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Abstract

The purposg research is to provide a richer lens on the ethical organizational environment by

examining onship between ethical leadership and unit-level unethical behavior through

n

ethical al climate, with collective moral identity as a boundary condition. In testing our

t

theoretical'model, we first develop and validate a measure of ethical organizational climate, the

J

EOC, to ad cerns with existing measures of ethical climate. Second, we examine the role of
collective entity as a moderator of the relationship between ethical organizational climate

and unit une ehavior. We discuss implications regarding the importance of developing a more

A

comprehensive conceptualization of ethical organizational climate.
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Corporate indiscretion, wrongdoing, and corruption have recently been the subject

of considerable media attention. For example, in 2016, Wells Fargo fell from a position of

high respe ility to being labeled as one of the most hated American companies due to
exposure thical business practices (Gujarathi & Barua, 2017; Stebbins & Comen,
H

2017). Th&ank created millions of fictitious accounts and forced some of its customers to
take out L@ary auto insurance. How does a longstanding, large company adopt such
insidious pgac ?

There is mounting evidence that, in addition to the personal characteristics of
employee the organizational environment play an important role in determining
unethical @r (Kish-Gephart, Harrison, & Trevifio, 2010; Martin & Cullen; 2006;
Newman, Bhattacharya, & Roy, 2017). Organizations are comprised of formal
systems forrecffitment and selection, orientation and training, policy and codes, reward
and punish ccountability and responsibility, and decision-making systems (Trevifio &
Nelson} . h of these systems has specific ethical policies, procedures, and practices.
When thes policies, procedures, and practices are consistent and shared among employees
inaunito ization, they form perceptions of the unit’s or organization’s ethical climate
(Reichers & eider, 1990).

& of Wells Fargo’s ethical breach, the company relied on its ability to cross-
sell mome products to customers to increase profits. CEO John Strumpf had a
mantra of ”ei;;; great,” meaning employees sought to sell eight Wells Fargo products to
every cu Stebbins & Comen, 2017). This mantra turned into sales goals employees

could not meet@nd resulted in unethical behavior such as ordering credit cards for pre-
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approved customers without their consent and creating fraudulent checking and savings

accounts. The scandal illustrates how perceptions of policies, procedures, and practices in

formal sys uld lead to an unethical organizational climate. For example, practices
related to selling eight products included selling unneeded products to customers
H

and creatls accounts without customers’ authorization. In terms of reward systems,

bonuses were tie@ to unrealistic sales goals, which encouraged the use of unethical

C

practices. ipinally, employees were punished with termination for challenging unethical
practices. Initially when the fraudulent practices were exposed, top management and other
managers t held accountable for their role in the scandal. Although many things

contributéd to the problems of Wells Fargo, one can see how an environment replete with

g

unethical jge’ls across multiple systems could foster unethical behaviors. We are
interested h € ining a comprehensive assessment of employees’ perceptions of the
ethical prac olicies, and procedures in organizations’ formal systems to understand
how et izational climate forms and affects behaviors.

[

Re rs have been studying ethical climate for over 30 years. Although there is

considerab erest and research on the topic (i.e., more than 100 empirical articles from

1

2006-2 an et al., 2017), much of the research has been critiqued on theoretical,

{

empirical, ological, and operational grounds (see Arnaud & Schminke 2007; Mayer,

3

Kuenzi, & Greenldaum, 2009; and Newman et al., 2017 for reviews). We offer and promote a

differen operationalize and measure ethical organizational climate by focusing on

A
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shared perceptions of ethical policies, practices, and procedures1 in formal organizational

systems.
Vic Cullen originally defined ethical climate as “the shared perception of what
is correct and how ethical situations should be handled in an organization” (1987,
N

p. 51). Thg used this definition to develop the Ethical Climate Questionnaire (ECQ), which is
the most @Iy used measure of ethical climate (Kish-Gephart et al., 2010). However,
according ifwin and Stringer’s (1968) seminal work on organizational climate, climate is
the filter through which day-to-day practices are experienced by employees. Organizational
practices ifical factors influencing the development of organizational climate (Ostroff,
Kinicki, & @, 2003). Unfortunately, the ECQ does not assess multiple practices. Rather,
it focuses decisions are made. Decision making is an important part of ethical
climate, but'it a narrow focus and is not inclusive of other practices within the formal

organization tems.

In this research, we seek to build on extant theory and research by contributing to the

organizatiws, organizational climate, and moral identity literatures. First, related to the

organizatiq @ s literature, we develop a comprehensive measure of ethical organizational

climate. We draw on an established theoretical framework that describes formal organizational
system@ environment (Trevifio & Nelson, 2017) to examine perceptions of ethical
organizwte in work units. This new conceptualization addresses limitations of prior

research on ethicaliclimate by (1) defining and operationalizing our measure in line with accepted

1 e . . . .

Trevifio on’s (2017) six formal systems are composed of policies, practices, and procedures.
However, to make paper more concise and easier to read, we will use the term practices to represent
policies, practices, and procedures when referring to this framework and our ethical climate measure.
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definitions of organizational climate, (2) drawing on an established unit- and organizational-level
framework of ethical context based on principles of management, (3) using multilevel confirmatory
factor amFA) to establish construct validity, (4) collecting data at the unit level from
multiple so tablishing convergent and divergent validity by examining the relationship
betweeHeEorganizational climate and related variables, (6) testing our conceptual model while

-level antecedent and consequence of ethical organizational climate as well as a

controlling for related constructs to demonstrate the incremental validity of our EOC measure, and
(7) examini

moderatomlationship between ethical organizational climate and unit-level unethical

f the
behavior. :
C

Se contribute to the organizational climate literature by developing a theoretically-

derived, p rically sound measure to assess an organization’s ethical climate. The climate

literature mled with how to operationalize organizational climate constructs for

metho ell as theoretical reasons. There has been a proliferation of organizational

climate studiesd e literature, but few of them are based on theories or frameworks at the
collective level (Kuenzi & Schminke, 2009). Our measure is one of the few climate measures to draw

on speciﬁc!rganizational-level theories, to operationalize the construct at the unit level, and to test

a theoreticoat the unit level.
rntribute to the moral identity literature (e.g., Aquino & Reed, 2002) by being
among archers to theorize and measure collective moral identity as a contextual

variable in tor! units, and to examine how it interacts with ethical organizational climate to affect

employees’ unethi€al behavior. Moral identity, defined as a self-schema organized around a set of
moral trait o & Reed, 2002) , is generally tested as an individual difference, but we examine
collective m identity—the mean level of moral identity in a unit—as another aspect of the ethical

organizational environment.
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To be clear, scholars have conducted decades of empirical research on ethical climate, but
many of the studies use methods that do not meet modern standards for organizational climate
researcMrs can thus continue to develop and increase confidence in the validity of
research o anizational climate. In what follows, we define ethical organizational climate,
describe.lirralons of prior empirical research and explain how to address the concerns, detail the
basis of our pew,conceptualization and measure, develop a collective moral identity construct, and

discuss tw udies that support the convergent, divergent, and predictive validity of our

measure. \wconceptual model linking ethical leadership to unit-level unethical behavior

through etjnizational climate, and explore the moderating role of collective moral identity.

Theoretical Background

Ethical Or:al Context

Inm/ary in how they perceive and evaluate (un)ethical behavior (Kish-Gephart et al.,
2010). re, organizations need to provide guidance to employees as to what constitutes
appropti rkplace behavior. The organization’s ethical context is one way to provide structure

and guidance to employees. Researchers have studied the ethical context of organizations for

decades ahrature is replete with constructs such as ethical climate (e.g., Victor & Cullen,

1987, 1988 dl culture (e.g., Trevifio, 1990; Trevino, Butterfield, & McCabe, 1998), and ethical
infrastruct brunsel, Smith-Crowe, & Umphress, 2003). The proliferation of constructs and

measur the ethical context in organizations creates confusion and raises the question -

do we nee!anotHer measure of ethical context?

Th;)st widely studied ethical context constructs are ethical climate and ethical

r, there is often misunderstanding regarding their distinctiveness. Both climate and

culture refer to an'organization’s ethical environment and, although they have overlapping
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elements, they are distinct constructs (see Denison, 1996 and reviews by Kuenzi & Schminke, 2009;

Ostroff, Kinicki, & Muhammad, 2013; and Schneider, Ehrhart, & Macey, 2011). Both climate and

t

P

culture are’shared among employees and are used to help make sense of the work environment.
They also through the interaction of organizational members. However, culture

[ | . . . . .
focuses on how the social environment is created, while climate focuses on the way the

§

environment,is experienced by employees. Denison (1996) highlights the differences between

C

organizatio re and climate. He suggests that culture refers to the deeper structure of
organizatialns iiclu@ing values, beliefs, and assumptions held by employees. Culture may manifest

through or, n-specific artifacts, myths, and symbols. As employees are socialized in the

US

organizatiof; d meaning develops through interactions with each other and the work

environme@t. On the other hand, organizational climate has more surface-level manifestations from

[F)

a sense of gs are done around here.” Organizational climate emerges from the values
provided bmnagement that are implemented through policies, practices, and procedures.
When emp hare perceptions of these policies, practices and procedures, organizational
climate

Tra¥ifio et al. (1998) conducted a study to “examine issues of convergence and divergence”

[

between e ture and climate. They developed a measure of ethical culture based on an early

O

version of s ethical culture framework (1990) and compared it to ethical climate using Victor

and Cullen'§ (1987, 1988) ECQ measure. Trevifio et al. (1998) concluded that “the two constructs are

a

measur t different, but strongly related dimensions of the ethical context” (p. 447). A

{

recent meta-analy8is also found empirical evidence that ethical culture and ethical climate are

U

distinct constructsgKish-Gephart et al., 2010). However, it is important to note that the majority of

the lite ing the ECQ measures psychological ethical climate and not organizational ethical

A
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climate (Martin & Cullen, 2006). In their seminal study, Victor and Cullen (1987) point out that data

need to be aggregated for a valid assessment of organizational ethical climate.

