170 241 0.055
Total 13.193 242
INDMAX | Between Groups 0.001 1 0.001 | 0.050 | 0.823
Within Groups 5.851 241 0.024
Total 5.852 242
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Appendix 1: Literature Review Approach Overview

In order to identify studies that utilize ECT as defined by Victor and Cullen (1987,
1988), a reverse citation search was conducted in order to locate all studies referencing
the original Victor and Cullen (1987, 1988) articles using Google Scholar, supplemented
by searches in ABI/Inform and Business Source Complete. A search within these results
was conducted for articles, book chapters, dissertations, and working papers that
contained the terms “Ethical Climate”, “Unethical Behavior”, “Moral Identity”,
“Unethical Pro-organization Behavior”, “Moral Disengagement”, “Ethical Judgment”,
and “Climate Strength”. Additionally, cross-references were obtained from four
literature reviews of the ethical decision-making literature, an ethical behaviors meta-
analysis, and a literature review of the ethical climate literature to identify additional
sources. Titles and short descriptions of the approximately 480 references initially found
were reviewed, and abstracts were read in order to identify those that specifically discuss
ethical climates and impacts to unethical behaviors in organizations. This review

narrowed the population to approximately 230 documents.

Approximately 85% of the papers identified are quantitative and empirical; and the
remaining 15% are qualitative or theoretical. The identified research studies encompass
several different industries, including healthcare, finance, manufacturing, education,
professional services and retail trade, among others. Although much of the research
focuses on the U.S., studies were identified that cover most of the major regions of the
world, including Africa, Australia, Asia and Europe, illustrating the universal importance

of this topic. Literature spanning the years 1951 to 2019 was included in this review.
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Appendix 2: Key Alternative Ethical Climate Theories

Reidenbach and Robin

Reidenbach and Robin (1991) propose a conceptual model of corporate moral

development based on organizational display of specific behaviors. The five levels are:

e Amoral, in which corporates seek to maximize profitability at all costs

e Legalistic, in which organizations equate what is ethical with what is legal

e Responsive, in which organizations exhibit socially responsible behavior and
endeavor to help local communities

e Emerging Ethical, in which corporations seek to balance ethics and profit

e Developed Ethical, in which organizational decisions are driven by carefully

thought-out ethical and moral principles
Weber

Weber (1993) proposed an alternative ethical climate structure that builds on Victor
and Cullen’s framework but expresses it as a normative construct that can be used to
understand how ethical climates result in employee ethical behaviors. Weber’s multi-
component model consists of organizational ethical culture, code of ethics, employee
ethics training, and organizational enforcement mechanisms. Weber felt it was
important to reflect ethical climates in a framework that contains consistent categories,
recognize the inter-relationships of the components, and focuses on behavior as the key

outcome.
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Vidaver-Cohen

Another alternative to the Victor and Cullen framework is the unidimensional moral
climate continuum model (Cohen, 1995; Vidaver-Cohen, 1988). The positive moral
climate, or ethical climate, lies at one end of the continuum and at the other end lies the
negative moral climate, or unethical climate. In ethical climates, organizational norms
always facilitate behavior that merits the trust of organizational stakeholders, while
unethical climates never support such behavior. It is proposed that this continuum can

be assessed by five dimensions of work climates, including:

e goal emphasis

e means emphasis

e reward orientation
e task support

e socioemotional support

Babin, Boles and Robin

Babin, Boles and Robin (2000) produced an ethical climate scale that was geared
towards marketing professionals, defined as those involved in sales or service activities.
Their index was comprised of four dimensions: trust/responsibility, the perceived
ethicalness of peers' behavior, the perceived consequences of violating ethical norms, and
the nature of selling practices as communicated by the firm. This ethical climate scale
allows more precise understanding of ethical perceptions of boundary-spanning

employees and related consequences.
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Arnaud

Most recently, Arnaud (2006, 2010) developed and validated an Ethical Climate
Inventory (ECI) as a broader theoretical measurement of ethical work climates that is
founded on Rest’s (1984) four-component model. The ECI contains four factors:
collective moral sensitivity, collective moral judgment, collective moral motivation, and
collective moral character. Arnaud contends that the ECI addresses the criticisms of the
ECT in that it addresses more than just a single element of ethical work climates (shared
moral reasoning), and is, therefore, potentially a superior predictor of ethical behavior

(Arnaud, 2010).
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Appendix 4: Power Analysis Results

The APriori Sample Size Calculator for Multiple Regression Power Analysis

(https://www.danielsoper.com/statcalc/calculator.aspx?id=1) was used to calculate the

minimum sample size for this study. The regression models that were tested have a total
of 7 predictors and 30 interaction terms. To be able to detect a moderate effect size of
0.20 with a probability of 0.05, a statistical power level of 80%, and 37 total predictor
and interaction terms, the minimum required sample size is 162. For the same
parameters, but to detect a smaller effect size of 0.1, the minimum required sample size is
294. Because interaction effects are typically smaller than main effects, a minimum of

294 samples will be collected in order to ensure adequate power.

