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The plethora of corporate scandals in recent years at companies such as En-
ron, Tyco, and Worldcom has thrust the issue of business ethics to center stage
in the media and in the minds of many consumers. In the scientific literature,
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there is growing acceptance of the notion that corporate indiscretions are
the result of more than just a few “bad apples” and that the organizational
environment has a strong influence on employees’ unethical behavior (Trevi-
no, Weaver, & Reynolds, 2006). With the importance of the organizational
context in mind, approximately 20 years ago Victor and Cullen (1987, 1988)
introduced the concept of ethical climate to describe how the organizational
environment impacts unethical behavior. Victor and Cullen (1987) define
ethical climate as “the shared perception of what is correct behavior, and how
ethical situations should be handled in an organization” (p. 51). A premise of
this construct is that the social context in organizations plays a pivotal role in
determining whether employees will behave unethically.

Victor and Cullen’s (1987, 1988) seminal work on ethical climate has been
well received in the business ethics literature prompting over 70 empirical
studies in the past 20 years. Interestingly, however, the vast majority of pub-
lished articles on ethical climate are in business ethics journals as opposed
to mainstream management journals. This is problematic because whereas
research on other climate constructs such as service climate (Schneider,
Bowen, Ehrhart, & Holcombe, 2000), safety climate (Zohar, 1980, 2000),
and justice climate (Naumann & Bennett, 2000) is commonly found in top-
tier mainstream management journals, ethical climate research has been
relegated to niche journals thus limiting the visibility, impact, perceived
scientific rigor, and attributed importance of the topic. In this chapter we
argue that there are a number of conceptual, operational, methodological,
and analytical issues that are largely responsible for the current state of
empirical research on ethical climate. In general, we believe that although
Victor and Cullen’s (1987, 1988) initial conceptualization and operation-
alization of ethical climate was extremely useful in sparking interest in the
topic, a number of changes are now necessary for ethical climate research
to continue to prosper and to become a mainstream management topic
like other well-known climate constructs.

The primary goal of this chapter is to provide a critique of the ethical
climate literature and to highlight a number of ways future research can be
improved. It should be noted that the primary purpose is not to simply re-
view the extant literature on ethical climate. Although we do provide a brief
review of the conceptualization, operationalization, and empirical work on
ethical climate, our focus is more on where we believe the literature should
go in the future as opposed to summarizing where it has been in the past. For
more detailed information on the extant literature on ethical climate we sug-
gest reading excellent qualitative (Arnaud & Schminke, 2007) and quantita-
tive (Martin & Cullen, 2006) reviews that have been recently published.

This chapter is divided into the following four sections: (a) a brief de-
scription of the conceptualization and operationalization of ethical climate;
(b) a short review of the antecedents and consequences of ethical climate;
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(c) a critique of the extant literature; and (d) a prescription for where we
believe the field should go in the future.

CONCEPTUALIZATION AND OPERATIONALIZATION
OF ETHICAL CLIMATE

Conceptual Basis and Measurement of Ethical Climate

Victor and Cullen (1987, 1988) are known as the “fathers” of ethical
climate. They utilized philosophical and sociological perspectives in devel-
oping a theoretical basis for creating a measure of ethical climate. More
specifically, they used a two-dimensional theoretical perspective to describe
the different types of ethical climates that exist in organizations. The first
dimension, ethical criterion, maps on to the three major classes of ethical
theory: egoism (i.e., maximizing self-interest), benevolence (i.e., maximiz-
ing joint interests), and deontology or principle (i.e., adhering to a prin-
ciple) (Fritzche & Becker, 1984; Williams, 1985). The second dimension is
referred to as the locus of analysis and draws heavily on the work by Merton
(1957) on roles and reference groups. Locus of analysis relates to who the
referent is for one’s actions. The three loci of analysis include: self (i.e.,
oneself), local (i.e., one’s organization or subunit), and cosmopolitan (i.e.,
the environment external to the organization).

This three (ethical criteria) by three (loci of analysis) matrix forms
nine theoretical dimensions of ethical climate. These nine theoretical di-
mensions include: (a) self-interest; (b) company profit; (c) efficiency; (d)
friendship; (e) team interest; (f) social responsibility; (g) personal morality;
(h) company rules and procedure; (i) and laws and professional codes (see
Victor & Cullen, 1987, 1988 for a detailed description of each dimension).
However, the dimensionality across studies tends to yield different factor
structures (a topic we return to in our critique). The five dimensions that
have been most commonly examined include instrumental (includes self-
interest and company profit), caring (includes friendship and team inter-
est), personal morality, company rules and procedure, and laws and profes-
sional codes (Martin & Cullen, 2006).

