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Abstract We build on limited research concerning the

mediation processes associated with the relationship

between ethical culture and employee outcomes. A multi-

dimensional measure of ethical culture was examined for

its relationship to overall Person-Organization (P–O) fit

and employee response, using a sample of 436 employees

from social economy and commercial banks in Spain. In

line with previous research involving unidimensional

measures, ethical culture was found to relate positively to

employee job satisfaction, affective commitment, and

intention to stay. New to the literature, ethical culture was

also found to be associated positively with employee

willingness to recommend the organization to others. These

effects were observed even when perceptions of P–O fit

were controlled. Importantly, ethical culture was also

positively related to overall P–O fit, which in turn, partially

mediated the relationship between ethical culture and

employee outcomes. Our findings add to studies that focus

on the importance of the degree of ethical congruence

between the individual employee and the organization.

They suggest that ethical culture, with its expected impact

on virtuousness and emotional well-being, will positively

influence outcomes independently of the degree to which

there is a match between employee and organizational

values.

Keywords Ethical culture � Job outcomes � P–O fit �
Virtuousness � Relational psychological contract

Introduction

Recent cases of moral lapses and scandals in business, e.g.,

the resignation of Brian Dunn, CEO of Best Buy (Bustillo

2012) have heightened the importance of ethics as an aid to

the long-term viability of businesses and to global social

welfare. The development of virtues and the practice of

ethics can have a variety of positive consequences for

business organizations (Cameron et al. 2004) fueling the

need to better understand how organizational ethics and

positive employee outcomes are connected.

The relationship between organizational ethics and

employee response has been documented over the last

decade. For example, Brown and Treviño (2006) provided

important theoretical rationale for empirical studies linking

ethical leadership to employee attitudes and behavior

(Mayer et al. 2009; Neubert et al. 2009; Toor and Ofori

2009). Ethical leadership is one component of ethical

culture, which O’Fallon and Butterfield (2005, p. 400)

highlighted as a topic of growing research interest. Indeed,

since their review, there have been a number of studies

linking ethical culture measures to a variety of employee

outcomes (Mulki et al. 2006, 2008; Pettijohn et al. 2008;

Rego et al. 2010; Valentine et al. 2006, 2011).

Although there has been an increase in research con-

cerning ethical culture and employee response, most of it

has employed short one-dimensional measures of ethical

culture. Since, as noted by Valentine et al. (2011, p. 355),
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companies can use a variety of different approaches to

build ethical context, in this study, we employ a multidi-

mensional assessment of ethical culture and examine its

relationship to job satisfaction, affective commitment,

intent to stay, and willingness to recommend the organi-

zation to others. Our examination of willingness to rec-

ommend (Cable and Judge 1996), a first in the ethics

literature, is important because employee referral is widely

regarded to be the single most effective recruiting method

(Breaugh 2008). As such, willingness to recommend can

help employers identify talent (Michaels et al. 2001). Even

in a challenging economy, many businesses vigorously

compete for the best possible employees (War for Talent

2012).

Another relatively unaddressed issue in the literature

concerns the nature of the mechanisms that underlie the

relationship between ethical culture and employee out-

comes (Mulki et al. 2008). Accordingly, we add to the

literature by evaluating the possibility that overall Person-

Organization (P–O) fit (Kristof-Brown et al. 2005) partially

mediates the relationship between ethical culture and

employee response. Although the relevance of perceived

differences in ethicality between employees and their

organizations has been demonstrated in relation to

employee outcomes (e.g., Ambrose et al. 2008; Sims and

Keon 1997; Sims and Keon 2000; Sims and Kroeck 1994;

Thorne 2010), we are interested in the role of overall P–O

fit (Kristof-Brown et al. 2005).

Finally, almost all the research concerning ethical cul-

ture, P–O fit and employee response has been conducted in

North America. In this study, however, we sample

employees from commercial and social economy banks in

Spain. As we will explain, these banks differ in their

overall missions in ways that may impact ethical behavior.

Moreover, our choice of Spain reflects the fact that ethics-

related findings cannot simply be assumed to generalize

across national cultures (Valentine and Rittenburg 2004).

As such, two especially interesting contextual variables

(Johns 2006) are imbedded within our investigation.