E A-priori Sample Size Calculator for Multiple Regression

This calculator will tell you the minimum required sample size for a multiple regression study, given
the desired probability level, the number of predictors in the model, the anticipated effect size, and
the desired statistical power level.

Please enter the necessary parameter values, and then click 'Calculate’.

Anticipated effect size (f): |: 0.1 -|9
Desired statistical power level: |: 0.8 -|9
Number of predictors: [ 37 @

Probability level: | p.05 I

Calculate!

Minimum required sample size: 294
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Appendix 5: Instructions and Scales

Instructions: We would like to ask you some questions about the general climate in your
company. Please answer the following questions in terms of how it really is in your
company, not how you would prefer it to be. There are no right or wrong answers.
Please be as candid as possible; remember, all responses will remain strictly anonymous
and confidential. Please select only one response to each statement from the following
choices: Completely false (0), Mostly false (1), Somewhat false (2), Somewhat true, (3)

Mostly true (4), or Completely true (5).

ETHICAL CLIMATE QUESTIONNAIRE (VICTOR AND CULLEN, 1987,
1988)
CARING

1. What is best for everyone in the company is the major consideration here

2. The most important concern is the good of all the people in the company as a
whole

3. Our major concern is always what is best for the other person
4. In this company, people look out for each other’s good

5. In this company, it is expected that you will always do what is right for the
customers and public

6. The most efficient way is always the right way in this company

7. 1In this company, each person is expected above all to work efficiently

LAW AND CODE

8. People are expected to comply with the law and professional standards over and
above other considerations

9. In this company, the law or ethical code of their profession is the major
consideration

10. In this company, people are expected to strictly follow legal or professional
standards

11. In this company, the first consideration is whether a decision violates any law

RULES

12. It is very important to follow the company’s rules and procedures here
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13. Everyone is expected to stick by company rules and procedures
14. Successful people in this company go by the book
15. People in this company strictly obey the company policies

INSTRUMENTAL

16. In this company, people protect their own interests above all else

17. In this company, people are mostly out for themselves

18. There is no room for one’s own personal morals or ethics in this company

19. People are expected to do anything to further the company’s interests, regardless
of the consequences

20. People here are concerned with the company’s interests -to the exclusion of all
else

21. Work is considered substandard only when it hurts the company’s interests
22. The major responsibility of people in this company is to control costs

INDEPENDENCE

23. In this company, people are expected to follow their own personal and moral
beliefs

24. Each person in this company decides for themselves what is right and wrong

25. The most important concern in this company is each person’s own sense of right
and wrong

26. In this company, people are guided by their own personal ethics

CLIMATE STRENGTH (AUTHOR)

1. Many people in my company share my opinions about the climate within our
company

2. People in my company differ in how they perceive the rules and norms of ethical
behavior (reverse code)

3. My coworkers and I generally agree about the climate within our company
4. Most of my coworkers share a similar view of workplace ethical behavior.

5. The rules and norms pertaining to ethical behavior are clear to everyone in my
organization
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Instructions: We would like to ask you some questions about your opinions and attitudes.
Please answer the following in terms of how you really feel, not how you would prefer
your feelings to be. There are no right or wrong answers. Please be as candid as
possible; remember, all responses will remain strictly anonymous and confidential.
Please select only one response to each statement from the following choices: Strongly
disagree (1), Disagree (2), Somewhat disagree (3), Neither agree or disagree (4),

Somewhat agree (5), Agree (6), or Strongly agree (7).