Victor and Cullen (1987, 1988) wrote four items to tap each of these di-
mensions for a total of 36 items which make up the Ethical Climate Question-
naire (ECQ). Although other measures have been used as well (see Arnaud
& Schminke, 2007 for a qualitative review), the ECQ has been by far the most
commonly used measure of ethical climate (Martin & Cullen, 2006). In what
follows, we briefly summarize the empirical literature examining antecedents
and consequences of ethical climate—most of which draws on Victor and
Cullen’s (1987, 1988) conceptualization and measure of ethical climate.
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EMPIRICAL RESEARCH REVIEW

Because other reviews of ethical climate have been recently conducted, our
focus is primarily on providing a critique and prescription for the empirical
research on ethical climate. However, we deemed it important to provide
a brief summary of the extant empirical literature examining antecedents
and consequences of ethical climate. To provide a succinct summary of
the extant work, in addition to the following sections, we also provide a
summary table (see Table 11.1). Table 11.1 provides the following informa-
tion for each published empirical article on ethical climate: (a) author and
year; (b) journal published in; (c) measure used; (d) level of analysis of
the study; (e) antecedents examined; and (f) consequences examined. We
chose to highlight these specific article characteristics in Table 11.1 because
they provide a good summary of the key characteristics of the findings and
highlight some of the limitations and inconsistencies in the research.

Antecedents of Ethical Climate

A considerable amount of research has examined antecedents of ethical
climate. We categorize these antecedents into individual, organizational,
and environmental antecedents.

Individual antecedents. Individual antecedents concern characteristics of
both employees and leaders. First, few studies have examined employee char-
acteristics. The studies that have examined characteristics such as demo-
graphics (e.g., gender and age) and personality variables (e.g., individual
moral values and moral ethical development). Dawson (1992) and Luthar,
Dibattista, and Gautschi (1997) found that females had a higher expecta-
tion about what the ethical climate of an organization should be. Luthar et
al. (1997) found that older students were more cynical and that the more
education an individual had about business ethics, the more they expected
an ethical climate in any organization they would later work in. Only two
studies have examined personality-related variables of employees and em-
ployees’ ethical climate perceptions. Research has demonstrated a positive
link between ethical climates and moral values (Herndon, Ferrell, LeClair,
& Ferrell, 1999) and cognitive moral development (Weeks, Loe, Chonko,
Martinez, & Wakefield, 2006).

There has been more research focusing on the relationship between the
development of ethical climates and leaders. This includes some theoretical
work linking leaders to the development of ethical climates (e.g., Dickson,
Smith, Grojean, & Ehrhart, 2004; Logsdon & Yuthas, 1997; Sims & Brink-
man, 2002), as well as empirical work. More specifically, researchers have
examined variables such as demographic characteristics (e.g., age, tenure,
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gender, management level), personality characteristics (e.g., leader moral
development, leader integrity, moral development utilization, locus of con-
trol), and types of leadership (e.g., transformational leadership).

Related to the demographics of leaders, Forte (2004a) found that young-
er managers perceived stronger ethical climates and top management per-
ceived their organization to have a rules climate. They found no differences
for work tenure, education, or gender.

In addition to demographic characteristics, researchers have found a
positive relationship between personality characteristics of leaders such as
moral development (Schminke, Ambrose, & Neubaum, 2005) and integrity
(Englebrecht, van Aswegen, & Theron, 2005) and ethical climates. Howev-
er, no support was found for the link between leader moral reasoning (Elm
& Nichols, 1993) or locus of control (Forte, 2004b) on ethical climates.

Lastly, researchers have only just begun to examine how different types
of leadership affect the development of ethical work climates. Englebrecht
et al. (2005) found that transformational leadership is positively related to
ethical climates.

Organizational antecedents. Most of the research examining antecedents
of ethical climate has focused on organizational antecedents. This work in-
cludes type of department/unit, type of company, characteristics of the orga-
nization (e.g., firm newness, organizational age, entrepreneurial orientation,
high theft organizations, and punishment of ethical violations), and struc-
ture (e.g., firm size, code of ethics, control orientation, and career goals).