Ethical Orm Climate

MAnengamization’s climate is one tool the organization can use to help employees make sense
of the worhment, by helping employees discern how to behave appropriately. Because
climate is r@ible to employees and easier to change than culture, our research focuses on
ethical orgdhtiz al climate. Unfortunately, the most widely used measure of ethical climate, the
ECQ (Victor & Cullen, 1987, 1988), has been criticized for operationalization and measurement
issues. As mf the field of ethics and climate, Victor and Cullen offered cutting-edge research

when theirs:Ema! climate measure was first introduced. Yet, over the past 30 years, the ethics,

climate, and r h methods literatures have developed in such a way that the ECQ is no longer
compatibleQi rent research standards.

First,E and Cullen’s (1987) definition of ethical climate is inconsistent with the generally
accept of organizational climate, which focuses on shared perceptions of policies,

practices, id procedures that are rewarded, supported, and encouraged with regard to ‘something’
in organizati .g., safety, service, innovation; Schneider & Reichers, 1983). In contrast, Victor and
Cullen’s or inition of ethical climate is “a shared perception of what is correct behavior and
how etl'fhould be handled” (1987, p. 52) and focuses on decision-making processes in
organizati*s. Sec’wd, Victor and Cullen (1987) relied on three types of moral reasoning (egoism,
utilitariani eontology) and three loci of analyses (individual, local, and cosmopolitan) to

arrive at ni of ethical climate. Although five ECQ climates (caring, laws and codes, rules,

instru d independence) are most common, the literature has produced over 20 variations

using the ECQ (Arnaud, 2010). These variations suggest the ECQ is not robust. Third, even for the five
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most prevalent climate types, the items do not consistently load on their intended factors. These
inconsistencies have led to a proliferation of different measures to assess ethical organizational
climate (Sthpson, & lacovou, 2009), with some measures representing different constructs
than origin (Simha & Cullen, 2012). Finally, the majority of research using the ECQ has
been coﬁd!mieahe psychological climate level (i.e., an individual’s perception of the

(i.e., shared unit perceptions of the work environment) (Martin & Cullen, 2006).

psychological effect of the work environment on their own well-being) rather than the
organizatio

In fact, Culwr, and Bronson (1993) conclude that the ECQ is less stable when used as a

measure ojtional climate rather than psychological climate.

Medes demonstrate that ethical climate that is measured using variations of the ECQ

is related t nt organizational outcomes. Martin and Cullen’s (2006) meta-analysis

demonstr%nstrumental (combining self-interest and company profit) and caring (combining

interest) climates are the strongest predictors of cognitive and affective states.

climates is one of the original nine theorized by Victor and Cullen (1987, 1988).

The Kish-Gephart et al. (2010) meta-analysis also combines ethical climates, but the combinations
are differes than Martin and Cullen’s (2006) combinations. Kish-Gephart et al. (2010) find that

benevolenQing friendship and team interest) and principled (combining rules and laws and
t

code) ethic es are significant predictors of unethical choices. They also propose dropping
independege climates from the ethical climate framework due to conceptual concerns related to
individuM)up interests (Kish-Gephart et al., 2010). Neither meta-analysis resolves the issue

that different itemg were used to create the types of ethical climates.

w at the ECQ does not measure ethical organizational climate as it is defined and
operationali ay. Rather, the ECQ captures individuals’ perceptions of the organizational

principles used in ethical decision making. Although ethical decision making is a component of
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ethical organizational climate, the climate construct also includes a more encompassing set of
practices that arise from the organization’s formal systems (Trevifio, 1990; Trevifio & Nelson, 2017).
Thus, tohhical organizational climate research, it is important to utilize a valid measure.
We propos operationalization of ethical organizational climate is needed that (1) utilizes

organiza!iora -level theory, (2) measures perceptions of policies, procedures, and practices related

to ethics, (3)focuses on shared perceptions at the unit level, (4) captures organizational ethical
climate rat

psychological ethical climate, (5) demonstrates construct validity (i.e.,

convergen%nt, and predictive validity) across multiple studies, and (6) shows incremental

validity ov:] and other related measures.

A New Optization of Ethical Organizational Climate Based on Formal Organizational

Systems

Thmral ethics literature provides several theoretical frameworks for understanding
ethical and ethical practices (e.g., Tenbrunsel et al., 2003; Trevifio, 1990; Trevifio & Nelson,
2017). s relevance and comprehensiveness, we draw from Trevifio and Nelson’s (2017)
ethical culture framework of formal and informal systems of organizations to propose a new

operationahf ethical organizational climate. The Trevifio and Nelson (2017) framework draws

on an unde @ g of culture to propose multiple formal and informal organizational systems.

Trevifio an (2017) suggest that each of the formal systems has practices specifically related

1

to ethi se systems and practices consistently provide salient cues to employees, they

{

result in sh@red perceptions of an ethical organizational climate. These shared perceptions of ethical

C

organizational clim@ate then support ethical judgment and actions from employees (Trevifio et al.,

1998).

A
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Organizational practices are actions or activities that are repeated and recognizable in
organizations—they are what organizations actually do rather than just what is touted (Johnson,
LangleyMHVhittington, 2007). Practices focus on the day-to-day activities in organizations
that lead t ctical understandings. Practices also take into account structural features of
organiza!io_!sasvwell as the importance of human agency (Feldman & Orlikowski, 2011). Specifically,

ethical practices gepresent the organization’s commitment to ethics and serve as a signal to

employees e attitudes and behaviors that are valued regarding ethics. When these multiple
practices a ient, employees form shared perceptions, which set the stage for employees’
perception al organizational climate (Stringer, 2002).

Treyid Nelson’s (2017) formal systems include the following six systems: recruitment

and selecti tation and training, policy and codes, reward and punishment, accountability and

responsibiMecision—making systems.? Together, these formal systems lead to ethical

practic vide guidelines for employees regarding acceptable ethical behaviors within the

organization. tment and selection reflects ethical practices that consider a person’s ethical

standards before entering the organization, as well as whether those personal standards match the
organizati(!’s values. At the recruiting stage, organization representatives consider the applicant’s
moral char make selection decisions based on the applicant’s espoused ethical values.
Orientation ining systems reflect ethical practices that socialize employees by communicating

the organi!tion’s values. During orientation, employees are exposed to potential ethical issues

associathob. Employees are trained to handle ethical dilemmas and apply their gained

=

% |n addition to t
another

ix formal organizational systems, Trevifio and Nelson (2017) discuss leadership as

nt. We did not include leadership as a formal organizational system for two reasons. First, in
recent ye has been considerable work on the ethical leadership construct and a measure has been
developed (Brown, Tevifio, & Harrison, 2005). Second, leadership is generally thought of as an antecedent of,

as opposed to a specific aspect of, climate (Kuenzi & Schminke, 2009).
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knowledge on the job. Policies and codes reflect ethical practices that highlight a code of conduct

that represents employees’ actual behaviors. The code of ethics is strictly enforced and followed as

t

P

opposed to serving as ‘window dressing.” Reward and punishment systems reflect ethical practices
that focus qguences for employees who engage in (un)ethical behavior. Employees who

| . .
behave'in gn ethical manner receive positive feedback and are rewarded, whereas employees who

violate ethical cades are appropriately disciplined. Accountability and responsibility systems reflect

Gl

ethical pra t emphasize the need for employees to take responsibility for their unethical

behavior, Withi§trugtures in place to promote accountability and responsibility. Employees at all

$

levels sho sponsibility for their unethical behavior and feel comfortable telling

U

managem thical behavior occurs. Decision-making systems generate ethical practices

related to &thical decision making. Even during stressful times, employees should discuss ethical

)

concerns b king final decisions. Altogether, when the ethical organizational climate is strong,

these multi

d

al practices ensure that the right employees are selected, are trained to achieve

ethics-rela s, receive rewards for their efforts regarding ethical matters, are monitored and

\

influen ect to (un)ethical behavior, and know how to make decisions consistent with

ethical expectations.

[

In use employees’ shared perceptions of the ethical practices associated with the

O

six formal s of organizations as the basis of our ethical organization climate measure.

Perception8lof the practices that result from these six formal systems are combined to create a

g

higher- of ethical organizational climate (i.e., a formative measure). To avoid further

{

confusion in the [Merature, it is important to note that Trevifio et al. (1998) created a measure of

U

ethical culture fra@ the formal organizational systems framework; however, it does not tap into all

of the f anizational systems. Schaubroeck et al. (2010) use this culture measure developed

A

by Trevifio et al. (1998) in a study that successfully links ethical leadership at the unit level to lower-
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level employee unethical behaviors and cognitions through ethical culture (as measured by the
Trevifo et al., 1998 culture measure). Our approach differs in that we: (1) develop a more
compreMsure that assesses all of the formal organizational systems rather than just some
of them, ( ployee perceptions of specific practices for each of the formal systems, and

(3) use Heﬁs ical culture framework as a way to explain how practices reflect the values of top

managemet :

Relationship between Ethical Leadership and Ethical Organizational Climate
It isW nt to understand factors that lead to an ethical organizational climate, such as

leadership. Ethica;adership is defined as “the demonstration of normatively appropriate conduct

through pe tions and interpersonal relationships, and the promotion of such conduct to
followers t 0-way communication, reinforcement, and decision-making" (Brown et al.,
2005, p. 120). | leadership has two components that influence employees: (1) the moral

person § h includes demonstrating integrity, fairness, and a concern for others, and (2)
the moral ma aspect, which focuses on transactional efforts, such as using reward and
punishment systems to communicate appropriate ethical behavior to subordinates (Trevifio,
Hartman, !Iirown, 2000). Social learning theory (SLT; Bandura 1977, 1986) explains how and why
ethical lea ence their followers. SLT suggests that employees learn appropriate behaviors
through rol ing and the use of rewards and punishments. Ethical leaders model appropriate
behavior, !mmunicate ethical standards, and punish and reward employees based on ethical

compliaM leader actions contribute to employee perceptions of the policies, practices, and

procedures leadefset, implement, and enforce.