Theoretical Framework

Organizational Culture, Ethical Culture, Ethical

Context, and Employee Job Outcomes

From the perspective of resource-based theory, human

resources are strategic to the optimal operation of the

organization (Wright et al. 1994). For example, employee

knowledge, competencies and intellectual capital have the

potential to contribute to sustained competitive advantage

(De Saá-Pérez and Garcı́a-Falcón 2002). Nonetheless, to

take full advantage of this potential, business must attend

to a full range of motivational variables including con-

textual factors, such as organizational culture (De Saá-

Pérez and Garcı́a-Falcón 2002). Organizational culture,

often described in terms of shared values, beliefs, and

assumptions (Schein 1992) can energize employees

(Chatman and Eunyoung Cha 2003) by for example, sup-

porting ethics and virtuous behavior (Cameron et al. 2004),

which may, in turn, enhance a variety of employee and

organizational outcomes.

As a subset of organizational culture, ethical culture can

be viewed as resulting from the interplay among the formal

(e.g., training efforts, codes of ethics) and informal (e.g.,

peer behavior, norms concerning ethics) systems that

potentially enhance the ethical behavior among employees

(Treviño et al. 1998). Ethical culture can also be distin-

guished from the Victor and Cullen (1988) conceptualiza-

tion of ethical climate (Martin and Cullen 2006), which, for

example, does not necessarily translate into clear guide-

lines for what constitutes ethical behavior (Treviño et al.

1998). In any case, measures of ethical culture and climate

are strongly related such that they can be subsumed under

the rubric of ethical context (Treviño et al. 1998).

From an Aristotelian perspective, a culture supportive of

ethics allows for virtuous actions reflective of the potential

for human excellence (Ciulla 2004; Guillén 2006). Values,

assumptions and beliefs transmitted through ethical cul-

tures are of a moral nature, goods in themselves, whose

fulfillment facilitates happiness, which Aristotle considers

as the end to which human beings aim in life (Ciulla 2004).

Thus, when moral virtuousness is experienced in human

relationships, employees likely feel more appreciated,

loved, and well treated (Argandoña 2011), which is posi-

tive for both their emotional state and job outcomes

(Cameron et al. 2004; Rego et al. 2010). Since ethics and

moral virtuousness is so intimately linked to excellence and

perfection in human action (Argandoña 2011; Melé 2009),

the theoretical basis for expecting a relationship between

ethical culture and positive employee emotions and atti-

tudes is a strong one.

Indeed, some empirical studies have linked the Hunt

et al. (1989) scale of corporate ethical values to job satis-

faction (Pettijohn et al. 2008; Valentine et al. 2011),

organizational commitment (Hunt et al. 1989; Sharma et al.

2009; Valentine et al. 2002), and turnover intentions

(Pettijohn et al. 2008; Valentine et al. 2011). Schwepker’s

(2001) measure of ethical climate is also variously asso-

ciated with job satisfaction, organizational commitment,

and intent to turnover (Jaramillo et al. 2006; Mulki et al.

2006, 2008; 2009; Schwepker 2001; Weeks et al. 2004).

Both the five-item Hunt et al. (1989) scale and the

seven-item Schwepker (2001) measures are relatively

short, single dimension assessments of ethical context. As

such, they do not address many of the components (e.g.,
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ethics training, rewards system, and peer and top man-

agement behavior) considered to be essential elements of

an ethical culture (Treviño et al. 1998). By focusing mainly

upon the presence and enforcement of ethics codes and

policies, Schwepker (2001, p. 49) noted the need for further

research to determine if multidimensional assessments of

the ethics context are more strongly related to employee

outcomes.

The multidimensional measure of ethical culture in this

study, like Schwepker (2001), addresses the presence and

enforcement of ethical codes and policies, but adds content

involving supervisor ethical behavior (Brown et al. 2005),

ethics training, the degree to which ethics is tied to the

performance system, as well as more detail concerning the

ethical behavior of peers and top management. As such, it

is broader than both the Hunt et al. (1989) and Schwepker

(2001) scales.

Given the theory presented earlier and the previous

findings relating employee outcomes to organizational

ethics and to ethical culture perceptions, we expect ethical

culture to associate positively with a range of employee

attitudes and intentions, including willingness to recom-

mend the organization to others as a good place to work.

Although willingness to recommend has not been studied

in relation to ethical culture, a positive relationship would

be expected to the extent that employees prefer ethical

environments (e.g., Coldwell et al. 2008; Treviño and

Nelson 2004), and to the extent that they tend to recom-

mend organizations that participate actively in social

responsibility activities (i.e., support to local communities,

environmental protection) (Kenexa Research Institute

2010; Harvey et al. 2010). Thus:

Hypothesis 1 Ethical culture is directly and positively

related to employee job satisfaction, affective commitment,

intention to stay, and willingness to recommend the orga-

nization to others.