Researchers have examined various types of organizations and depart-
ments and their relationship to ethical work climates. Wimbush, Shepard,
and Markham (1997a) found that distinct ethical climates predominated
in the various departments, suggesting that the structure of a department
impacts the formation of ethical climates. However, Weber conducted two
studies on the type of departments in organizations (Weber, 1995; Weber
& Seger, 2002) and found that ethical subclimates may be determined by
the strength of an organization’s overall ethical climate, rather than the
department’s function.

Related to the types of organizations, Brower and Shrader (2000) found
that boards of directors in not-for-profit organizations were more likely to
describe their organizations’ climate as “benevolent,” whereas boards of
directors from for-profit firms tended to view their organization as hav-
ing an “egoistic” climate. Further, Wittmer and Coursey (1996) found that
employees working at public institutions had less favorable perceptions of
ethical climate than those working in private institutions. Finally, Upchurch
and Ruhland (1996) found that different types of hotel properties affected
ethical climate perceptions.

Some research has also been conducted on specific characteristics of the
organization such as enforcement of ethical codes, internalization of ethi-
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cal codes, high-theft companies, and firm newness. Schwepker and Hart-
line (2005) found that organizations that enforced and punished ethical
codes had more positive ethical climates. Weber, Kurke, and Pentico (2003)
found that organizations that reported no theft had higher rules and proce-
dures, caring, and law and professional codes climates or what the authors
label morally preferred climates. Finally, Neubaum, Mitchell, and Schminke
(2004) examined the newness of organizations and found that new firms
were more strongly related to independence climate, but exhibited weaker
relationships to instrumental climate. Further, they found that the relation-
ship between leader moral development and ethical climate was stronger
in younger organizations for instrumental, caring, law and codes, and rules
climates, and independence climate was stronger in older organizations.

More directly related to structure, Verbeke, Ouwerkerk, and Peelen
(1996) examined different aspects of organizational structure and found
that behavior-controlled oriented organizations had more positive ethical
climates than outcome-focused organizations. Further, organizations that
have a career orientation also had more favorable ethical climates. Also
related to structure, Neubaum et al. (2005) found that smaller firms exhib-
ited more positive ethical climates for caring, rules, and law and code.

Environmental antecedents. Finally, the impact of the outside environment
on an organization’s ethical climates has been studied. These environmen-
tal influences come from institutionalized societal norms such as regional
differences, national culture, and type of industry.

Bourne and Snead (1999) found regional differences in ethical climates
lending support for the important role of community norms in impact-
ing the ethical components of an organization. Deshpande, George, and
Joseph (2000) found that rules climate was most common and indepen-
dence climate was least likely to be found within a Russian organization.
Although there was no comparison made to other countries, they suggest
that national culture may impact ethical climate. Parboteeah, Cullen, Vic-
tor and Sakano (2005) examined the effects of Japanese and U.S. national
cultures on ethical climates in accounting organizations. They found that
there were no differences in egoistic-individual climates, but that the U.S.
employees had higher individual- and local-benevolent, and principled-
cosmopolitan climates. Finally, Forte (2004b) did not find any differences
between different industry types.

Summary of Antecedents

In sum, a number of individual, organizational, and environmental vari-
ables have been examined as antecedents of ethical climate. U‘nfortunately,
there is not strong theoretical support for expecting many of these rela-
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tionships and the results do not paint a clear picture of the factors that
influence the perception of an ethical climate. The majority of studies are
cross-sectional, correlational studies and they often use different measures
of ethical climate. Thus, although there is considerable research on ante-
cedents of ethical climate, the conceptual and methodological limitations
of the extant research make it difficult to make definitive conclusions re-
garding the antecedents of ethical climate.

Consequences of Ethical Climate

In the previous section, we highlighted a number of empirical studies
that examined antecedents of ethical climate. Beginning in the late 1990s, a
body of research emerged focusing on the consequences of ethical climate.
To date, research has primarily examined three major outcomes of ethical
climate: (a) job attitudes and affect, (b) ethical behavior, and (c) miscel-
laneous ethical outcomes.