Zo uria (2005) suggest that top managers set policies (e.g., strategic goals) and
establish pr s (e.g., guidelines related to these goals). Supervisors interpret and filter broad

strategies and policies through the implementation of practices. Practices then provide predictable
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and specific directions for employees to follow. Zohar and Luria (2005) state, “The core meaning of
climate relates, therefore, to socially construed indications of desired role behavior, originating
simultam policy and procedural actions of top management and from supervisory actions
exhibited b@ or frontline supervisors” (p. 616).

*hi_:rocess of interpreting and implementing practices stems from both the moral person
(interpreting)} and moral manager (implementing) components of ethical leadership. Ethical leaders
use transa fluence processes such as setting standards, rewards and punishments, and
aspects of wnce appraisals to hold their employees accountable for ethical conduct (Trevifio,
Brown, & 2003). Additionally, an ethical leader’s moral characteristics and behaviors are
expected t the implementation of ethical practices. For example, when recruiting and hiring
new empliees, ethical leaders are expected to hire employees with high moral standards. Because
ethical lea ve in the active management of ethics (Brown & Mitchell, 2010), they are
particularlm implement training and orientation practices to clarify the acceptability of
several org nal behaviors. Ethical leaders are also more likely to openly discuss business

ethics iih employees (Brown et al., 2005), which serves to clarify policies and codes for

employees, Further, ethical leaders are more likely to focus on the processes by which organizational

goals are ogiamea rather than just the final results (Greenbaum, Quade, & Bonner, 2015).

Associatedard and punishment practices, ethical leaders are more intent on setting up

systemsthgine employees who violate ethical standards and reward individuals for ethical
behavior a ecisions (Ng & Feldman, 2015). Related to accountability and responsibility practices,

ethical lea n example of how to do things the right way in terms of ethics and admit when
they make mmi (Brown et al., 2005). They are also more likely to set up systems that allow
employ estion the ethical behaviors of others and to encourage employees to be

accountable for ir own behaviors. Lastly, ethical leaders tend to make fair and balanced decisions
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(Xu, Loi, & Ngo, 2016) and encourage employees to consider ‘what is the right thing to do” when

making decisions.

Pr*i research suggests that leaders influence the work environment and specifically
climate pe ayer, Kuenzi, & Greenbaum, 2010; Schneider et al., 2011; Stringer, 2002;

Zohar &!um!!a,). Based on the priorities and behaviors of ethical leaders and their status as role

within the rganization. Unit leaders take direction from top management and seek to create

models, the i p:tance of ethics should be reflected in the practices emphasized and implemented
multiple fowems in the immediate work environment to ensure a consistent organizational
message t es regarding ethical behavior expectations. Thus, we predict:

Hy, 1: Ethical leadership will be positively related to ethical organizational climate.
Relationshs between Ethical Organizational Climate and Unit Unethical Behavior

w that ethical organizational climate is negatively related to unit-level unethical
behavior. T ries, social information processing theory (SIPT) and SLT, help explain why ethical
organizatioE’ ate is related to unit unethical behavior. These theories highlight how individuals
look to iakenvironment for cues about (in)appropriate behavior.

There are several tenets of SIPT (Salancik & Pfeffer, 1978) that apply to the organizational

climate Iitera!ure. !irst, SIPT suggests that the individual’s social environment provides cues that can

be used torize the work environment. Second, the social environment provides information

to individu ow they (and others) weigh the importance of what they see in the work
environmept. Finally, the actions of others inform individuals’ thinking about what behaviors are

important, jate, and likely to be, or not to be, rewarded. SIPT thus suggests that individuals
use cues, s ared perceptions of organizational climates from the work environment, to
determij esired and appropriate ways to behave. In this case, ethical organizational climate
provides unders ing and meaning as to what unit values and types of behaviors are ethically

This article is protected by copyright. All rights reserved.



acceptable. If there is a strong ethical organizational climate, employees will be less likely to exhibit
unethical behaviors.
MW on SLT (Bandura, 1977). SLT maintains that when there are role models in the
work envir@ividuals will seek to emulate these role models. Often role models are
Ieaders%u@ees in the unit can also be role models (e.g., lateral influence). Research

1997), but ewards and punishments related to normative compliance (e.g., being included

indicates thﬁ u:’ members not only serve as role models of ethical behavior (Robinson & Bennett,
in unit actiWities, béing ostracized by the group, making positive or negative comments). Employees

in work unas sanctions to others for inappropriate behaviors and rewards for positive
t

behaviors. ributes to shared perceptions regarding the group’s ethical expectations.
Employeesgill interpret observable actions as representative of “the way things are done around
here” rega ics and will then model similar behaviors.

If the'u organizational climate supports ethics (e.g., strong ethical organizational
cIimateE will regularly witness ethical conduct among coworkers and will seek to emulate
those b i he ethical organizational climate is strong, there will also be less pressure to
compromise the organization’s ethical standards to reach goals and objectives. Thus, as a result of

social informa!lon processing and role modeling, we expect ethical organizational climate to be

negatively 0 the work unit’s unethical behavior. Therefore, we predict:
Hy, 2: Ethical organizational climate will be negatively related to unit unethical
ehavior.
Mediating thical Organizational Climate between Ethical Leadership and Unethical
Behavior

thesized that ethical leadership is positively related to ethical organizational climate

and that ethica nizational climate is negatively related to unit unethical behavior. Taken
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together, we predict that ethical organizational climate mediates the relationship between ethical
leadership and unethical behavior. We draw on SIPT (Salancik & Pfeffer, 1978) to explain this
mediatiWThe social context makes ethical information more or less salient in the work
environme ing expectations regarding how individuals should behave. A leader’s
impleme-ntHilonomultiple organizational systems that are tied to ethical practices leads to shared
perceptions of ag.ethical organizational climate. In turn, the ethical organizational climate provides

informatio loyees regarding ethically-appropriate behavior as they strive to maintain high

C

ethical standaf@s, gesist pressure to compromise ethical standards, and obtain knowledge about

S

how to ha al situations. Climate perceptions inform employees about how the work unit

U

operates a ethics should be handled with respect to pursuing organizational objectives

(Reichers &Schneider, 1990). Indeed, past research demonstrates that organizational climate

N

mediates t nship between various forms of leadership and unit-level outcomes (Kuenzi &
Schminke, m

In ical leaders interpret, implement, and enforce the practices that form employee
percep i€al organizational climate. These perceptions influence unit members to refrain

from unethical behavior in the unit. Therefore, we predict:

1

Hypothesis 3: Ethical organizational climate will mediate the relationship between ethical

M and unit unethical behavior.

Moderati Collective Moral Identity
expect the relationship between ethical organizational climate and unit unethical

behavior tﬁenced by another aspect of the ethical organizational environment—collective

moral iden ifically, we propose that work units with high collective moral identity pay more

attenti ethical organizational climate, which results in even less unit unethical behavior.
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Moral identity is a self-conception organized around a set of moral traits (Aquino & Reed,
2002). Moral identity helps people to arrive at moral judgments that then affect their ethical
conductm strive to engage in behaviors that are consistent with their moral identities
(Blasi, 198 search shows that individuals with high moral identities are more likely to
engageﬁ rQWcorrect" behaviors and to refrain from unethical behaviors (Aquino, Freeman,

recognized portant moderator of the effect of contextual variables on individual attitudes

Reed, Lim,@2009; Reynolds & Ceranic, 2007; Thorton & Rupp, 2016). Moral identity is
and behavWO, McFerran, & Laven, 2011).
Ty oral identity is studied as an individual difference. However, extant research

suggests t e read the cues of their environment to take on the accepted traits of the

environmeft (e.g., Chan, 1998; Dragoni & Kuenzi, 2012; Park & DeShon, 2010; Porter, Webb, &
Gogus, 20 members of a unit are exposed to the same cues, they can develop shared
perceptiomng the importance of upholding moral traits, which is reflected by a collective
moral iden§!lective moral identity represents the extent to which employees in the work unit
interna its as central to their shared unit-conception. Because of the importance of
behavioral consistency to one’s identity (Aquino & Reed, 2002), unit members typically respond to

environmenial cues in ways that are consistent with their internalized, unit identities.

CoQoral identity is likely to develop because employees strive to adopt social

identities ts reduce uncertainty (e.g., Hogg & Terry, 2000). One of the most pervasive features of

organizaMemergence of agreement among unit members regarding attitudes, beliefs, and

values (Mason, ). The tendency toward conformity is a necessary feature if members are to
define and maintaii the group and work successfully toward goals (Kiesler & Kiesler, 1969). Values
play an {:ﬂe in the process. Distinct unit values serve to distinguish groups and provide a
basis for a unique group identity (Ashforth & Mael, 1989). Thus, unit values are central to social
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identity formation. Unit members engage in a process known as depersonalization in which they
view themselves as embodying the positive traits of the prototypic group member (Stets & Burke,
2000). In a!o ing a prototypic set of group values (Ashforth & Mael, 1989), individuals act in

accordanc values and match their own behavior to the standards of the group (Stets &

Burke, ﬂOE& erry & Hogg, 1996).

G an (¥959) suggests that individuals are more attuned to meeting the expectations of
the group than tg their own personal identities. Individual traits can be overruled by strong cues in
the enviro tglh the case of moral identity, unit members strive to be consistent with the moral

identity of the grolip. Leavitt, Zhu, and Aquino (2016) find that individuals can be primed with subtle

Gl

environme that affect their ethical intentions. They suggest that cues in the environment

[

serve to ac ferent facets of the self, often without a person’s awareness (Leavitt et al.,

2016). Additio Aquino et al. (2009) find that individuals can be primed to adopt a moral

d

identity, ch suggests that environmental cues can prime all members of the group to

adopt a collecti oral identity.

\

Thorton and Rupp (2016) theorize that collective moral identity exists and their experiment

[

manipulat ve identity; however, they suggest future research should develop better

operationa f collective moral identity. Chan (1998) argues that constructs and phenomena

can exist at levels within organizations and can “apply to individual-level attributes such as

h

cogniti styles, personality, mental representations, and behavioral variables” (p. 237).

{

Therefore, We use a direct consensus composition model to capture collective moral identity.

7’

Employees’ morald@lentities are aggregated to the unit level based on within-group agreement.