P–O Fit and Employee Job Outcomes

As an application of the Person-environment perspective in

organizational settings (Terborg 1981), P–O fit has typi-

cally been conceptualized as the degree of congruence

between employee and organizational beliefs, norms, val-

ues (Chatman 1989), and goals (Kristof-Brown et al. 2005).

The importance attached to the degree of P–O fit is in line

with various theoretical frameworks, including the theory

of cognitive dissonance (Festinger 1957) that, as applied to

the work environment, states that in those situations in

which an employee perceives a meaningful discrepancy

between their norms and values and those of the company,

dissonance perceived would be reflected in poor work

attitudes (Koh and Boo 2001; Viswesvaran et al. 1998) and

feelings (Bande-Vilela et al. 2008). Indeed, various mea-

sures of perceived differences in ethicality between

employees and their organizations are positively related to

feelings of discomfort, interpersonal role conflict (Sims and

Keon 2000), and turnover intentions (Ambrose et al. 2008;

Sims and Keon 1997; Sims and Kroeck 1994; Thorne

2010), but negatively related to job satisfaction (Sims and

Keon 1997) and organizational commitment (Ambrose

et al. 2008; Sims and Kroeck 1994; Thorne 2010). On the

other hand, a high degree of overall P–O fit has the

potential to satisfy human needs, desires and preferences

(Chatman 1989; Kristof 1996) generating positive sub-

jective experiences (Bande-Vilela et al. 2008) and a will-

ingness to recommend the organization to others (Cable

and Judge 1996). Though studies specific to Spain are few

(e.g., Bande-Vilela et al. 2008), meta-analytic work has

established that direct overall perceived measures of P–O

fit are related to a variety of job outcomes (e.g., job sat-

isfaction, organizational commitment, and intent to leave)

(Kristof-Brown et al. 2005; Verquer et al. 2003). Thus:

Hypothesis 2 P–O fit is directly and positively related to

employee job satisfaction, affective commitment, intention

to stay, and willingness to recommend the organization to

others.

Ethical Culture and Employee Job Outcomes: The

Mediating Role of P–O Fit

While considerable research has focused on the relation-

ship of P–O fit to employee outcomes (Kristof-Brown et al.

2005; Verquer et al. 2003) there is a need to understand the

mechanisms that underlie P–O fit (Kristof 1996). For

example, Attraction-Selection-Attrition theory (Schneider

1987) proposes that various human resources practices

(i.e., recruitment, selection, etc.) yield cues used by

applicants to make inferences concerning the degree of

similarity between themselves and the organization. As

such, the job choice process can be considered major

antecedent of P–O fit (Adkins et al. 1994; Cable and Judge

1994, 1996; Kristof-Brown et al. 2005).

Once applicants join an organization, there are many

post-entry variables that could influence fit. For example,

Valentine et al. (2002) hypothesized and found a positive

relationship between the Hunt et al. (1989) corporate eth-

ical values scale and P–O Fit. Their thinking was based on

the expectations of reciprocity employees have for their

employers (Kristof 1996) and more broadly, on the psy-

chological contract. Psychological contracts (Rousseau

1995) are operative when employees form beliefs con-

cerning the terms and conditions of the exchange

(i.e., reciprocal promises, commitments, and obligations)

between themselves and their organizations. In pointing out
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that employees are attracted to and commonly prefer eth-

ical environments (e.g., Coldwell et al. 2008; Treviño and

Nelson 2004), Valentine et al. (2002) argued that by sup-

porting ethical conduct, employers could strengthen the

psychological contract. For example, an ethical culture is

linked to perceptions of justice and fairness in organiza-

tional decisions (Ardichvili et al. 2009; Weaver and Tre-

viño 2001) which fosters the formation of relational

contracts based on social exchange (Barnett and Schubert

2002; Rego et al. 2010). Ethical culture also supports long-

term, supportive open-ended collaborations (Aselage and

Eisenberger 2003) including covenantal relationships based

on mutual commitments to the welfare of both parties

(employee-organization) and collective agreements con-

cerning acceptable attitudes, behaviors, and values (Barnett

and Schubert 2002).