MORAL DISENGAGEMENT (MOORE, DETERT, TREVINO, BAKER AND
MAYER, 2012)

MORAL JUSTIFICATION

1. Itis okay to spread rumors to defend those you care about

EUPHEMISTIC LABELLING
2. Taking something without the owner’s permission is okay as long you’re just
borrowing

ADVANTAGEOUS COMPARISON

3. Considering the ways people grossly misrepresent themselves, it’s hardly a sin to
inflate your own credentials a bit

DISPLACEMENT OF RESPONSIBILITY

4. People shouldn’t be held accountable for doing questionable things when they
were just doing what an authority figure told them to do

DIFFUSION OF RESPONSIBILITY

5. People can’t be blamed for doing things that are technically wrong when all their
friends are doing it too

DISTORTION OF CONSEQUENCES
6. Taking personal credit for ideas that were not your own is no big deal

DEHUMANIZATION
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7. Some people have to be treated roughly because they lack feelings that can be
hurt

ATTRIBUTION OF BLAME

8. People who get mistreated have usually done something to bring it on

themselves

Instructions: We would like to ask you some questions about your opinions and attitudes.

Please answer the following in terms of how you really feel, not how you would prefer

your feelings to be. There are no right or wrong answers. Please be as candid as

possible; remember, all responses will remain strictly anonymous and confidential.

Please select only one response to each statement from the following choices: Strongly

disagree (1), Disagree (2), Somewhat disagree (3), Neither agree or disagree (4),

Somewhat agree (5), Agree (6), or Strongly agree (7).

UNETHICAL PRO-ORGANIZATIONAL BEHAVIOR (UMPHRESS,
BINGHAM AND MITCHELL, 2010)

1.

If it would help my organization, I would misrepresent the truth to make my
organization look good

If it would benefit my organization, I would withhold negative information about
my company or its products from customers and clients

If it would help my organization, I would exaggerate the truth about my
company’s products or services to customers and clients

If my organization needed me to, I would give a good recommendation on the
behalf of an incompetent employee in the hope that the person will become
another organization’s problem instead of my own

If my organization needed me to, I would withhold issuing a refund to a
customer or client accidentally overcharged

If needed, I would conceal information from the public that could be damaging
to my organization
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Instructions: We would like to ask you some questions about your extent to which

you have engaged in the practices listed below. There are no right or wrong answers. Please
be as candid as possible; remember, all responses will remain strictly anonymous and
confidential. Please provide only one response to each statement, with responses ranging

from 1 = Never to 7 = Frequently.

ETHICAL JUDGMENTS (AKAAH 1996)
PERSONAL USE

1. Using company services for personal use

2. Doing personal business on company time
3. Pilfering company materials and supplies
4

Taking extra personal time (lunch hour, breaks, early departure)

PASSING BLAME
5. Concealing one’s errors
6. Passing blame for errors to an innocent co-worker

7. Claiming credit for someone else’s work

BRIBERY
8. Giving gifts/favors in exchange for preferential treatment
9. Accepting gifts/favors in exchange for preferential treatment

FALSIFICATION
10. Falsifying time/quality/quantity reports
11. Calling in sick to take a day off

12. Authorizing a subordinate to violate company rules

PADDING EXPENSES
13. Padding an expense account up to 10%

14. Padding an expense account more than 10%

DECEPTION
15. Taking longer than necessary to do a job
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16. Divulging confidential information

17. Not reporting others’ violations of company policies and rules

Instructions: For the following items, please review the below list of some characteristics

that may describe a person:

Caring, compassionate, fair, friendly, generous, hardworking, helpful, honest, kind

The person with these characteristics could be you or it could be someone else. For a

moment, visualize in your mind the kind of person who has these characteristics. Imagine

how that person would think, feel, and act. When you have a clear image of what this

person would be like, answer the following questions. Please be as candid as possible;

remember, all responses will remain strictly anonymous and confidential. Please select

only one response to each statement from the following choices: Strongly disagree (1),

Disagree (2), Neither agree or disagree (3), Agree (4), or Strongly agree (5).

MORAL IDENTITY (AQUINO AND REED, 2002)

INTERNALIZATION

1. It would make me feel good to be a person who has these characteristics

2. Being someone who has these characteristics is an important part of who I am

3. Twould be ashamed to a be a person who has these characteristics (reverse code)

4. Having these characteristics is not really important to me (reverse code)

5. I strongly desire to have these characteristics

SYMBOLIZATION

6. I often wear clothes that identify me as having these characteristics

7. The types of things I do in my spare time (e.g., hobbies) clearly identify me as
having these characteristics
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8. The kinds of books and magazines that I read identify me as having these
characteristics

9. The fact that I have these characteristics is communicated to others by my
membership in certain organizations

10. I am actively involved in activities that communicate to others that I have these
characteristics

Instructions: Listed below are a number of statements concerning personal attitudes and
traits. Read each item and decide whether the statement is #rue or false as it pertains to
you personally. There are no right or wrong answers. Please be as candid as possible;
remember, all responses will remain strictly anonymous and confidential. Please provide

only one response to each statement.