J

Collective entity is different from organizational ethical climate because collective moral

A

identity cap gnitions related to valued traits (i.e., moral traits) as opposed to perceptions

regarding ethical policies, procedures, and practices.
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Collins (2004) suggests that when individuals are in a group, they have a common focus,
common mood, and a sense of morality that is tied to the group. Over time, employees in the same
unit canhke in how they perceive and respond to events in the environment. When moral
identity is to the shared identity of the group, individuals will be more sensitive to cues
in the or-gar:zalonal context, such as ethical organizational climate. In turn, units with high collective
moral identities will respond to the ethical organizational climate with enhanced behavioral
consistenc ining from unethical behavior (e.g., Aquino et al., 2009). Empirical evidence
supports t}wat moral cues have the most consistent effects on moral behaviors when moral

identity is gr than low (Aquino et al., 2009). Therefore, we expect the negative relationship

between e ganizational climate and unit unethical behavior to be stronger when units are

high in coll€ctive moral identity.

Hygot : Collective moral identity will moderate the negative relationship between
1 nizational climate and unit unethical behavior such that that the relationship will
be str: when units are higher (rather than lower) on collective moral identity.

Overview of Studies

Weconduct two main studies by developing and validating our new measure of ethical

[

organizatio te (the EOC) in Study 1 and testing our conceptual model in Study 2.*> We follow

0

Hinkin (199 inkin and Tracey’s (1999) recommendations for measure development. In Study

1, Part A, develop the items for the EOC measure. We then use factor analysis to help refine and

q

reduce of items in the EOC measure. In Part B, we test the content validity of the EOC

{

measure by examMing the definitional correspondence of the EOC items (Colquitt, Sabey, Rodell, &

Ul

* We rece approval from two institutions. We received approval from the University of Central Florida
(IRB# SRB-06-037 tled, “The Development of a Measure of Ethical Climate”). We also received IRB approval
from Southern Methodist University (IRB# H190029-KUEM titled, “Developing a Measure of Ethical Climate”).

A
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Hill, in press). In a supplemental analysis, Part C, we provide evidence that the EOC measure remains
significant while controlling for the ECQ, the ethical climate index (ECI; Arnaud, 2010), and overall
justice cm Ambrose & Schminke, 2009). We do this by examining the predictive

increment the EOC measure over the ECQ, ECI, and OJC through the mediation part of
our mo&elm 2, we build on the prior study by testing our complete model including collective
moral identity as,@ moderator of the relationship between ethical organizational climate and a

second typ hical behavior—unit deviance.

w Study 1
In;we establish an initial version of our measure by generating items that reflect the
formal sys n organization’s ethical practices and pilot testing these items. Because we draw

onan esta!i‘shed theoretical framework, we use deductive scale development to generate items

(Schwab, 1 use Trevifo and Nelson’s (2017) theoretical framework to develop items
reflecting thé f | organizational systems’ practices in the work environment. We follow Hinkin
(1998) an i and Tracey’s (1999) steps for measure development. The final items are in the
Appen elopment of the EOC measure, we also set out to address some of the

methodological and data-related concerns of the ECQ.

Finally, climate research has been theorized about and tested at different levels within the
organizati s unit, department, and organization (e.g., Colquitt, Noe, & Jackson, 2002; Zohar,
2000; Zoh 2005). According to Kozlowski and Klein (2000), climate researchers need to be
specific abgut the [evel at which they are theorizing. For this study, we use the unit level and all

assessmerﬂat reference the unit’s ethical organizational climate. According to Zohar and

Luria (200 isors serve to interpret and filter broad strategies with the implementation of

practic is is done most often at the unit level. Because we are focusing on perceptions of

ethical practices, akes sense to examine ethical climate at the unit level.
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Part A: Item Development and Substantive Validity

The EOC items reflect the formal components of Trevifio and Nelson’s (2017) model. We first

t

P

generated 51 jtems that reflect ethical practices related to the six formal systems in organizations:
recruitme jon, orientation and training, policy and codes, reward and punishment,
accountabi y and responsibility, and decision-making systems.

Secand, we examined the measure’s substantive validity, or the extent to which a measure is

judged to b ive of, or theoretically linked to, some construct of interest (Anderson & Gerbing,

Cl3

1991). To do this, employed an item-sorting task (Anderson & Gerbing, 1991) to see if the items

$

could be cl tified as reflecting the six formal organizational systems. In 2008, 11 trained

U

doctoral st n management sorted the 51 items into the six organizational systems and one

general ethjcal organizational climate category (if they thought the item was too broad for the

[

systems ca . In addition, they were asked to rate each item as to its relevance, clarity, and

d

overall qua g a 75% substantive agreement cutoff (Hinkin, 1998), 38 items were retained as

they were and six were modified slightly for clarification, totaling 44 items.*

Y

sessed the factor structure of these 44 items to determine the psychometric

properties of the measure and further refine the measure. We evaluated the factor structure of the

[

new measure and reduced the 44 items using exploratory factor analysis.” There is a long-standing

debate in @ ure regarding whether confirmatory or exploratory factor analysis is more

rovided definitions of climate in general, ethical climate, and the six formal systems. We asked

the raters to_identi hich formal system appropriately categorized each statement. They were allowed to
choose Mif they thought the item could belong in more than one category. Raters were asked to

rate the relarity, and overall quality of all items. At the end, there was an open-ended section where
raters were asked tofexplain why they placed items in more than one category if they did. In addition, there
was a secti

this feedback

hey could add any items they felt were missing. Six items were modified slightly based on

the items.

> We surv
factoring (PAF).
organizational ethical climate for a total of 18 items.

working adults on their ethical organizational climate and then conducted principal axis
ose the three items with the highest loadings of each of the formal systems representing
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appropriate (Hurley et al., 1997). Even though we have a theoretical foundation for our factors, as
this is in part a measure development study, we chose the more conservative route and conducted
an exploratr ctor analysis and then followed up with confirmatory factor analyses using

subsequen

MethO(F —

L

Sarbuj Procedure. In 2008, we distributed surveys for Study 1, Part A to 545 members
Ci

from 109 o ons in the southeast United States operating in the technology, government,
insurance, w food service, retail, manufacturing, and medical sectors. Business administration
students a outheastern university contacted each organization. Students received extra
credit for vering one survey packet to each participating unit within an organization. The

packet congined five employee surveys and clear instructions regarding who should fill out the
surveys. E t included self-addressed stamped envelopes for the participants to send their
completemack to the researchers. The respondents were informed that their responses
would be fidential. A number of other researchers have used similar snowball approaches

when ¢ a (Ambrose & Schminke, 2009; Mayer, Aquino, Greenbaum, & Kuenzi, 2012;
Morgeson & Humphrey, 2006). Our study tried to reduce careless responders by piloting the survey,

using working adults, examining surveys for participants who used response patterns when

completing @ ey, controlling for social desirability, and conducting an even-odd consistency

test (Meﬂ, 2012).
received a total of 358 usable responses (66%). Employees responding were 53.4%

female, 56 g2 asian (10.8% African-American and 17.0% Hispanic), and averaged 28.19 years of

age (SD = h 3.37 years of tenure (SD = 4.50) in the organization and 2.64 years in the unit

(SD = 3.<
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Results

Following Hinkin and Tracey (1999), we conducted an exploratory factor analysis with a

t

P

principle ¢ ents extraction and varimax rotation® (Ford, MacCallum, & Tait, 1986) at the item-
level using jon 8 (Muthén & Muthén, 2017). The results revealed the items loaded onto a

6-factor soltioN (aee Table 1). Research indicates that short measures reduce response bias caused

£

by boredom_and,fatigue (Schriesheim & Eisenbach, 1990). Yet, more items allow for a more

eeded. We retained the three items with the highest loadings and face validity

C

prescriptiv

that still asSess€d the breadth of each of the organizational systems. We then further reduced the

$

itemsto h m, 12-item, and 18-item measure (one, two, or three items per formal system)

J

of the EOC (see Appendix’).

NeXt, we assessed the degree of agreement by calculating the r,, statistic (George & James,

)

1993) fort EOC. The EOC r,4 is .87, which provides evidence that there is strong

d

agreement Wit nits for our new measure. We also assessed the reliability of the 6-item EOC

using Cron Ipha (Cortina, 1993). The EOC met psychometric standards, as the alpha is .78.

\

onfirmatory Factor Analysis. We used multilevel confirmatory factor analysis

(MCFA) to test the fit of the overall model (Bagozzi, Yi, & Phillips, 1991). We used MCFA because it

I

provides evidence as to which items are reflective of the latent construct at the individual and unit

levels of a w er, Hanges, & Hall, 2005). As the EOC is an organizational climate measure, it is

th

® We follow

survey questionnair:

(1998) and Hinkin and Tracey’s (1999) steps for the development of measures used in

. Therefore, we used principal components analysis (PCA). Since we collected this data, it

is standard 0 use principle factor analysis (PFA) or maximum likelihood.

ed and tested a 12- and 18-item EOC measure. These longer measures may serve as more
iagnostic tools for assessing an organization’s ethical climate. The r,,, for the 12-item EOC is
.92 and a. =.88. The
in the Appendix.

; for the 18-item EOC is .94 and a =.92. The items for the longer measures are presented
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important that it maintains its structure at the group level. We utilized MPlus 8 for these analyses
(Muthén & Muthén, 2017) and we followed Muthén’s (1994) approach to conduct MCFA.

First, examined whether it is appropriate to use multilevel analysis with the data by
estimating group variation for the observed variables in the model. To do this, we
caIcuIatEd rracass correlation coefficients (ICCs) to determine the extent of systematic variance
for each indigatog, using Muthén’s (1994) ICC, which is similar to the ICC(1). ICC values less than .05
suggest th:Onay be little value in conducting multilevel modeling (Bliese, 2000). The ICC for
Recruitmewection is .20, Orientation and Training is .28, Policies and Codes is .18, Reward
and Punish 21, Decision Making is .17, and Accountability is .29. Given the ICC values for this
study, ther fficient between-group variation to justify the use of multilevel analysis of the
EOC measue. We conducted MCFA on the study variables to determine the validity of our EOC
measure. med the fit of a 1-factor model (y° = 37.65, df = 18, x°/df = 2.09, RMSEA = .06, CFl

=.94,TLI , Ruithin = -04, SRMRpetween = -09) and a 3-factor model (x* = 31.19, df = 12, y*/df =
2.60, RMS CFl =.95, TLI = .86, SRMRyithin = -03, SRMRpetween = -08). The 1-factor model
demon§table and better fit to the data than the 3-factor model (y” difference = 6.46, df
=6, p<.001).