The Valentine et al. (2002) finding and related theory

provide some confidence that our multidimensional

assessment of culture will be related to P–O fit. Nonethe-

less, two of the four items in the Valentine et al. (2002)

measure of P–O fit refer explicitly to ethics-related issues

(honesty and fairness). In contrast, our interest is in overall

P–O Fit. Thus:

Hypothesis 3 Ethical culture is directly and positively

related to overall P–O Fit.

The third hypothesis in conjunction with the second one

(that P–O fit relates positively to job outcomes) is consis-

tent with the possibility that P–O fit mediates the associa-

tion between ethical culture and job outcomes. Though this

mediation effect has not yet been empirically tested, the

notion is consistent with studies involving other mediators

of the ethical culture-employee outcomes relationship. For

example, Valentine et al. (2006) found that perceived

organizational support—a likely positive contributor to

P–O Fit (Darnold et al. 2005)—partially mediated the link

between ethical culture, and both job satisfaction and

turnover intent. The effect was expected based partly on

the idea that perceptions of justice and fairness associated

with efforts to enhance ethical culture would positively

impact employee beliefs central to perceived organiza-

tional support, i.e., the degree to which employee contri-

butions are valued, and the extent to which the organization

is concerned about employee well-being (Valentine et al.

2006). Kaptein (2008), subsequently, concluded that sup-

portability is one of the virtues on which an ethical culture

is built up. Also, Sharma et al. (2009) found that perceived

fairness moderated the relationship between ethical culture

and organizational commitment. Further, since employees

are exposed to virtuousness and encouraged to develop it in

ethical cultures (Kaptein 2008; Melé 2009), there is the

potential to build intraorganizational social capital, facili-

tating communication, cooperation and strong relationships

(Cameron et al. 2004), resulting in attachment and attrac-

tion to virtuous actors (Bolino et al. 2002), all of which

should ultimately facilitate shared frameworks of reference

(Granitz 2003) thought to enhance P–O fit.

Also consistent with the potential mediating role of P–O

fit, both Jaramillo et al. (2006) and Mulki et al. (2008)

found that role stress (role conflict and role ambiguity)

partially mediated the relationship between ethical culture

and turnover intent. This is important because strain tends

to relate negatively to P–O fit (Kristof-Brown et al. 2005).

Since our multidimensional measure of ethical culture has

components both likely to be most directly experienced

through the job (e.g., supervisory ethical leadership, peer

behavior) and through the organization (e.g., top manage-

ment ethics, ethical conduct considered in performance

evaluations, and ethics codes), it is likely that the combi-

nation of mechanisms will be reflected in our direct per-

ceived measure of overall P–O fit. Thus:

Hypothesis 4 The relationship between ethical culture

and job satisfaction, affective commitment, intention to

stay, and willingness to recommend the organization, is

partially mediated by P–O fit.

Study Setting: National Culture and Banking Mission

As noted earlier, almost all of the literature concerning the

variables of interest in this study is based in North Amer-

ica. As such, our use of bank employees from Spain is of

specific interest. Variation in national cultures can affect

how employers should approach ethical issues (Guillén

et al. 2002), due to differences employee sensitivity to

them and to differences in the level of tolerance people

have for unethical behavior (Collins 2000). For example,

Valentine and Rittenburg (2004) found that executives

from the U.S. and Spain differed in their levels of ethical

intent. Also, in comparing findings from Spain to the U.S.,

Vitell and Ramos (2006) found significant differences in

corporate ethical values and organizational commitment,

among other variables.

Finally, a unique aspect of our study setting is that we

sample employees from both social economy and tradi-

tional commercial banks. The former includes savings and

credit union entities with business models that encompass

the broader social interest, as opposed to the narrower

purely financial focus of commercial banking; they also

typically have stronger corporate social responsibility

practices (Sanchis and Campos 2008). Since differences in

job attitudes and behavior can exist depending on the

degree to which the company regarded to be socially

responsible (Kenexa Research Institute 2010; Treviño and

Nelson 2004; Valentine and Fleischman 2008), this con-

textual variable (Johns 2006) is of obvious interest.
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Method

Sample and Procedure

Following pilot testing (n = 38), a survey was distributed

to 4,164 employees at large branches/offices (generally

those with 4 or more employees) of various commercial,

savings, and credit union banking entities in five Spanish

provinces. Questionnaires were typically distributed

directly to employees after gaining consent of the branch

manager; alternatively they were mailed to employees

upon the approval of a regional director. The sample of

locations was a broad one. After excluding temporary

employees and those who had been with the company for

less than a year, 436 surveys were useable. The response

rate (10.5 %) was good given the sensitivity of the ethics

content and that employees from many different locations

were surveyed (Valentine et al. 2006).