Job attitudes and affect. The first set of outcome variables that we examined
includes job attitudes and affective reactions of organizational incumbents.
Job satisfaction has received the most attention. In particular, a number of
studies have demonstrated that certain dimensions of ethical climate lead
to more satisfied employees (Ambrose, Arnaud, & Schminke, 2008; Babin,
Boles, & Robin, 2000; Deshpande, 1996a; Herndon et al., 1999; Jaramillo,
Mulki, & Solomon, 2006; Joseph & Deshpande, 1997; Koh & Boo, 2001;
Martin & Cullen, 2006; Mulki, Jaramillo, & Locander, 2006; Schwepker,
2001; Schwepker & Hartline, 2005; Sims & Keon, 1997; Ulrich, O’Donnell,
Taylor, Farrar, Danis, & Grady, 2007). However, although the relationship
between types of ethical climate and job satisfaction appears to be robust,
the mechanism (s) by which these two variables should be related have not
been adequately enumerated or tested in the literature.

In addition to job satisfaction, organizational commitment is another
variable that has been frequently examined in the literature. Extant re-
search suggests that there is a relationship between various dimensions
of ethical climate and organizational commitment (Ambrose et al., 2007;
Babin et al., 2000; Cullen, Parboteeah, Victor, 2003; Herndon et al., 1999;
Kelly & Dorsch, 1991; Martin & Cullen, 2006; Mulki et al., 2006; Schwep-
ker, 2001; Trevino, Butterfield, & McCabe, 1998; Weeks, Loe, Chonko, &
Wakefield, 2004; Weeks, Loe, Chonko, Martinez, & Wakefield, 2006). While
construct validity concerns are abundant in that different climate measures
were used across most of these studies, statistically significant relationships
between ethical climate and commitment were consistently found.

Some studies have also found statistically significant relationships be-
tween ethical climate and turnover intentions (Ambrose et al., 2007; Hart,
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2005; Schwepker, 2001; Ulrich et al., 2007). In addition, scholars have
linked ethical climate and psychological well-being (Martin & Cullen,
2006). Finally, extant research suggests that ethical climate is related to af-
fective reactions, including employee trust (Mulki et al., 2006; Ruppell &
Harrington, 2000). Overall, these results lend support for the relationship
between ethical climate and attitudinal and affective variables (e.g., job sat-
isfaction, commitment, turnover intentions, trust).

Ethical behavior. A second set of consequences that have been systemati-
cally examined within the ethics literature includes (un)ethical behaviors.
In particular, extant research has found relationships between ethical cli-
mate and a number of unethical behaviors including deception (Aquino,
1998), lying (Martin & Cullen, 2006; Ross & Robertson, 2000; Wimbush,
Shepard, & Markham, 1997b), stealing (Martin & Cullen, 2006; Wimbush et
al,, 1997b), falsifying reports (Martin & Cullen, 2006), disobeying company
rules, being an unethical accomplice (Wimbush et al., 1997b), production
deviance, political deviance, property deviance, personal aggression (Peter-
son, 2002a), unethical sales (Schwepker & Good, 2007), organizational mis-
behavior (Vardi, 2001), and general unethical behaviors (Peterson, 2002b).
Relationships have also been found between ethical climate and ethical or
prosocial behaviors. Statistically significant relationships exist between vari-
ous dimensions of ethical climate and ethical behavior (Aquino, 1998), per-
ceptions of ethical management (Deshpande, 1996b; Deshpande, George,
& Joseph, 2000) success in handling ethical issues (Bartels, Harrick, Mar-
tell, & Strickland, 1998), and whistle-blowing (Rothwell & Baldwin, 2007;
Rothwell & Baldwin, 2006). Overall, the results of these empirical studies
suggest that ethical climate is a predictor of a number of ethical and unethi-
cal outcomes.

Miscellaneous ethical and job/organizational outcomes. Within the ethics liter-
ature, ethical climate also emerged as a frequent predictor of miscellaneous
ethical outcomes. For example, empirical findings suggest that ethical cli-
mate is related to ethical judgments (Barnett & Vaicys, 2000; Bartels et al.,
1998; DeConinck, 2003), ethical intentions (Buchan, 2005), ethical deci-
sion-making (Fritzche, 2000; Verbeke, Ouwerkerk, & Peelen, 1996), moral
imagination (Caldwell & Moberg, 2007), and moral intensity (DeConinck,
2003). Additionally, relationships have been found between ethical climate
and a number of ethics-related job and organizational outcomes. Dimen-
sions of ethical climate have been found to affect role conflict (Schwepker
& Hartline, 2005), role ambiguity (Babin et al., 2000; Jaramillo et al., 2006),
and levels of communication (Ruppel & Harrington, 2000). Results suggest
that ethical climate is also related to organizational outcomes including effi-
ciency, social responsibility, law and professional codes (Erondu, Sharland,
& Okpara, 2004), managers’ environmental ethical intentions (Flannery
& May, 2000), learning, entrepreneurial innovation, inter-organizational