Part B: Conte alidity
In art B, we examine the definitional correspondence of the EOC items to test the

degree to ihich the items of the EOC reflect the ethical organizational climate construct (Colquitt et

al., in press).

Method
Sa: Procedure. In 2019, we recruited 170 participants through MTurk and paid
f

them fi or their time. The participants were working adults who were also classified as

advanced MTurketS. The participants were provided the definition of ethical organizational climate
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and asked to rate how well the items of the EOC matched the definition (1 = extremely bad match to
the definition to 7 = extremely good match to the definition).

Eight surveys were eliminated because they were incomplete, leaving 162 usable surveys
(95.3%). w Meade and Craig’s (2012) recommendations to reduce careless
respon(reriW(ESpondents were 47.2% female, 77.8% were working full- versus part-time, 73.3%
were Caucasian (18.0% Asian/Pacific Islander, 5.6% African American), and averaged 40.22 years of
age (SD=1

Measures

SC

w EOC items developed in Study 1, Part A to assess organizational ethical climate.

U

Results

Folfowing the recommendations of Hinkin and Tracey (1999), we calculated the mean score

[)

for each of s to determine if they were a good match to the definition of ethical

d

organizational te. The means for the items for the EOC ranged from 5.7 to 6.35 with a mean

score of 6. e results indicated support that the items of the EOC represent the definition of
ethical

Part C: Discriminant and Predictive Validity of the Ethical Organizational Climate Measure

f

Lastly, we conducted supplemental analyses to examine whether the EOC measure of

organizatio @ al climate has predictive power beyond the ECQ, ECI, and OJC
Procedure. We collected data in 2008, using a similar procedure as in Study 1,

Part A, except we also surveyed supervisors of the unit. Business administration students at a large

i

southeast sity contacted each organization. The students received extra credit for hand

U

delivering ys to five employees and their supervisor. The instructions indicated that the five

employ ing to participate in the study must be the subordinates of the supervisor who also

A

agreed to participate in the study. The surveys were coded such that surveys from the same units
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could be linked together. Surveys were distributed to 254 units in 254 different organizations. A total

of 557 usable responses (42.9% of employees; 46.9% of supervisors) were received, leaving data for

133 units (!. ., with three or more respondents). The average number of respondents per group was
5.6. Emplo ing were 54.3% female, 62.2% Caucasian (8.5% African American and 13.0%

Hispanic’, mge7.78 years of age (SD = 10.28) with 3.1 years of tenure in the organization (SD =
4.11), and 2,53 ygars in the unit (SD = 3.49). Supervisor respondents were 39.5% female, 71.5%
Caucasian ican American and 10.0% Hispanic), average 35.43 years of age (SD = 10.91) with

7.42 years @f t@nhure in the organization (SD = 6.97), and 5.09 years in the unit (SD = 5.04).

S

rveys contained instructions, demographic questions, the EOC, the three

U

additional easures (i.e., ECQ, ECI, and 0JC), ethical leadership, and social desirability.

Supervisor8urveys contained instructions, demographic questions, social desirability, and a measure

[)

of unit une havior.

d

Measures

red EOC as in Study 1, Part A (a =.83).

VI

ate questionnaire (ECQ).2 We included the 16-item short form of the ECQ

(Schminke, Ambrose, & Neubaum, 2005) and participants rated the using a 5-point Likert scale (1 =

{

strongly disagree; 5 = strongly agree). Sample items for the caring dimension include, “what is best

for everyo w unit is the major consideration here” (a = .80), for the law and code dimension,

® For th;: we use the same items adapted by Schminke et al. (2005). In searching papers citing

Victor a 7,1988) and Cullen et al. (1993), Schminke et al. (2005) find 31 papers using the ECQ,
with 12 of t iding factor analysis reports. They examine the studies to identify the common ethical
climate types. Schmihke et al. (2005) identify no stable alternatives to the original 5-factor model found by
Victor and 8). They also examine the items that consistently loaded on these five ethical climates.
Published studie have found similar ethical climate factors, but the items of the ECQ do not always

consiste n the originally-specified ethical climate types. Schminke and his colleagues (2005) find 16

items con load on the five most often found ethical climates and thus they use these items in their
study. We use theséSame 16 items of the most common five ethical climates in our study to examine

divergent and predictive validity of our ethical climate measure.
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“the first consideration is whether a decision violates a law” (o = .86), for the rules dimension, “it is
very important to follow the company’s rules and procedures here” (a = .85), for the instrumental
dimension,’H are mostly out for themselves” (a = .88), and for the independence dimension,
“people ar heir own personal ethics” (a = .86).

!t)@ate index (ECI). Participants rated 18 items of the ECI as an alternative ethical

2010). The ethical climate measure based on Rest’s (1984, 1986) four-component model of

climate mewsing a 5-point Likert scale (1 = strongly disagree; 5 = strongly agree). (Arnaud,
ethical decwdng and is composed of four dimensions: collective moral sensitivity, collective

moral judmlective moral motivation, and collective moral character. A sample item for

collective nsitivity is, “people in my department are aware of ethical issues” (a = .70), for
collective rgral judgment, “others’ misfortunes do not usually disturb people in my department a
great deal”m, for collective moral motivation, “what is best for everyone in the department is

a major consfd on” (a =.89), and for collective moral character, “people | work with would feel

- haE

(2009) 0OJC measure. Responses were made on a 5-point Likert- scale (1 = strongly disagree; 5 =

strongly agree). The measure includes items such as, “for the most part, this department treats its
employees(fa d “in general, employees can count on this department to be fair” (a = .85).

Et ership. We measured ethical leadership using Brown et al.’s (2005) 10-item

peer even if that person was not a very helpful person” (a = .84).

ice climate. Participants rated OJC using six items from Ambrose and Schminke’s

measure, using a 5-point Likert scale (1 = strongly disagree; 5 = strongly agree). Sample items

include, “ anager discusses business ethics and values with employees,” and “my unit

manager di employees who violate ethical standards” (a = .95).

¢cal behavior. Unit supervisors rated their unit’s unethical behavior using Akaah’s
(1996) 17-item hical behavior measure. Responses were made on a 5-point Likert- scale (1 =
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strongly disagree; 5 = strongly agree). Sample items include, “uses company services for personal
use” and “pilfers company materials and supplies” (a = .96).

Mability. We measured social desirability of employees and supervisors using the
10-item sh wne-Marlowe measure (Strahan & Gerbasi, 1972) and a 5-point Likert scale (1
= strong’y @ 5 = strongly agree). Sample items include, “I’'m always willing to admit it when |

make a mistie”jnd “at times | have really insisted on having things my way” (manager a = .68, unit

social desir =.81).

Ta:)rts the correlations, means, and standard deviations of variables in Study 1, Part
C.

Aggregation. We assessed the degree of agreement for the measures by calculating the r,,4
statistics ( James, 1993). The mean r,, statistics included the following: ethical leadership
Irwg = .94, EO€ r,;#.90, ECQ-caring r,, = .82, ECQ-law and code r,, = .89, ECQ-rules r,,, = .85, ECQ-
instrumen =.75, ECQ-independence r,,, = .79, overall justice climate r,, = .88, ECI-moral
sensitiv| ECl-moral judgment r,,4 = .87, ECl-moral motivation r,4 = .78, and ECI-moral
character ry, = .82. These results provided evidence of strong agreement within units for our new
measure ar&her climate measures.

Co and discriminant validity. We conducted a series of CFAs using the EOC, the

CQ, 0JC, and ethical leadership. We assessed discriminant validity using a series

of confirma or analyses using MPlus Version 8. The tests assessed whether our EOC measure

could be di ed from the ECQ, 0OJC, and ethical leadership.
Fo hen, Gully, and Eden (2001), we compared the fit of eight models: an 8-factor
model ( ECQ dimensions, OJC, and ethical leadership), a 6-factor model (EOC and five ECQ

dimensions), two'2factor models (EOC and OJC; EOC and EL), and four 1-factor models (EOC, five
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ECQ dimensions, OJC, and EL loaded onto a single factor; EOC and OJC as one factor; EOC and OJC as
one factor; and EOC and EL as one factor). The results are provided in Table 3. The CFA results
provider discriminant validity of the EOC from other similar climate types.

Di redictive Validity. Next, we examined whether our new measure of ethical
organiza!io*!acm\ate remained significant when the other climate measures were entered into an
equation to gredict unit unethical behavior. Thus, we examined the extent to which the EOC
mediates tanship between ethical leadership and unit unethical behavior (Hypotheses 1, 2
and 3), whwlling for the ECQ, ECI, and OJC. We followed the procedures outlined by
Preacher, d Hayes (2007) and used the SPSS macro developed by Hayes (2013) to test the

model (PR 16.3) using SPSS 23. The results are presented in Table 4. We found that ethical

Ieadership!as positively related to ethical organizational climate (b = .20, SE =.08, p = .013),
showing sm Hypothesis 1. In addition, ethical organizational climate was negatively related
to unit unethic havior (b =-1.02, SE = .36, p = .005), supporting Hypothesis 2. To test the amount
of influ§diator carries from the independent variable to the dependent variable, we
conduc the indirect effects. To directly test the indirect effect of ethical leadership on
unit unethical behavior through ethical organizational climate, we used bootstrapping analysis

95% bias-c

(Preacher; Haies, 2008). The PROCESS macro generated 5,000 bootstrap samples and computed a

confidence interval (Cl). The indirect effect was significant for the relationships
betwee#dership and unit unethical behavior through ethical organizational climate
because i I Fot include zero (b =-.20, SE = .11, 95% CI [-.49, -.04]). This provides support for
Hypothesijcontrolling for other ethical climate measures.