SOCIAL DESIRABILITY - FORM C (REYNOLDS, 1982)

1. It is sometimes hard for me to go on with my work if I am not encouraged (F)

2. Isometimes feel resentful when I don’t get my way (F)

3. On a few occasions, I have given up doing something because I thought too little
of my ability (F)

4. There have been times when I felt like rebelling against people in authority even
though I knew they were right (F)

No matter who I’m talking to, 'm always a good listener (T)
There have been occasions when I took advantage of someone (F)
I’m always willing to admit it when I make a mistake (T)

I sometimes try to get even rather than forgive and forget (F)

o o =N oW

I am always courteous, even to people who are disagreeable (T)

10. I have never been irked when people expressed ideas very different from my
own (T)

11. There have been times when I was quite jealous of the good fortune of others (F)
12. I am sometimes irritated by people who seek favors of me (F)
13. I have never deliberately said something that hurt someone’s feelings (T)
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Instructions: This section contains information about you and the organization and/or
industry in which you work. Please answer these questions as accurately as possible, and
provide only one response to each question. All answers are anonymous and

confidential.

CONTROL AND SCREENING VARIABLES (AUTHOR)

QUESTIONS VARIABLE RESPONSE OPTIONS
TYPE
1. What is your Screening;  Drop-down menu with following options: 18
current age? control —24;25—34;35-44;45 - 54; 55 - 64; 65 —
74; and 75 — 84
2. In an average week, Screening Drop-down menu with following options: 36
how many hours do — 45 hours; 46 — 55 hours; 56 — 65 hours; and
you work? 66 hours or more
3. How many years Screening;  Drop-down menu with following options: 1
have you worked at  control to 3 years; 3 to 5 years; 5 to 8 years; 8 to 10
your current firm years; and more than 10 years
and/or
organization? (if
you’ve worked
more than one time
for your current
organization, only
include the time
since you joined
most recently.)
4. How you worked Screening Drop-down menu with “yes”, “no” and
primarily in the “don’t know”
united states for at
least the past twelve
months?
5. How would you Drop-down menu with following options:
classify your current Screening e Executive - primary duty is managing the

job? enterprise, or managing a customarily



6.

10.

How many total
employees work for
your firm or
organization?

How many levels
are between you
and the CEO or
president? (“0”
means you are the
CEO or president,
“1” means you
directly report to the
CEO or president,
etc.)

What is your role in
your firm or
organization?

How many total
years of experience
do you have in your
current industry?

What is your
gender?

Control

Control

Control

Control

Control
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recognized department or subdivision of
the enterprise

e Administrative - primary duty is
performance of office or non-manual
work directly related to general business
operations

e Professional - primary duty is the
performance of work requiring advanced
knowledge, defined as work which is
predominantly intellectual in character

e Other

e Unsure

Drop-down menu with following options:

less than 100 employees; more than 100 but

less than 1,000 employees; more than 1,000

but less than 10,000 employees; more than

10,000 but less than 100,000 employees;

more than 100,000 employees; and unsure

Drop-down menu with following options:
less than 1 level; 1 level; 2 levels; 3 levels; 4
levels; 5 levels; 6 levels; 7 or more levels;
and unsure

Drop-down menu with following options:
senior executive / manager, mid-level
manager, lower-level manager / supervisor,
individual contributor (no one directly
reports to me), other, and unsure
Drop-down menu with following options: 0
to 5 years; 5 to 10 years; 10 to 15 years; 15
to 20 years; 20 to 25 years; 25 to 30 years;
and 30+ years

Drop-down menu with following options:
male, female, binary/gender non-
conforming/other, and prefer not to answer
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The following attention check item were interspersed at random throughout the survey.

ATTENTION CHECK ITEMS (ADAPTED FROM BERINSKY, MARGOLIS &
SANCES, 2014)

1.

Differences in how people feel, their previous knowledge and experience, and
their environment can affect choices. To help us understand how people make
decisions, we are interested in whether you actually take the time to read the
directions. To show that you have read the instructions, please select “1” as your
response.

Most modern theories of decision making recognize that decisions do not take
place in a vacuum. Individual preferences and knowledge along with situational
variables can greatly impact the decision process. To demonstrate that you’ve
read this much, please select “4” as your response.