In order to minimize valuation apprehension and to

decrease social desirability bias, a cover letter was included

emphasizing that there were no right or wrong answers.

Material on the questionnaire itself also guaranteed ano-

nymity and confidentiality. Among those who responded to

the gender item, 46.3 % were male (26 % left the gender

item blank). Approximately half the sample was under

40 years old. The educational level was relatively high

(65 % had college degrees), with 60 % having been with

the organization for more than 10 years.

In order to evaluate the possibility of nonresponse bias,

the first quartile and last quartile of submissions were

compared under the assumption that late respondents were

more similar to nonrespondents than early ones (Armstrong

and Overton 1977). Independent sample t-tests did not

reveal any significant differences in the study variables

lessening the possibility of non response bias.

Measures

When measures are used to examine a latent construct, a

choice between reflective or formative indicators must be

made (MacKenzie et al. 2005; Podsakoff et al. 2006).

Reflective measurements, commonly recommended when

personality and attitudinal variables are modeled (Mac-

kenzie et al. 2005) are highly correlated indicators thought

to be caused by a targeted latent construct. Formative

measures, on the other hand, involve indicators that may

determine the construct without necessarily being highly

correlated (Chin 1998; MacKenzie et al. 2005) such that

traditional reliability and validity criteria may be inappro-

priate and irrelevant (Henseler et al. 2009).

Using Mackenzie et al.’s (2005) criteria for distin-

guishing between reflective and formative constructs, our

survey contained both reflective and formative variables,

including a second-order (Mackenzie et al. 2005; Podsak-

off et al. 2006) formative construct (ethical culture, see

below) composed of multiple first-order structures.

Unless otherwise noted, all measures used a five-point

response format (1 = strongly disagree, 5 = strongly

agree). Negatively worded items were reverse scored for

the purposes of the analyses.

Ethical culture. Four first-order variables (top manage-

ment ethical leadership, supervisor ethical leadership, peers

ethical behavior, and formal ethics policy), each tradi-

tionally viewed as important formative components of the

ethical context, were assessed.

Top management ethical leadership (TMEL). Three

reflective items adapted from previous research (Koh and

Boo 2001; Treviño et al. 1998; Treviño and Weaver 2001)

were used, including, ‘‘The top manager in my organiza-

tion is a model of ethical behavior’’ and ‘‘Generally, top

management treats their employees fairly’’.

Supervisor ethical leadership (SEL) was measured using the

Brown et al. (2005) ten-item reflective scale (e.g., ‘‘My superior

conducts his/her personal life in an ethical manner’’).

Peers ethical behavior (PEB) was assessed using three

formative items (1 = never, 5 = very often) adapted from

previous research (Izraeli 1988; Treviño and Weaver 2001;

Vardi 2001; Peterson 2004) and which, as in Peterson

(2004), encompassed a variety of possible ethical failures

(i.e., misuse of work-time, harassment, and deceit) with

direct implications for the company, co-workers, and cus-

tomers, respectively.

Formal policy on ethics (FPE) was measured by three

formative items covering some of the most commonly used

ethics enhancing initiatives in this geography (Guillén et al.

2002; Fontrodona and de los Santos 2004), i.e., the pres-

ence of a formal code of ethics, ethics-training efforts and

the degree to which ethical behavior is tied to the perfor-

mance management system (e.g., ‘My behavior’s morality

is considered when my job performance is assessed’).

Job Satisfaction (JS). Three reflective items from the

Overall Job Satisfaction Scale (Seashore et al. 1982) were

used (e.g., ‘‘All in all, I am satisfied with my job’’).

Affective Commitment (AC). As in Moideenkutty et al.

(2001), three reflective items from the Allen and Meyer

(1990) affective commitment scale were used (e.g., ‘‘I feel

a strong sense of belonging to this organization’’).

Intention to Stay (IS). Based on Konovsky and Cro-

panzano (1991) and Randall et al. (1999), three items were

adapted (e.g., ‘‘I intend to remain with this organization

indefinitely’’ and ‘‘I often think about quitting this orga-

nization’’; reverse scored).