200 = D. M. MAYER, M. KUENZI, and R. L. GREENBAUM

relationship quality, product cycle time (Gonzalez-Padron, Hult, & Calan-
tone, 2008), corporate illegality, industry concentration of illegality (McK-
endall & Wagner, 1997), commitment to product quality, and performance
(Weeks et al., 2004; Weeks et al., 2006).

Summary of Consequences

Considerably more empirical research has examined consequences of
ethical climates compared to antecedents. Results provide fairly strong
support for the relationships between ethical climates and job attitudes
and (un)ethical behavior. However, this research suffers from many of the
conceptual and methodological limitations noted for the antecedents. For
example, it is unclear why ethical climate is associated with the various out-
comes. Thus, although there is support for the relationship between ethical
climate and the outcomes, there are some conceptual and methodological
issues that limit the conclusions that can be confidently drawn from this
research.

CRITIQUE OF EXTANT LITERATURE ON ETHICAL CLIMATE

Thus far we have outlined how ethical climate was initially conceptualized,
the way it has been operationalized, and detailed empirically derived an-
tecedents and consequences of ethical climate. Although there is clearly
interest in ethical climate, we believe there are a number of limitations of
the extant literature that has limited its broad appeal in the field of man-
agement. Below we highlight a number of important issues that should be
addressed regarding the empirical research on ethical climate.

Issues in Ethical Climate Research

Definition. A major dilemma in ethical climate research is how this con-
struct has been defined. Victor and Cullen (1988, p. 51) define ethical cli-
mate as the “shared perception of what is correct behavior and how ethical
issues should be handled.” This definition is problematic on at least two
fronts. First, it is unclear from this definition whether the determination
of what is “correct behavior” is specific to a particular organization or must
also coincide with general societal norms. Dickson et al. (2001) highlight
this point and instead choose the term “climate regarding ethics.” They use
this new terminology because it is difficult to describe an organization that
has a shared perception about morality that does not fit general societal
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values of what is right. One can imagine how a terrorist group such as Al
Qaeda may meet Victor and Cullen’s criteria for ethical climate because
people in that group tend to agree on what is just behavior. However, this
perception is not acceptable to the majority of society. Thus, the question is
raised, does Al Qaeda have an ethical climate?

Second, this definition is not consistent with the generally accepted defi-
nition for organizational climate that focuses on employees’ perceptions of
the policies, practices, and procedures, that get rewarded, encouraged, and
supported with regard to something (Schneider & Reichers, 1983). The defi-
nition used by Victor and Cullen (1987, 1988) does not say anything about
policies, practices, and procedures and all are key components of climate.

Conceptualization. As discussed previously, Victor and Cullen (1987, 1988)
draw on philosophical and sociological theories to develop the nine theo-
retical dimensions of ethical climate. Although some have argued for the
marriage of philosophical and social science approaches to ethics (Treviio
& Weaver, 2003), the fact that there has been so much difficulty establishing
a consistent factor structure of the ECQ highlights the difficulty in trying to
translate a philosophical theory to an empirical domain.

Measurement. Measurement in ethics research has been a long standing
issue and the work on ethical climate is no exception (Babin et al., 2000).
As evidenced by Table 11.1, it is clear that although the ECQ is the primary
measure utilized in the literature, there is little consistency in terms of the
items scholars have used. Scholars have used the measure in many different
ways such as using the 36-item ECQ measure, a 26-item version of the ECQ,
a 16-item version of the ECQ, or choosing specific items from the ECQ. In
addition to the inconsistency in terms of the item used, there is inconsis-
tency in terms of the factor structure of the ECQ. Although most ethical
climate researchers agree that ethical climate is multidimensional, there is
no consensus as to what these dimensions should be. In the literature there
are anywhere from three (Wimbush, Shepard, & Markham, 1997a) to nine
(Peterson, 2002b) dimensions of ethical climate with over 20 different ethi-
cal climate types discussed. Without a psychometrically sound measure, it is
difficult to imagine the ethical climate field progressing.