People are very busy these days and many do not have time to follow what goes
on in the workplace. Some do pay attention but do not read questions carefully.
To show that you’ve read this much, please select “7” as your response.
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Appendix 6: Rationale for Control Variables

The rationale for the control variables that were collected is provided below.

Organization Size

Ethical and moral judgment and reasoning has been found to be related to the size
of the organization (Browning & Zabriskie, 1983; Murphy, Smith & Daley, 1992).
Browning and Zabriskie (1983) found that respondents from larger firms were more
accepting of questionable gifts, while Murphy et al (1992) showed that larger firms and
smaller firms avoid unethical issues in different areas of the firm. Vitell and Festervand
(1987) found smaller firms perceived unethical practices were more common in their
industry, while Bartels, Harrick, Martell and Strickland (1998) concluded that large
organizations tend to have more serous ethical problems. In contrast, Chavez, Wiggins
and Yolas (2001) found that firm size is positively related to ethical decision-making
Interestingly, Neubaum, Mitchell and Schminke (2004) found that the size of the
organization was related to the perception of Caring, Rules, and Law and Code ethical
climates, such that the larger the organization the lower the perceived ethical climate.

Therefore, this study controls for organization size.

Gender

Gender has been shown to impact ethical decision making in multiple empirical
studies. The literature shows mixed results on the impact of gender on ethical decision-
making, but on average, females are reported to be more ethical than males. There are
differences between the ethical decisions made by males and females when faced with

different scenarios (Lund, 2000; Malinowski & Berger, 1996; Radtke, 2000). Some
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studies find that men were more likely to have committed unethical behaviors than
women (Ameen, 1996), while others found women prioritize ethics and make more
ethical decision than men (Glover, Bumpus, Logan & Ciesla, 1997; Ross & Robertson,
2003; Ruegger & King, 1992). By contrast, several studies find no significant differences
based on gender (Browning & Zabriskie, 1983; Dubinsky & Levy, 1985; Hegarty &
Sims, 1978; Kish-Gephart, Harrison, & Trevifio, 2010; McNichols & Zimmerer, 1985;

Serwinek, 1992). Therefore, this study controls for gender.

Age

Studies have had mixed results when investigating the impact of age on ethical
decisions. Some find that younger individuals or teams make more unethical decisions
(Deshpande, 1997; Peterson, Rhoads & Vaught, 2001) and that higher age is positively
correlated with ethical standards or decision making (Ruegger & King, 1992; Serwinek,
1992). Other studies have found that younger managers act more ethically than older
managers, and that individuals become less ethical as they age (Browning & Zabriskie,
1983; Eynon, Hills & Stevens, 1997; Roozen, De Pelsmacker, & Bostyn, 2001). Another
group of studies report no significant findings or mixed findings (Kish-Gephart, Harrison,
& Trevino, 2010; Singhapakdi, Karande, Rao & Vitell, 2001). Therefore, this study

controls for age.

Seniority and Role

Level and role in the organization has mixed results in empirical studies, with
several studies finding no significant effects of organizational level (Akaah & Riordan,

1989; Izraeli, 1988), while other studies found that level of hierarchy influences the
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likelihood to see ethical problems (Akaah, 1996; Chonko & Hunt, 1985; Posner &
Schmidt, 1987). Delaney and Sockell (1992) documented that lower level managers
believed they had to be more unethical to get ahead, while Chavez, Wiggins and Yolas
(2001)) found that CEO tenure negatively related to ethical decision-making. Overall the
literature suggests that as employee’s level in the organization increases, the employees’
ethical beliefs and decision-making behavior decreases (Ford & Richardson, 1994).

Therefore, this study controls for seniority and role.

Tenure and Years of Experience

Research supports the impact of tenure and experience on ethical decision
making, but with mixed results. Some studies indicate that more experience is associated
with increased ethical judgment, ethical orientation, and ethical intentions (Valentine &
Rittenburg, 2007; Weeks, Moore, McKinney & Longenecker, 1999). However, some
studies have found more complex relationships between experience and ethical decision
making or no statistical relationship at all (Sweeney, Arnold & Pierce, 2010; Wu, 2003).

Therefore, this study controls for tenure and years of experience.
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Appendix 7: Cover Letters and Informed Consent Notification

The survey instrument was distributed via an email containing a cover letter and a link to

the survey housed on the Qualtrics Experience Management (XM)™ platform.