Willingness to Recommend the organization (WR). The

two item scale from Cable and Judge (1996) was used (e.g.,

‘‘I would tell my friends not to work for this organization’’;

reverse scored).

Ethical Culture, Person-Organization Fit and Job Outcomes 177

123



P–O Fit. The reflective three-item scale of overall fit

from Cable and Judge (1996) was adapted (e.g., ‘‘My val-

ues match those of the current employees in the

organization’’).

Control Variables

Education, bank sector, and age were controlled given their

potential impact on attitudes (e.g., Cohen and Avrahami

2006; Linz 2003; Mathieu and Zajac 1990; Valentine and

Fleischman 2008). Dummy coded variables were created

for education (0 = no college, 1 = college) and bank

sector (0 = Commercial Banking, 1 = Social Economy

Banking). The association of these variables with other

indices must be understood relative to the excluded referent

category in the analysis, ‘‘no college’’, and ‘‘commercial

banking’’, respectively (Falk and Miller 1992).

Though the problem is often overstated (Spector 2006),

common method variance was a potential concern in this

study because the same respondent provided the data for

both the independent and dependent variables. As such,

some of the Podsakoff et al. (2003) procedural remedies

were used. First, a psychological separation between pre-

dictors and criterion variables to make them appear to be

unrelated was established by grouping questions under

different general topic areas. Second, various situational

and personality constructs were included in the question-

naire and served as distracters. Third, the dependent

variables appeared in the questionnaire prior to the ethics-

related predictors. As noted earlier, the importance of

frankness was emphasized as was anonymity of the

responses. Finally, questionnaire items were carefully

chosen to be simple, specific, and concise.

Data Analysis

SPSS 19.0 was used to generate descriptive statistics and to

conduct an exploratory factor analysis to evaluate the

possibility of common method variance (Podsakoff et al.

2003). Partial least squares (PLS)-Graph 3.00 (Chin 2003)

was used to test the hypotheses. PLS is a powerful and

robust statistical procedure (Chin et al. 2003; Henseler

et al. 2009) that allows for causal analysis in situations of

high complexity (Henseler et al. 2009). As a structural

equation modeling (SEM) approach, it is well suited to test

mediation hypotheses (James et al. 2006). Further, PLS

does not require demanding assumptions regarding the

distribution of the variables (Henseler et al. 2009) and is

the only SEM technique that allows the inclusion of both

reflective and formative measures in the same analysis

(Chin 1998; Henseler et al. 2009). Bootstrapping (500

resamples) was used to generate standard errors and t-sta-

tistics for hypotheses testing (Chin 1998).

Results

Common Method Variance

In order to assess the extent of common method variance in

the data, an exploratory factor analysis was conducted.

Harman’s one factor test revealed eight factors with

eigenvalues greater than 1, accounting for 66 % of the

variance in the data. As the first factor explained only the

30 % of the total variance, it is less likely that our findings

can be attributed to method variance (Podsakoff et al.

2003).

Measurement Model

Evidence supporting the individual reliability, construct

reliability, convergent, and discriminant validity of all the

reflective latent variables (Henseler et al. 2009) is shown in

Tables 1 and 2. Table 1 also includes indices supporting

the effective measurement of both the first and second-

order formative constructs. Finally, correlations among the

constructs are reflected in Table 2.

As shown in Table 1, the reliability of individual items

comprising the reflective constructs (TMEL, SEL, JS, AC,

IS, WR and P–O Fit) was considered adequate since their

standardized loadings were generally higher than the

minimally acceptable value of 0.55 (Falk and Miller 1992)

and typically above the desired 0.70 (Henseler et al. 2009).

Though the loading for SEL4 was low (0.45), the item was

retained because it was part of a well-researched scale and

its inclusion did not adversely affect any of the other SEL

measurement criteria. Thus, the composite reliabilities

(Werts et al. 1974) were 0.80 or better (Nunnally 1978)

while the average variance extracted exceeded 0.50, sup-

porting convergent validity (Henseler et al. 2009).

In support of discriminant validity, Table 2 shows that

the average variance extracted for each of the reflective

constructs is greater than the variance shared with the

remaining constructs (Henseler et al. 2009). Also, the

indicators of the various measures loaded more heavily on

their intended constructs than on the others (Henseler et al.

2009).