: Study 2
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Study 1 provides content and discriminant validity support for the measure, and predictive
validity evidence, given we found support for part of our theoretical model while controlling for
related Mn Study 2, we seek to constructively replicate the Study 1 findings by using an
alternative employee unethical behavior—unit deviance. In addition, we test a more
complex‘mﬁyexamining collective moral identity as a boundary condition of the relationship
between ethical grganizational climate and unit unethical behavior.

Sa Procedure. We collected data in 2008, using a similar procedure as in Study 1,
Part C, acr%ty of industries. We received 878 usable responses (50.4% response rate),
leaving da units. Employee respondents were 50.4% female, 57.9% Caucasian (11.2%
African A nd 14.4% Hispanic), average 29.67 years of age (SD = 11.74) with 3.91 years of
tenure (SDs 5.26) in the organization and 3.03 years in the unit (SD = 4.12). Supervisors responding
were 41.6‘m 75.3% Caucasian (7.9% African American and 7.9% Hispanic), average 38.06

years of age¥{S 2.46) with 8.46 years of tenure in the organization (SD = 7.80) and 6.0 years in

the unit ( .
rveys contained instructions, demographic questions (i.e., age, gender,

education, unit tenure, and unit size) and measures of ethical leadership, the new measure of ethical

organizationa| c||mate, and collective moral identity. Supervisor surveys contained instructions,

demograpons, and a measure of unit deviance.

We measured ethical leadership (a = .95), EOC (a = .82), and unit and supervisor social

desirability (a =.71, a =.77, respectively) as in Study 1, Part C.

l
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Unit deviance.” We measured the unethical behavior of unit employees using Bennett and
Robinson’s (2000) 12-item Organizational Deviance Scale (ODS). We followed previous research and
asked aMce at the unit level (Brown & Trevifio, 2006; Mayer et al., 2009). We used unit
deviance a unethical behaviors because deviance is similar to unethical conduct in that it
focuses-on*!loalons of normatively appropriate behaviors (Trevifio et al., 2006). Supervisors rated
the extent ttwh:' h unit employees, as a whole, engaged in various deviant behaviors within the

past year o Int response format (1 = never, 2 = once, 3 = a few times, 4 = several times, 5 =

monthly, 6%, 7 = daily). Example behaviors include, “took property from work without
permission scussed confidential company information with an unauthorized person” (a =
.94).

Cogctive moral identity. We measured moral identity using Aquino and Reed’s (2002) 5-
item moralg internalization measure. Participants were provided a list of nine characteristics
and asked t0%e d to items such as, “it would make me feel good to be a person who has these
characteris d “being someone who has these characteristics is an important part of who | am”
(1 = str 1 e; 5 = strongly agree) (a.=.77).

Results

Tab|e ! reports the correlations, means, and standard deviations of all variables used in

Study 2. O
n i: er i'determine whether unit-level aggregation is appropriate, we assessed the degree

of agreemﬁhical leadership, ethical organizational climate, and collective moral identity by

9 . . . . . .
We report the restifts using supervisor ratings of unit deviance to address the same source bias. However, we

find the same pattern of results when using employee ratings of unit deviance.
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calculating r,, statistics (George & James, 1993). The mean r,, statistics included the following:
ethical leadership r,, = .90, EOC r,,;, = .87, and moral identity r,,, = .84.

Mts provide evidence of strong agreement within units for all the measures.
Test of Ou Model

W(J!Mced confirmatory factor analysis using MPlus Version 8 to assess whether the

variables w@nct from each other. We assessed the fit of a 3-factor model (XZ =590.28, df =

186, x*/df = MSEA = .07, CFl =.92, TLI = .91, SRMR = .05) and a 1-factor model (* = 1522.70,
F N o

df =189, xz/df= 8.06, RMSEA = .13, CFl =.73, TLI = .70, SRMR = .10). The 3-factor model
w v

demonstra table and better fit to the data than the 1-factor model (x2 difference =932.42,
In this study, we examined the extent to which ethical climate mediates the relationship
between e dership and unit deviance (Hypotheses 1, 2, and 3) and the moderating role of

collective mora ntity (Hypothesis 4). We followed the procedures outlined by Preacher et al.

E SPSS macro developed by Hayes (2013) to test the model (PROCESS v2 16.3)

The results of the analysis are presented in Table 6. Ethical leadership is positively related to

(2007)

using S

ethical organijzational climate (b = .70, SE = .06, p = .000), supporting Hypothesis 1. In addition,
ethical orgar@nal climate is negatively related to unit deviance (b =-.33, SE=.12, p =.007),
supportin pothesis 2.

Waeyalso predicted an interactive effect between collective moral identity and ethical

organizati imm@ate on unit deviance (Hypothesis 4). The index of moderated mediation is

significant elationships between ethical leadership and unit deviance (b =-.28, SE = .11, 95%
Cl [-.49¢wing the recommendations of Aiken and West (1991), the variables were mean
centered before cOhstructing interaction terms. Following Cohen and Cohen (1983), we plotted the
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interactions by using collective moral identity at one standard deviation above and below the mean
for high and low values, respectively. The interaction is presented in Figure 1. We conducted a
simple smgs and found that the slope at one SD above the mean was significant (b =-.57, t
=-4.924,p not at one SD below the mean (-.10, t = -.515, p = .607). The difference
betweeﬁtimpe slopes at high and low moral identity is significant (.47, p = .00). This provides
support for Hypathesis 4 that the relationship between ethical organizational climate and unit

deviance is r in units with higher collective moral identity than those with lower collective

moral idenm

Finally, PrScher et al. (2007) suggests the conditional indirect effects should be examined.

We did notﬁsize this relationship, but in a supplementary analysis, we tested for the

conditiona effect of collective moral identity on the relationship between ethical leadership
and unit deVia Ihe PROCESS macro (Hayes, 2013) used bootstrapping to assess the magnitude of
the indi f ethical leadership on unit unethical behavior at different values of moral
identity. We f hat the conditional indirect effects were significant at one standard deviation

above the mean for collective moral identify (indirect effect = -.07, SE = .11, 95% ClI [-.28, .15]), but
not one stidard deviation below the mean (indirect effect = -.40, SE = .10, 95% CI [-.61, -.20]).
These resu st that there is a negative association between ethical leadership and unit
deviance th thical organizational climate when moral identity is high (1 SD above the mean).
s Discussion

M of this research is to develop and test a comprehensive model linking ethical
leadership to unitSlevel unethical behavior through ethical organizational climate. In addition, we
examine a boun condition (collective moral identity) of the relationship between ethical
organizﬁte and unit-level unethical behavior. In Study 1, Part A, we develop items and

provide factor-analytic evidence for the distinctiveness of a new measure of ethical organizational
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climate. In Study 1, Part B, we assess how well the items of the EOC reflect the definition of ethical
organizational climate. In Study 1, Part C, we find convergent and divergent validity evidence for our
measurMng it to several other climate measures (i.e., ECQ, ECI, and OJC). We demonstrate
predictive mnce through finding support for the mediation part of our theoretical model,
whereb’eEdership is related to unit-level unethical behavior through ethical organizational

climate whilg coatrolling for ECQ, ECI, and OJC. In Study 2, we constructively replicate Study 1, Part
C’s findingsO

different type of unethical behavior (i.e., unit deviance) and find support for

collective Wtity as a boundary condition of the relationship between ethical organizational

climate an al behavior. In sum, we provide support for a more comprehensive
conceptua f ethical organizational climate and use of our new EOC measure.
Theoreticagmplications

Th research provides a number of implications for theory. The most commonly
used conceptu ion and measure of ethical climate (i.e., ECQ; Victor & Cullen, 1988) draws on
philoso§ciological theories related to moral decision making. However, this construct has
produc of theoretical and methodological inconsistencies (e.g., Cullen et al., 1993), with

concerns raised about the relevance of specific types of ethical climates (Kish-Gephart et al., 2010),

and extant researcH producing substantial variations in the use of this measure (Arnaud, 2010).

Additional provides a rather narrow focus on decision making, even though ethical

organizatkﬂte results from perceptions of policies, procedures, and practices that stem from
multiple organizat|gnal systems. Furthermore, the ECQ is often paired with individual-level theories,

S

rather tha i el theories. To overcome these limitations, our research draws on Trevifio and
Nelson’s ( del of formal organizational ethical systems, as well as theory and research on
organizadi imates as unit-level, rather than individual-level, phenomena. In this respect, our

measure captures¥erceptions of organizational practices related to multiple organizational ethical
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systems, thus providing a more comprehensive measure of ethical organizational climate.

Importantly, our research demonstrates that ethical organizational climate mediates the
relationwn ethical leadership and unit-level unethical behavior even when controlling for
several rel cts. In this respect, Study 1, Part C demonstrates that our measure of ethical
organiza!io*!acmmate is significantly, negatively related to unethical behavior after controlling for
the most commaaly used measures of ethical climate, the ECQ and ECI, as well as OJC.

Demonstra

C

emental validity of the EOC provides a more rigorous test of our conceptual

model andf@lemionstrates the practical relevance of introducing our measure to the literature.

S

W mine a novel construct in the organizational context, collective moral identity,

U

and find th ollective moral identity moderates the relationship between ethical

organizatiofal climate and unethical behavior in organizations. While Thorton and Rupp (2016)

I

manipulat e moral identity, we show evidence of the importance of moral identity at the

d

unit level utifizi field study in which we measure collective moral identity. Indeed, we find that

the negati onship between ethical organizational climate and unit unethical behavior is

\'

stronge ith higher collective moral identity than those with lower collective moral identity.

Theoretically, our findings suggest that groups do indeed develop a common understanding

I

of shared, unit-level traits, which then affect the group’s environmental interpretations and

subsequen M prs. Work units that collectively internalize the importance of kindness,

compassio ness, and generosity will be particularly responsive to environmental cues, such

as ethical organizational climate, that reinforce these traits, and thus they will be more likely to

th

display be onsistency (e.g., by refraining from engaging in unethical behavior).