Experimental designs and methodology. The predominate methodology in
ethical climate research involves providing a crosssectional survey to an
organizational member who provides data on ethical climate and either
an antecedent or consequence of ethical climate and then a correlation is
calculated. A major problem with this correlational design is same source
bias that may artificially inflate the magnitude of the relationships. Further,
the use of strictly correlational designs does not allow for causal tests be-
tween variable—tests that have been called for by ethical climate research-
ers (Bourne & Snead, 1999). In addition, there is a dearth of research us-
ing structural equation modeling (SEM) to test theoretically-derived causal
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relationships involving ethical climate. In addition, the response rates for
many of the studies are between 10-20% which may call into question
whether there is a systematic bias in the way the data are collected (Bartels
et al., 1998; DeConinck & Lewis, 1997).

Organizational versus psychological climate. A point to keep in mind when
reviewing the ethical climate literature is that most of the ethical climate
research has been conducted at the psychological climate level, or in other
words the measures were not aggregated (see Cullen, Parboteeah, & Victor,
2003; Neubaum, Mitchell, & Schminke, 2004; Schminke, Ambrose, & Neu-
baum, 2005 for exceptions). However, almost all of these studies use the
term organizational climate. Given the focus on psychological climate, it is
perhaps not surprising that the use of aggregation statistics has been largely
ignored. Victor and Cullen (1987) define ethical climate as a “shared” per-
ception of members of an organization or work group. However, the ap-
propriate measure of within-group agreement, the ,,, is generally not men-
tioned in the literature. Thus, the empirical research has not attempted to
empirically examine within-group agreement in an effort to be consistent
with the initial conceptualization of ethical climate. Further, a fundamen-
tal proposition put forth by Victor and Cullen (1987, 1988) is that there is
more within-group agreement than between-group agreement. The statisti-
cal measure this statement describes is the ICC(1). The ICC(1) is a com-
parison between the within-group agreement and between-group variability
and demonstrates whether there is a group or organizational level effect.
Thus, if we want to statistically confirm the propositions set forth by Victor
and Cullen (1987, 1988), then it is important to ensure that there is more
agreement within an organization than between organizations. Unfortu-
nately, research has generally not tested this proposition (see Cullen et al.,
2003 for an exception).

Visibility of the Topic. Although ethical climate is a relevant construct for a
mainstream management audience, the majority of articles have been pub-
lished in business ethics journals. If research on ethical climate is published
in more mainstream journals, it would add some more visibility to this area
of research. Other forms of climate (e.g., service, safety, justice) have bro-
ken into mainstream management journals and it may provide more visibil- .
ity to ethics in organizations if empirical research on ethical climate could
do the same.

PRESCRIPTIONS FOR EMPIRICAL RESEARCH
ON ETHICAL CLIMATE

The empirical research presented thus far has illustrated a number of an-
tecedents and consequences of ethical climate. Despite these gains, in the
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previous section we described a number of critical issues facing this body of
research. To address some of these concerns, we now present a number of
research ideas to help this burgeoning field to continue to grow.

Future Directions for Ethical Climate Research

Measurement of ethical climate. A number of measures of ethical climate
have been used such as a measure of the ethical context (Trevino et al.,
1998), ethical culture (Kaptein, 2008) moral climate (Vidaver-Cohen,
1995), and organizational ethical climate (Schwepker, Ferrell, & Ingram,
1997). Although a lot of measures of ethical climate have been used, the
ECQ has clearly been used the most. Unfortunately, the ECQ has not un-
dergone a formal validation process by which it is compared to related
constructs in its nomological network and subjected to confirmatory factor
analyses that have held up over time. Indeed, the factor structure of the
ECQ (when formally examined) has been inconsistent. Without a psycho-
metrically sound measure of ethical climate, it calls into question the valid-
ity of extant empirical findings.

Although the ECQ has provided a much needed measure of ethical cli-
mate, we believe given the limitations of the measure it is time to call a
moratorium on the use of the ECQ. Indeed, we believe it is important to de-
velop a new measure of ethical climate using a behavioral ethics framework
that focuses on how employees actually do behave as opposed to how they
should behave (i.e., descriptive instead of prescriptive). This framework is
consistent with other climate constructs that have made it into mainstream
management journals such as service, safety, and justice. A key aspect of the
development of any new measure is that it is based in existing theory. For
example, Kaptein’s (2008) ethical culture measure draws on the corporate
ethics virtue model as a theoretical basis for developing a measure. Although
this measure is inconsistent with how we defined organizational climate,
this ethical culture measure was validated in a rigorous manner and has a
strong conceptual framework, which is a step in the right direction.