Tests for multicollinearity involving both indicators of

the first and second order formative variables revealed

minimal collinearity, as the respective variance inflation

factors (VIF) ranged between 1.06 and 1.38 (see Table 1),

far below the common cut-off threshold of 5–10 (Klein-

baum et al. 1998). As noted earlier (see Table 1) all of the

indicators associated with the first-order formative con-

structs were significant. Further, all of the intended first-

order constructs significantly contributed to the second-

order formative ethical culture construct ultimately used in

the analysis.
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Table 1 Measurement model: item loading and weight, construct reliability (CR), and convergent validity (AVE)

Construct/dimension/indicator VIF Weight Loading CR AVE

Ethical culture (EC) 2nd order formative

Top management’s ethical leadership (TMEL) 1st order reflective 1.22 0.57*** 0.89 0.72

TMEL1 0.82

TMEL2 0.84

TMEL3 0.88

Supervisor’s ethical leadership (SEL) 1st order reflective 1.25 0.31** 0.94 0.61

SEL1 0.70

SEL2 0.75

SEL3 0.82

SEL4 0.45

SEL5 0.86

SEL6 0.84

SEL7 0.76

SEL8 0.86

SEL9 0.87

SEL10 0.84

Peers’ ethical behavior (PEB) 1st order formative 1.06 0.24*** n.a. n.a.

PEB1 (misuse/waste of work-time) 1.38 0.41*

PEB2 (harassment) 1.34 0.42*

PEB3 (deceit) 1.26 0.46**

Formal policy on ethics (FPE) 1st order formative 1.24 0.32*** n.a. n.a.

FPE1 (code of ethics) 1.07 0.30**

FPE2 (training initiative) 1.13 0.26*

FPE3 (performance assessment) 1.09 0.80***

Job satisfaction (JS) reflective 0.93 0.82

JS1 0.89

JS2 0.92

JS3 0.90

Affective commitment (AC) reflective 0.92 0.79

AC1 0.89

AC2 0.91

AC3 0.86

Intention to stay (IS) reflective 0.86 0.68

IS1 0.84

IS2 0.81

IS3 0.82

Willingness to recommend (WR) reflective 0.89 0.81

WR1 0.93

WR2 0.86

P–O fit reflective 0.91 0.77

P–O fit1 0.92

P–O fit2 0.86

P–O fit3 0.85

Notes: *** p \ 0.001, ** p \ 0.01, * p \ 0.05 (based on a Student t(499) one-tailed test): t(0.001;499) = 3.11; t(0.01;499) = 2.33 and

t(0.05;499) = 1.65
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Control Variables

As explained earlier, education, banking sector, and age

were each examined for their potential influence on the

dependent variables in this study. There were some sig-

nificant effects (see Table 3). For example, with regard

to affective commitment, consistent with previous

research (Mathieu and Zajac 1990; Mowday et al. 1982)

highly educated employees tended to be less committed

to their organizations (b = -0.10, p \ 0.05). Perhaps

those with more education want more in the way of

rewards from their employers (Joiner and Bakalis 2006)

and have higher expectations generally (Mowday et al.

1982). Affective commitment was also lower among

employees in traditional commercial banking, relative to

saving banks and credit unions (b = 0.10, p \ 0.05).

This finding may reflect the differences between com-

mercial banking and social economy banking in social

responsibility and performance criteria. As explained

earlier, social economy banking missions have broader

social content (solidarity and satisfaction of general

interests) as well as stronger corporate social responsi-

bility practices (Sanchis and Campos 2008). Since better

social performance associates positively with job atti-

tudes (Kenexa Research Institute 2010; Treviño and

Nelson 2004; Valentine and Fleischman 2008) this may

account for the enhanced commitment in social economy

banking.

With regard to intent to stay and willingness to recom-

mend the organization, the social economy banks also

enjoyed a slight advantage relative to commercial banking

(b = 0.07, p \ 0.10 for intent to stay; b = 0.19, p \ 0.001

Table 2 Mean, standard deviations and correlation matrix (HAVE in italics)

Mean SD 1 1a 1b 1c 1d 2 3 4 5 6 7 8 9

1 EC 3.09 0.64 n.a.

1a TMELa 2.62 0.89 n.a. 0.85

1b SELa 3.08 0.84 n.a. 0.48 0.78

1c PEBa 3.96 0.75 n.a. 0.20 0.29 n.a.

1d FPEa 2.76 0.83 n.a. 0.46 0.45 0.22 n.a.