U

w tribute to the organizational practices literature by demonstrating that, in

additio ing actual practices, there is value to studying perceptions of the organization’s

A

practices. Resea rs have studied actual practices such as strategy (e.g., Whittington, 2006),
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technology and learning (e.g., Orlikowski, 2002), and human resources (HR; e.g., Huselid, 1995).
Rather than studying actual practices, we demonstrate that perceptions of organizational practices
inform orgﬁHal climates. By doing so, we contribute to the broader climate literature by
examining ganizational systems that produce practices culminating in shared
percept%nﬁioemal organizational climate, which then discourage unit-level unethical behavior.

ion’s ethical landscape. We provide an ethical organizational climate measure

Practically, qur research does more than highlight the importance of business ethics, or the need to
assess the Q

that point%e of practices the organization can enforce to develop a highly ethical climate.

Most orga involved in ethical scandals have a code of conduct and tout the importance of
ethics, but al behavior prevails because something is missing in these environments. Our

research p!vides a recipe for determining what is missing in the environment. As noted by Johnson

et al. (2007, e and what they do have gone missing.... In fact we know that strategies are
rarely the result®®one-off decisions, but rather the outcomes of quite complex processes” (p. 5).
Our resear rates that when employees perceive that formal organizational systems include
multipl i ethics-related policies, procedures, and practices, their shared perceptions give

rise to ethical organizational climates.

literature, d Schminke (2009) provided suggestions for future research. We begin to

addressﬂeir recommendations by presenting a theoretical basis for ethical organizational
climate resiarc aid by explaining how these climates form. First, we draw on a theoretical

framewor ws us to measure ethical organizational climate utilizing the preferred definition

Final i‘ we add to the growing climate literature more broadly. In a review of the climate

of climate, ferences shared perceptions of policies, practices, and procedures. Importantly,

rather qng ethical organizational climate as the “conditions that likely set the stage for
ethical action” nzi & Schminke, 2009, p. 70), as is done with the ECQ, our measure highlights the
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importance of perceptions of contextual factors (i.e., policies, procedures, and practices) that give
way to a shared understanding of “the way things are done around here.” We also examine moral
identityhve construct that represents the unit’s shared commitment to upholding moral
traits such justice, and hard work (Aquino & Reed, 2002). Finally, Kuenzi and Schminke
(2009) s?re*iielmportance of examining multiple climates in the same model. By controlling for
several climates,we demonstrate that the EOC is indeed measuring something unique and different.
Urtantly, our research demonstrates the strengths of this approach as our

Perhaps m

comprehensivgy ethiical organizational climate measure negatively predicts unit unethical behavior

above and elated constructs.
Practical | ns

Ou!research provides several practical implications. First, our EOC measure (perhaps

especially r versions found in the Appendix) can be used as a diagnostic tool to assess an

organizatio al environment. Utilizing our measure, organizations can assess their strengths
and weakn in terms of formulating practices that contribute to a strong ethical organizational
climate e, an organization may discover that their HR practices (e.g., recruitment,

selection, orientating, training) support ethical decision making and behavior; yet, employees may
not be helj accoun{able, and may not be reprimanded, for engaging in unethical behavior. In such

cases, org $ should continue to promote ethical HR practices, but also take steps to align

their rewa nishment systems with strong ethical expectations, thus generating a stronger,
more impactful ethical organizational climate. Changes in ethical practices that are consistently

followed aﬁed to contribute to a stronger ethical climate that results in changes in

(un)ethical
organizations can use our measure as a diagnostic tool that connects ethical

organizational c te to unethical behavior. If an organization discovers that one facet of ethical
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organizational climate is low, managers can try to improve it and then track, over time, whether
their changes resulted in a higher ethical organizational climate that diminishes unethical behavior.
Our reseaanstrates that ethical organizational climate is negatively related to unethical
behavior, jcularly important given that unethical behavior can result in organizational
IawsuitsﬂGFiman,Gutek, Stein, & Lewis, 2006) and lost profits (Detert, Trevifio, Burris, &
Andiappen 2007}, Thus, practically speaking, organizations may want to consider ways to improve

their ethica ational climate to keep unethical behavior in check.

C

Strengths, fimifations, and Future Directions

$

De strengths of our research, some limitations should be noted that would provide

u

fruitful op es for future research. One limitation is that the data are cross-sectional.

Although provide theory for the causal direction of the conceptual model, we are unable to make

)

causal infe e to the cross-sectional research design. The fit of the model was significantly

d

worse whenth del was tested in the reverse order, but the cross-sectional data do not allow us

to draw ca clusions. Future research that examines the effects of our measure using a

Y

longitu esign would help address this limitation.
A second limitation is that we collected all data using a similar methodology, including units

from a varieiy o! organizations. The fact that we find support for our new measure and conceptual

model acrad

ety of organizations and industries speaks to the robustness of the findings, but
future res replicates and extends these findings in a single organization and/or uses a

method other thanreferral sampling would help bolster our findings. Student-recruited samples, in

our case r pling, are sometimes criticized in the literature. However, the meta-analysis by
Wheeler, Sinami eon, and Whitman (2013) indicates that results from student-recruited samples
are not ially different than non-student recruited samples; the few differences that exist in

their study are n ractically significant.
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A third limitation is that we focused on one type of outcome—unethical behavior. Given our
conceptual grounds for examining the relationships between ethical leadership, ethical
organizatiwa#imate, and unethical behavior, we deemed unethical behavior as a particularly
important hile we examine two types of unethical behavior (unit unethical behavior and

unit dev*argﬁe , Tuture research that examines additional dependent variables, such as whistle-

blowing, prtoci: behavior, motivation, or performance, would be interesting. Further, examining

the effects | leadership and ethical organizational climate on objective outcomes (e.g.,

stealing bawmpany records) would be a nice extension of the reports we obtained.

It be useful to examine cross-level effects by assessing individual-level outcomes.
We know t ers play an important role in a more top-down approach; however, it would be
interesting!o see if there could also be bottom-up processes in play (Pinto, Leana, & Pil, 2008).

Litwin and ml%S) include a feedback loop between top-down and bottom-up processes in

their model@n ure research should explore this avenue. This would also allow for an

examinatio mechanisms that lead to the formation of ethical organizational climate
percep

TrSiﬁo and Nelson’s (2017) framework of ethical culture describes both formal and
informal o ional systems, but we only measure formal systems. The informal systems
are related ure, whereas the formal systems are related to climate. The informal
systems i&ude role models and heroes, norms, rituals, myths and stories, and language. A
close eM of these categories reveals that all but norms are associated with culture
and not climEdeed, Schein (2004) describes culture as a function of the values and
beliefs that | ople to create similar perceptions to what they experience. On the other
hand, Sc cribes climate as the meaning people derive from what they experience.

Using this lens, role models, heroes, rituals, myths, and stories are related to culture, whereas
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climate consists of perceptions of policies, practices, and procedures in the organization. A
measure of ethical culture could be developed and used alongside our measure of ethical

organizatio imate in future research.

There

as been a proliferation of new measures in the management literature, and we had
I I

to think ca to whether developing a new measure of ethical organizational climate is

necessary and usefll. In the end, we concluded that as the organizational climate literature and

CE

methods h ressed over the past three decades, continuing to use the ECQ could limit our

S

understan ofithe ethical context in organizations. In this respect, the EOC should be used when

it is important to cBmprehensively assess the organization’s multiple systems. Moving forward, we

Ul

recommen g to the ECQ as a climate for ethical decision making rather than ethical

]

organizati te. As such, the ECQ can be compared to the decision making dimension of the

EOC to ass@ss rgence. In terms of reviewing and citing past ethical climate research, if scholars

d

use ind data, we recommend they refer to it as psychological climate. If scholars use

aggregated is should be referred to as organizational ethical climate. Finally, researchers

WA

need to be clear as to what referent is used in the items. We recommend that a referent shift is used

to the appR@priate unit level for organizational climate research (Klein, Conn, Smith, & Sorra, 2001).

]

Fin ough we believe our EOC measure provides a well-validated measure of ethical

0O

climate at th level, scholars should not lose sight of the foundational work that came before

our measukg. Just as Colquitt (2001) provides a refined measure of justice, researchers still rely on

h

I

prior, s to build their research arguments. We expect the same pattern to emerge with

our new measure,fand we hope it will provide a useful path forward.

Ul

Conclusions

considerable public concern about the plethora of corporate scandals chronicled in

A

the mainstream media. We argue that organizational unethical acts are not solely because of a few
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bad apples, but rather that cracks in the foundation of an organization’s ethical climate are the likely

cause of the wrongdoing. We hope this research provides useful conceptualization and a tool for

cript

scholars in ed in examining the important role of an organization’s ethical climate.
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Table 1

Factor | Factor | Factor | Factor | Factor | Factor
1 2 3 4 5 6

L Exploratory Factor Analysis for Study 1, Part A

(oT) (DM) (AR) (DM) (RS) (PC)

or and group-level climates. Journal of Applied Psychology, 90, 616-628.
EeTeRlesTaeh

1. h re taken into .04 .83 .10 A3 .13 22
consi:tvhen decisions are made.