Cover Letter 1

Emails sent by Qualtrics to panelists they identify and solicit to complete the survey

contained the following message:

This information is being gathered by Kellie McCorvey in support of a
dissertation research project for the Belk College of Business at the University of
North Carolina at Charlotte. Participation is voluntary, and all responses are
strictly anonymous and confidential. This study was approved by the University
of North Carolina at Charlotte Institutional Review Board on May 16, 2019
(Study #: 19-0139). No personally identifiable information will be collected, and
all data collected will be used strictly for research purposes.

Please click on this link to access the survey.

http://survey.qualtrics.com/jfe/form/SV_3eh30FAvQA8eGWh

Thank you for your participation. If you have any questions, please contact the

researcher directly at kmccorve@uncc.edu.
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Cover Letter 2

Emails sent by the author to the author’s personal acquaintances to solicit survey

participants contained the following message:

Hello All. This is Kellie McCorvey. As you may know, I am working on a
Doctorate in Business Administration degree from University of North Carolina
at Charlotte. I have completed all of my coursework and am now working on my
dissertation. My research interest is in employee’s perception of ethics in
businesses and how these perceptions may impact behaviors. This study was
approved by the University of North Carolina at Charlotte Institutional Review
Board on May 16, 2019 (Study #: 19-0139).

I am writing to ask for your participation in a survey, which is about 90 questions
long and should take no more than 15 to 20 minutes. The survey is voluntary, all
answers are strictly confidential and anonymous, no personally identifiable
information will be collected, and all data collected will be used strictly for
research purposes. The survey will be available from September 25 to October
16, 2019.

Please click on this link to access the survey.

http://survey.qualtrics.com/jfe/form/SV_3eh30FAvQA8eGWh

1 also respectfully request that you forward this email to your acquaintances and
ask that they complete the survey as well. Thanks in advance for your help with
this request! If you have any questions or if you want to be removed from this

distribution, please contact me directly at kmccorve@uncc.edu.
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Consent to Participate in a Research Study

Once a potential participant clicks on the link in the email, he or she was directed to a
Qualtrics™ landing page and was provided with the below consent notification, which he

or she must have acknowledged prior to being allowed to respond to the survey.

You are invited to participate in a research study. Participation in this research study is
voluntary. The information provided is to give you key information to help you decide

whether or not to participate.

o The purpose of this study is to examine how perceptions of ethics in the workplace
may motivate different types of behavior.

. You must be age 18 or older to participate in this study.

o You must be a working adult employed full-time (>35 hours/week) in an
administrative, professional or executive capacity, and have been employed with
your firm for at least I year

. You must have worked in the United Sates for the previous 12 months, at minimum

o You are asked to complete a survey asking a series of questions about your
perceptions of ethics, your beliefs, and your potential behaviors.

. 1t will take you approximately 15 to 20 minutes to complete the survey.

o We do not believe that you will experience any risk from participating in this

study.
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. No benefits are extended in exchange for your participation in this study, beyond

any contractually due payments from Qualtrics™.

Your privacy will be protected and confidentiality will be maintained to the extent
possible. Your responses will be treated as confidential and will not be linked to your
identity. We might use the survey data for future research studies and we might share the
non-identifiable survey data with other researchers for future research studies without

additional consent from you.

Participation is voluntary. You may choose not to take part in the study. You may start

participating and change your mind and stop participation at any time.

If you have questions concerning the study, contact the principal investigator, Kellie

McCorvey, at kmccorve@uncc.edu or her faculty advisor, Dr. David Woehr, at

dwoehr@uncc.edu. If you have further questions or concerns about your rights as a

participant in this study, contact the Office of Research Compliance at (704) 687-1871 or

uncc-irb@uncc.edu.

You may print a copy of this form. If you are 18 years of age or older, have read and
understand the information provided and freely consent to participate in the study, you

may proceed to the survey.

To continue please select “I Agree”.
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H1a “The egoism ethical climate (INS) is positively correlated with unethical
behaviors as reflected by Moral Disengagement (MD), Ethical Judgments (EJ) and
Unethical Pro-organizational Behavior (UPB)”

H1b “The benevolence (CAR) and principle ethical climates (IND, RUL, LAW)
are negatively correlated with unethical behavior as reflected by Moral
Disengagement (MD), Ethical Judgments (EJ) and Unethical Pro-organizational
Behavior (UPB).”