One particularly fruitful approach for developing a new measure is to
draw on Trevino and Nelson’s (1998) framework of ethical context. Trevifio
and Nelson highlight many different dimensions that comprise ethical con-
text such as decision making processes, recruitment and selection systems,
orientation and training programs, reward and punishment systems, for-
mal policies and codes, and structures in place to increase accountability.
A nice aspect of Trevifio and Nelson’s model is that it focuses on practices,
policies, and procedures—all hallmarks of organizational climate.

Multilevel designs. The use of multilevel designs will also aid this litera-
ture. Given that ethical climate is a group or organizational-level construct,
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it would be interesting to examine the effects of ethical climate on individ-
ual, group, and organizational outcomes. Further, it is important to report
aggregation statistics (e.g., 7,,, ICCs) to demonstrate that some assumptions
of ethical climate are met before relating the construct to other variables.
In addition, the use of multilevel designs will allow researchers to examine
if ethical sub-climates exist within a single organization. Although this type
of research has been examined in a few studies (cf., Weber, 1995, Wimbush
et al., 1997b), ICC(1) values showing a comparison between within-group
and between-group agreement were not reported.

Conceptual basis for construct and predictions. As mentioned previously,
there are some inherent difficulties in taking a theory based on philosophy
and sociology and translating it into a measure to be used for empirical re-
search. Thus, as suggested previously, we suggest drawing on a theoretical
framework that is based in the social sciences and is consistent with other
types of climate.

In addition to the conceptualization of ethical climate, there is little
theory provided for why ethical climate should be associated with various
outcomes. Is the mechanism for the relationship between job attitudes the
same for unethical behavior? Some theories that may be particularly use-
ful to draw on include theories of social influence, such as social learning
theory (Bandura, 1977, 1986), social exchange theory (Blau, 1964), and
social information processing theory (Salancik & Pfeffer, 1978). All of these
theories highlight how individuals look to their social environment for cues
about the appropriate way to behave.

Alternate research paradigms. The traditional research design in ethical cli-
mate studies involves mailing a survey to an organization (or multiple or-
ganizations) where ethical climate and some other variables are measured
and then correlated. This design has allowed us to infer that ethical climate
is related to a number of different outcomes. However, it is a theoretical
leap to draw causal conclusions from correlational research. The use of
both experimental designs and causal modeling will be very helpful in this
regard. Structural equation modeling, particularly with longitudinal de-
signs, is a useful approach to understanding causal relationships between
variables. Thus, an expansion of present research designs and analytical
techniques could enrich the literature.

Expanding the dependent variables. As discussed previously, ethical climate
has been empirically linked to both attitudinal and ethics-related outcomes.
However, there is no research linking ethical climate to bottom line orga-
nizational performance despite suggestions from some scholars that the
link exists (Trevino & Nelson, 1998). Although Victor and Cullen (1988)
state that ethical climate should lead to organizational performance, this
relationship has not been empirically examined in the literature. Dickson
et al. (2001) provide a potentially useful explanation for how ethical cli-
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mate can translate into bottom line performance. They suggest that when
an ethical climate exists, this can lead to more cohesion and/or morale
within a work group or organization and this cohesion/morale translates
into positive bottom-line returns. If researchers find that ethical climate is
related to firm performance, whether it is directly or through some me-
diating mechanism, undoubtedly there will be more interest given to this
body of research. Future research should seek to examine both direct and
mediated relationships that link ethical climate to financial performance.
Indeed, such research would meet calls for linking ethical climate to impor-
tant organizational outcomes (Kaptein, 2008).

In addition, although unethical behaviors have been examined, there is
a dearth of research on the relationship between ethical climate and proso-
cial behaviors. For instance, it would be interesting to examine whether
ethical climates promote citizenship behaviors aimed at improving group
and organizational functioning.