2. When decisigfis are made, we talk about .20 .67 .14 .06 .23 A1
whether something is the "right thing to

do."

consider ethical issues when .14 .78 .16 A1 .14 .18
making decist@ns even during stressful

times.
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4. Ethics training is consistent with how 21 13 .79 12 .26 .09
employees actually perform their jobs.
5. Allemployeesare required to attend .25 12 .81 .16 .10 .01
ethH.
6. Ethica (&§are discussed with new .04 .19 .75 .06 .09 33
emplo art of their initial
orientation.
mctly follow the written .27 .25 21 22 .68 .01
codeL
8. The bgfraviom®,of employees are .09 .26 .09 21 .74 .25
consi@ the company's ethical
codes
follow established procedures 22 13 21 .20 .70 .22
guidance about business ethics
issues.
10. An efade to search for applicants .36 .16 .09 12 24 .70
of a hiﬁl standard.
11. When@iwe hire new employees we try to .30 .24 .16 22 .03 .67
asses vy would handle ethical
situatj
12. In recRuiti w employees, my .16 .29 .20 .16 .27 .69
department emphasizes the importance
13. A good made to measure and .78 A1 .19 .18 23 .24
haviors.
14. Employees receive positive feedback for .73 12 A1 14 .20 .29
making ethical decisions.
15. Ethich is evaluated as part of .77 .16 .24 .15 .09 14
perforg ppraisals.
16. Whe | acts occur employees 21 .18 12 .81 .19 .08
take responsibility for their actions.
17. Empldyees at all levels take responsibility 33 .16 A1 .81 A1 12
forEes of their actions.
-.06 -.03 14 .66 33 .28

18. Emstion authority if an
unethical behavior occurs.

Note: OT=0Orientatiion and training, RP=Reward and punishment systems, AR=Accountability and

responsibil

<
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ans

andard Deviations, and Correlations for 6-item EOC for Study 1, Part C

Table 2

1.
Ethical
leaders
hip

11

12

13

14

2. EOC
6-item

(8
3)

3. Unit
unethic
al

behavio
r

3. ECQ
caring

.24

73

(8
0)

4. ECQ
law &
code

.70

.62

(8
6)

5. ECQ
rules

.69

.63

(.8
5)

6. ECQ
instrum
ental

7. ECQ
indepe
ndence

8.
Overall

justice

.15

.08

.16

.24

(.8
6)

44

37

(.85
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climate 6 5

9. ECI 3.1 4| 4| 38| - 36| 4| 3| 6| .2| .60 (.70
sensitivi
ty

10. ECI
judgmegy

A5 | - 53| 4| 4| 6| 2| 53| .70 (.7

nt

11. ECI ! 2139 036 3| 3] - - A5 18| 1| (.8
motivat 8 9 4 |0 0] 1 8 |9)

ion 1 7 0

12. ECI 5| .64 - 70| 5| 5| .0|-23| 3| 39| 4| 4] (8
charact 9 i 8 |9 8 0 7 [0 |4
er 4 0

13. Unit 2| .26 - A6 | 2| 2| 3| 14| 4| 51 3| 0| .1 (.8
social

desirabi
lity

14,
Supervi

2 1.15] - A3 .2 2| .2 03| .2| 33| .1 0] 1| 3

sor

social
desirabi

lity

8)

Note: N=1
|.21]| are significant at p < .01; those greater than |.27] are significant at p <.001; Cronbach’s as

roups. Correlations greater than |.18]| are significant at p < .05; those greater than

presented along the diagonal in italics; EOC = Ethical organizational climate, ECQ = Ethical climate

guestionnaire, ECI = Ethical climate index.
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Table 3

AIterna*e Mo!el MCFA statistics for EOC, ECQ, Ethical Leadership, and OJC for Study 1 Part C

CF SRM
P 2 2 2
-I-Iygothesued model X df | X°/df aAX RMSEA | | TLI R

EOC and Ehiim[s
6-factor mafel ( , ECQ care, ECQ 617.04 | 19| 3.13 .06 | 9 ].90| .05
law, ECQ r ind, and ECQ inst 4 2
on separate facters)
1-factor m EQC, ECQ care, ECQ 2191.4 | 20 | 10.49 | 1574.42 A3 .6 | .58 | .11
law, ECQ rules, ECQ ind, and ECQ inst 6 9 (df=15) 2
on one factor)
EOC and 0JC
2-factor m@del (EOC and OJC on 150.19 | 43 | 3.49 .07 | 9].94| .05
separate fg 5
1-factor m@de and OJC on one 690.62 | 54 | 12.79 540.4 .15 7 72 .10
factor) (df=11) 7

OCand ELon 43420 | 10 | 4.21 .08 | 9 ].92| .05
separat 3 3
1-factor model (EOC and EL on one 648.51 | 10 | 6.24 214.31 .10 | .8 | .86 | .06
factor) L 4 (df=1) 8
EOC, ECQF, JC, and EL
8-factor m , ECQ care, ECQ 1819.4 | 60 | 3.03 .06 | .9 |.88| .05
law, ECQ r ind, and ECQ_ inst 1 1 0
0IJC, and ERon separate factors)
1-factor medel (EQE, ECQ care, ECQ 49547 | 62 | 7.88 | 3135.34 A1 | 6| .61 | .09
law, ECQ riifes, ind, and ECQ inst 5 9 (df=28)
0JC, and EID(actor)
Note: n=557. EOC& Ethical organizational climate, ECQ = Ethical climate questionnaire; ECQ care
= ECQ cagj law = ECQ laws and codes, ECQ rules = ECQ rules, ECQ inst = ECQ instrumental,
ECQin dependence, EL = Ethical leadership, OJC= Overall justice climate.
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Table 4

SWegression Analysis Predicting Unit Unethical Behavior for Study 1, Part C

Q EOC Unit Unethical Behavior

p— B (SE) Yij p-value B (SE) yij p-value
Constant s -.06 (.37) .00 .88 4.06 (1.42) .00 .01
Ethical |ead® .20 (.08) 22 01 -.08(.32) -.04 .80
EOC -1.02 (.36) -42 .01
ECQT@ .26 (.08) 31 .00 92 (.31) 44 .00
ECQ law .20 (.09) .19 .03 -.14 (.36) -.05 71
ECQ rules S .15 (.09) 15 .10 -.23(.35) -.10 52
ECQ instr .03 (.06) .05 .59 -11(.22) -.07 .63
ECQind C -.01(.06) -.01 .89 .14 (.23) .07 .54
m -.02 (.10) -.02 .85 -.49 (.38) -19 20
ECImj -.07 (.09) -.07 .45 -.24 (.33) -11 47
ECImm .14 (.10) .08 .16 .76 (.37) .19 .04
ECImc .08 (.07) .09 .26 -.00 (.28) -.00 .99
oJC -.01(.07) -.01 .87 .31 (.27) .15 .24
Social desiri'ility-unit .11 (.07) .10 A1 -.02 (.26) -.01 .94
Social desirabili -.04 (.05) -.05 41 -.18(.19) -.09 .35
supervisor
F=20.56 p =.000 F=2.46 p =.004
R’ =.69 s R*=.23
Indirect Wal leadership on Unit unethical behavior Effect SE Cl

-.20 A1 [-.49, -.04]

Note: N=1 itS7 B = unstandardized coefficients, SE= standard errors; = standardized

Results are based on 5,000 bootstrap samples.

This article is protected by copyright. All rights reserved.




Table 5

I ' Means, Standard Deviations, and Correlations for Study 2

5 | 6
Q. v ol 2|25 |

1. Ethical |cadenship 3.72 | .51 | (.95)

2.Ethica|o¥onalclimate 349 | 54| .66 |(.82)

3.Co|lectiv<mora|’ientity 407 |.59| .27 | .19 (.77)

4. Unit devij 238 | .69 | -46 |-.46 -.39 (.94)

5.Unit social"desifability 333 |.37 | .25 14 .58 -.37 (.71)

6. Supervisor socialldesirability 339 (.59 .13 .06 14 -.13 .29 (.77)
Note: N = s. Correlations greater than or equal to |.19] are significant at p < .01; those

greater th .25] are

significant at p < .001; Cronbach’s as presented along the diagonal in italics.

V

~

Table 6

ummary of Regression Analysis Predicting Unit Deviance Study 2

L EOC Unit Unethical Behavior
< > B (SE) Yij p-value B (SE) yij p-value
Constant -2.42 -.01 .00 4.26 (.67) .04 .00

S (.33)

Ethical |ea*rshiﬁ ' .70 (.06) .66 .00 -.24 (.16) -.18 13

EOC -.33(.12) -.26 .01

Collective -.22(.10) -.19 .04
identity

Collective
identity X EOC

-40(.16) | -.19 01
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Social desirability-unit -.02 (.05) -.03 .76 -.29 (.14) -.16 .03
Social desirability- -.05 (.09) -.02 .60 .00 (.08) .00 .98
supervisqifummd)
F=48.08 p =.000 F=17.56 | p=
.000
i
R*=.43 s R*=.36

C

Index of M Mediation Effect SE Cl
‘ ’ ' -.28 A1 [-.49, -.07]
Note: N=1 itsp B = unstandardized coefficients, SE= standard errors; £ = standardized

U

coefficients; EOC s¥kthical

organizatio, te; Results are based on 5,000 bootstrap samples.

M

Figure 1
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Appendix

6-Item Melsure o! the EOC (One for each formal system)

Ethical @ e taken into consideration when decisions are made. (DM1)
Ethics training Is consistent with how employees actually perform their jobs. (OT1)

Emﬁomtly follow the written code of ethics. (PC1)

An effqlii e to search for applicants of a high moral standard. (RS1)

A good gfforfais made to measure and track ethical behaviors. (RP1)

When @cal act occurs, employees take responsibility for their actions. (AR1)

12-and 1
For the 18 | ree for each formal system)

ok wnN PR

asures of the EOC (For the 12 items, two for each formal system in shown italics.

S

Ethicaly
When d,
Employees consider ethical issues when making decisions even during stressful times. (DM3)
Ethics
Allem
Ethical\iss e discussed with new employees as part of their initial orientation. (OT3)
ees strictly follow the written code of ethics. (PC1)

jor of employees are consistent with the company’s ethical codes. (PC2)
Employee wed established procedures to seek guidance about business ethical issues.

L

e taken into consideration when decisions are made. (DM1)
are made, we talk about whether something is the “right thing to do.” (DM2)

ﬂ;

consistent with how employees actually perform their jobs. (OT1)
re required to attend ethical training. (OT2)

d

Emplo

© 0N LA WN R

10. An effort is made to search for applicants of a high moral standard. (RS1)
11. When we hire employees, we try to assess how they would handle ethical issues. (RS2)

I

12. In recryibi employees, my department emphasizes the importance of ethical behavior.
(RS3)

13. A good @ made to measure and track ethical behaviors. (RP1)

14. Employe eive positive feedback for making ethical decisions. (RP2)

15. Ethical is evaluated as part of the performance appraisals. (RP3)
16. Wh
17. Employees at @il levels take responsibility for the outcomes of their actions. (AR2)

jcal act occurs, employees take responsibility for their actions. (AR1)

th

18. Employees question authority if an unethical behavior occurs. (AR3)

AU
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