Regression Equations

(1) MD = IND + CAR + INS + LAW + RUL
) UPB = IND + CAR + INS + LAW + RUL
(3) EJ = IND + CAR + INS + LAW + RUL
(4) CUB = IND + CAR + INS + LAW + RUL

H2 “Moral Identity (MII, MIS) is negatively correlated with unethical behavior
as reflected by Moral Disengagement (MD), Ethical Judgments (EJ) and
Unethical Pro-organizational Behavior (UPB).”

Regression Equations

(5) MD = MII + MIS
(6) UPB = MII + MIS
(7) EJ = MII + MIS
(8) CUB = MII + MIS

H3a “Moral Identity (MII, MIS) moderates the relationship between egoism
ethical climate (INS) and unethical behavior (CUB), such that the positive
relationships between egoism climate and these behaviors become weaker as
moral identity increases”

H3b “Moral Identity (MII, MIS) moderates the relationship between
benevolence (CAR) and principle (IND, RUL, LAW) ethical climates and
unethical behavior (CUB), such that the negative relationships between the
benevolence and principle ethical climates and these behaviors become stronger
as moral identity increases”

Regression Equations

(9) CUB = CAR + MII + (CAR * MII)
(10) CUB = RUL + MII + (RUL * MII)
(11) CUB = LAW + MII + (LAW * MII)
(12) CUB = INS + MII + (INS * MII)
(13) CUB = IND + MII + (IND * MII)

(14) CUB = CAR + MIS + (CAR * MIS)




(15) CUB = RUL + MIS + (RUL * MIS)
(16) CUB = LAW + MIS + (LAW * MIS)
(17) CUB = INS + MIS + (INS * MIS)
(18) CUB = IND + MIS + (IND * MIS)
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H4 “Situational strength (SS and Climate Variance) moderates the relationship
between ethical climate types and unethical behavior (CUB), such that the
positive relationships between egoism climate (INS) and these behaviors and the
negative relationships between the benevolence (CAR) and principle (IND,
RUL, LAW) climates and these behaviors become stronger as situational
strength increases”

Regression Equations

(19) CUB = CAR + SS + (CAR * SS)

(20) CUB = RUL + SS + (RUL * SS)

21) CUB =LAW + SS + (LAW * SS)

(22) CUB = INS + SS + (INS * SS)

(23) CUB = IND + SS + (IND * SS)

(24) CUB = CAR + CARVAR + (CAR * CARVAR)
(25) CUB = RUL + RULVAR + (RUL * RULVAR)
(26) CUB =LAW + LAWVAR + (LAW * LAWVAR)
(27) CUB = INS + INSVAR + (INS * INSVAR)

(28) CUB = IND + INDVAR + (IND * INDVAR)

HS “Situational strength (Climate Variance) moderates the relationship between
moral identity (MII, MIS) and unethical behavior (CUB), such that the negative
relationships between moral identity and these behaviors become stronger in
benevolence (CAR) and principle (IND, RUL, LAW) climates and weaker in
egoism climates (INS) as situational strength increases”

Regression Equations

(29) CUB = MII + CAR + CARVAR + (MII * CARVAR)
(30) CUB = MII + RUL + RULVAR + (MII * RULVAR)
(31) CUB = MII + LAW + LAWVAR + (MII * LAWVAR)
(32) CUB = MII + INS + INSVAR + (MII * INSVAR)

(33) CUB = MII + IND + INDVAR + (MII * INDVAR)

(34) CUB = MIS + CAR + CARVAR + (MIS * CARVAR)
(35) CUB = MIS + RUL + RULVAR + (MIS * RULVAR)
(36) CUB = MIS + LAW + LAWVAR + (MIS * LAWVAR)
(37) CUB = MIS + INS + INSVAR + (MIS * INSVAR)

(38) CUB = MIS + IND + INDVAR + (MIS * INDVAR)




Key:

INS

CAR

IND
LAW
RUL

UPB

MD

EJ

SS

CUB
INSVAR
CARVAR
INDVAR
LAWVAR
RULVAR
MII

MIS

SD
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Sum of the scores of the items that load onto Instrumental climate factor
Sum of the scores of the items that load onto Caring climate factor

Sum of the scores of the items that load onto Independence climate factor
Sum of the scores of the items that load onto Law and Code climate factor
Sum of the scores of the items that load onto Rules climate factor

Sum of the scores of Unethical Pro-organizational Behavior scale items
Sum of the scores of Moral Disengagement scale items