Exploring antecedents of ethical climate. Many business ethics researchers
have described the importance of leadership in developing and sustaining
ethical climates (Dickson et al., 2001; Mendonca & Kanungo, 1996; Trevifio
& Nelson, 1998, Wimbush & Shepard, 1994). Indeed, some have said that
leadership is the single biggest factor in predicting whether an ethical cli-
mate will exist (Trevinio & Nelson, 1998). However, to date there is a dearth
of empirical research examining the role of leadership on ethical climates.
It is important for future research to determine what type of leader is able
to create and sustain an ethical climate. One potentially useful construct
in this regard is Brown, Trevino, and Harrison’s (2005) measure of ethical
leadership. Ethical leadership draws on principles of social learning theory
(Bandura, 1977, 1986) to explain how managers influence employees. It
would be particularly interesting to examine which level of leadership (i.e.,
top management or supervisory) has the strongest influence on the devel-
opment of ethical climates.

In addition to leadership, it is important to examine the role of follow-
ers’ characteristics in the development of ethical climates. In the leadership
literature there is growing interest in the role of followers in understand-
ing leadership effects (Van Knippenberg, van Knippenberg, De Cremer, &
Hogg, 2004). Indeed, the effects of leadership on ethical climate are likely
dependent on follower personality, values, and identity. Future research
should examine the joint influence of leaders and followers as antecedents
of ethical climates.

Finally, Kaptein (2008) suggests that future research also examine how
ethical climates vary as a function of hierarchical level, sector, and nation.
Indeed, aspects of the industry or organizational context could influence
the emergence of ethical climates.
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The effects of other stakeholders’ perceptions of ethical climate. Almost all re-
search on ethical climate has focused on employees’ perceptions. However,
it would be interesting to examine the effects of other stakeholders’ percep-
tions of ethical climate. For example, are the effects of ethical climate rated
by employees similar to that of supervisors or top management? Do custom-
ers’ perceptions of ethical climate influence the likelihood of remaining
a consumer? Do investors consider the ethical climate of an organization
before purchasing stock? These are all potentially interesting questions to
examine in future research.

Exploring ethical climate strength. One issue that is often confounded when
people talk about ethical climate is that reporting a high score on ethical
climate means that there is a strong climate. However, climate strength has
been operationalized as the amount of agreement within a particular orga-
nization or work group (Schneider, Salvaggio, & Subirats, 2002). Thus, it is
possible to have a mean score on ethical climate that is high but with a lot
of variability in responses. This issue is discussed by Dickson et al. (2001)
and provided a rationale for why they use the term “climate regarding eth-
ics.” These authors argue that people often inadvertently confuse the term
ethical climate (i.e., the mean level of ethical climate) with a strong ethical
climate (i.e., the variance in perceptions of ethical climate). However, it is
possible for the ethical climate to be high or low as well as strong or weak.

It is possible that ethical climate strength (i.e., the variability in ratings)
may be an important moderator of the relationship between ethical climate
level (i.e., the mean score) and organizational outcomes. Indeed, empiri-
cal research on service climate (Schneider et al., 2002) and justice climate
(Colquitt, Noe, & Jackson, 2002) has found climate strength to be impor-
tant. For example, perhaps the relationship between ethical climate and
organizational commitment is even stronger when organizational members
agree that the climate is ethical. This issue should be explored in future
research.

Relative impacts of personal values and ethical climate on behavior. A recurring
theme in the literature on ethical climate is whether unethical behavior is
more a function of personal or organizational characteristics (Trevifio &
Nelson, 1998). There is general consensus among scholars that both factors
impact unethical acts. However, an implicit assumption of research on ethi-
cal climate is that the way an organization is structured can influence the
display of ethical behavior among organizational members. In other words,
itis not just a “few bad apples” that cause ethical problems in organizations
(Trevifio & Nelson, 1998). However, there have not been empirical inves-
tigations into the relative impact of personal characteristics and ethical cli-
mate on individual and organizational outcomes. This could prove to be a
fruitful area of research and could help empirically demonstrate that the
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organization’s environment is important in influencing ethicality over and
above the effects of characteristics of individuals in an organization.

CONCLUSIONS

The media attention given to corporate indiscretions in recent years has
put ethical issues into the forefront of the minds of many people. In these
times, the importance of research on ethical climate cannot be overstated.
Some important conclusions are starting to be drawn based on the empiri-
cal work on ethical climate. However, the scientific study of business ethics,
and ethical climate specifically, must meet the high standards of conceptual
and methodological rigor to help make sure it emerges as a mainstream
management topic. Given the development of research on climate, the
time is ripe to take research on ethical climate to the next level. This paper
highlighted the gains that have been made and a number of avenues to aid
in the progression of research in this domain.
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