Sum of the score of Ethical Judgements scale items

Sum of the scores of Situational Strength direct measure items
Composite measure of unethical behavior; sum of MD, EJ and SS
Variance of the Instrumental climate items

Variance of the Caring climate items

Variance of the Independence climate items

Variance of the Law climate items

Variance of the Rule climate items

Sum of the scores of the Moral Identity Internalization scale items

Sum of the scores of the Moral Identity Symbolization scale items

Sum of the scores of Social Desirability scale items



Appendix 9: Confirmatory Factor Analysis Results

Five-Factor Ethical Climates Model
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p
Model 1 df | value | CFI | TLI | RMSEA | ¥*A df A Pr(>y2)
Five-
Factor | 992.45 | 289 | 0.00 | 0.82 | 0.79 0.09
Three- <2.2e-16
Factor | 1577.59 | 296 | 0.00 | 0.66 | 0.63 0.12 585.14 7 ok
One- <2.2e-16
Factor | 2428.84 | 299 | 0.00 | 0.44 | 0.39 0.15 851.25 3 Hkk

*** Significant at 0.001; ** Significant at 0.01; * Significant at 0.05

Ethical Climates Estimated Correlations Matrix

C L R IST | IDP
C 1.000
L 0.484 | 1.000
R 0.549 | 0.820 | 1.000
IST | -0.376 | -0.280 | -0.272 | 1.000
IDP 0.316 | -0.033 | 0.028 | 0.196 | 1.000




Three-Factor Unethical Behaviors Model

¥ ¥ v ¥
@ @

Unethical Behavior CFA Results

Model 1 df | pvalue | CFI | TLI | RMSEA A df A | Pr(>y2)
Three-

Factor | 1683.63 | 431 0.00 0.84 | 0.83 0.10

One- <2.2e-
Factor | 2713.86 | 434 | 0.00 0.71 | 0.39 0.13 1020.20 3 16 ***
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*** Significant at 0.001; ** Significant at 0.01; * Significant at 0.05

Unethical Behaviors Estimated Correlations Matrix

UPB MD EJ
UPB 1.000
MD 0.780 | 1.000
EJ 0.652 | 0.776 | 1.000
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Two-Factor Moral Identity Model

y | 4 v A ] L 4 v . ] |
4 » 4 4 > 4 » 4 4 > 4 » 4 » 4 » 4

Moral Identity CFA Results

Model | 2 df | pvalue | CFI | TLI | RMSEA | y*A | dfA Pr(>y2)
Two-

Factor | 195.50 | 34 0.00 | 0.84 | 0.78 0.13

One- <2.2e-16
Factor | 504.24 | 35 0.00 0.53 | 0.39 0.21 308.75 1 kK

*** Significant at 0.001; ** Significant at 0.01; * Significant at 0.05

Moral Identity Estimated Correlations Matrix

Mil MIS
Mil 1.000
MIS 0.347 1.000
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Appendix 10: Summary of Findings by Hypothesis

Hyp Re-statement Result Comments
The egoism ethical climate is positivel
Hla corrgelated with unethical belljlaviors g Supported
Supported for some
The benevolence gnd principle ethigal Partially principle climates; not
Hlb climates are negatively correlated with
unethical behavior Supported | supported for benevolence
climates
Supported for moral
0 Moral identity is negatively correlated Partially | identity internalization; not
with unethical behavior Supported supported for moral
identity symbolization
Moral identity moderates the relationship
between egoism ethical climate and Supported for moral
H3a unethical behavior, such that the positive Partially | identity internalization; not
relationships between egoism climate and | Supported supported for moral
these behaviors become weaker as moral identity symbolization
identity increases
Moral identity moderates the relationships
between benevolence and principle ethical Supported for moral
climates and'unethlcgl behawor such that Partially | identity internalization; not
H3b the negative relationships between
benevolence and principle ethical climates Supported ) Sup Ported for r}lor?ll
and these behaviors become stronger as identity symbolization
moral identity increases
Situational strength moderates the
relationships between ethical climate types
and unethical behavior, such that the Supported for egoism
pogltlve relationships between egoism Partially ethical climates; not
H4 climate and these behaviors and the
: : : Supported | supported for benevolence
negative relationships between o ;
benevolence and principle climates and and principle climates
these behaviors become stronger as
situational strength increases
Situational strength moderates the
relationship between moral identity and
unethical behavior, such that the negative
relationships between moral identity and Not
H5 . .
these behaviors become stronger in Supported

benevolence and principle climates and
weaker in egoism climates as situational
strength increases