2 JS 3.68 0.85 0.48 0.37 0.46 0.32 0.38 0.91

3 AC 3.11 0.98 0.46 0.42 0.40 0.16 0.30 0.49 0.89

4 IS 3.99 0.89 0.29 0.23 0.23 0.28 0.19 0.51 0.45 0.83

5 WR 3.67 0.99 0.51 0.51 0.38 0.28 0.35 0.53 0.51 0.55 0.90

6 P–O Fit 2.81 0.84 0.56 0.55 0.41 0.17 0.38 0.44 0.63 0.39 0.52 0.88

7 Age 3.61 1.04 -0.19 -0.20 -0.17 -0.08 -0.04 -0.04 -0.03 0.12 -0.17 -0.05 n.a.

8. Educationb – – 0.08 0.07 0.05 0.05 -0.01 -0.00 -0.07 -0.11 0.05 0.06 -0.47 n.a.

9 Sectorb – – -0.01 0.01 -0.00 0.00 -0.04 0.06 0.13 0.10 0.21 0.07 0.09 0.05 n.a.

Notes: All the correlations 0.10 or greater are significant at p \ 0.05 or better (two tailed). The italics figures on the diagonal are the square root

of the AVE (variance shared between the constructs and their measures) and the off-diagonal elements are the correlations among the constructs.

Support of discriminant validity is reflected in that the diagonal elements are larger than off-diagonal elements in the same row and column. n.a.

not applicable
a Dimensions of the second order EC (ethical culture) construct
b Dummy variables; mean and SD (standard deviation) are not applicable

Table 3 Socio-demographical variables’ effect on employee job

outcomes

Dependent/independent variables Standardized path

coefficient (b)

Job satisfaction

Bank sector 0.04

Age 0.05

Level of education -0.02

Affective commitment

Bank sector 0.10*

Age 0.04

Level of education -0.10*

Intention to stay

Bank sector 0.07�

Age 0.16**

Level of education -0.08

Willingness to recommend

Bank sector 0.19***

Age 0.07

Level of education 0.02

Notes: *** p \ 0.001, ** p \ 0.01, * p \ 0.05, � p \ 0.1 (based on a

Student t(499) two-tailed test): t(0.001;499) = 3.31; t(0.01;499) = 2.59;

t(0.05;499) = 1.96 and t(0.1;499) = 1.65
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for willingness to recommend). These findings likely

reflect dynamics similar to those explained above with

regard to commitment. Finally, consistent with previous

research (Cohen and Golan 2007) intention to stay was also

positively related to age (b = 0.16, p \ 0.01). Older

employees typically have more invested in their organi-

zations (e.g., accumulated pay increases and retirement

benefits; Cohen and Golan 2007) and often have relatively

limited alternative employment options, both of which

make it more likely that they will stay.

Hypothesis Testing

Table 4 shows the findings related to our specific hypoth-

eses. As anticipated, hypothesis H1 was supported in that

ethical culture was directed and positively related to job

satisfaction (b = 0.34, p \ 0.001), affective commitment

(b = 0.17, p \ 0.001), intent to stay (b = 0.12, p \ 0.05),

and willingness to recommend the organization to others

(b = 0.34, p \ 0.001). P–O fit was also positively and

directly related to each of these variables (b = 0.26;

p \ 0.001 for job satisfaction; b = 0.54; p \ 0.001 for

affective commitment; b = 0.36; p \ 0.001 for intent to

stay; and b = 0.33; p \ 0.001 for willingness to recom-

mend), thus supporting hypothesis H2. In line with H3,

ethical culture was directly and positively related to P–O fit

(b = 0.56, p \ 0.001).

Table 4 also shows evidence consistent with H4, that

P–O fit partially mediates the relationship between ethical

culture and the dependent variables. Specifically, in line

with the Preacher and Hayes (2004, 2008) guidelines, note

the significant indirect effects involving ethical culture and

job satisfaction (b = 0.15; p \ 0.01), affective commit-

ment (b = 0.30; p \ 0.01), intention to stay (b = 0.20;

p \ 0.01), and intent to recommend the organization to

others (b = 0.18; p \ 0.01).

In order to more comprehensively examine H4, the

Tippins and Sohi (2003) four step procedure was also used.

It includes the Baron and Kenny criteria (1986) for eval-

uating mediation effects, but is more applicable to SEM

because it involves the comparison of a direct model to a

mediated one (see Fig. 1, Models A and B). The first

condition is met since ethical culture is significantly related

to job satisfaction, affective commitment, intention to stay,

and willingness to recommend (see Fig. 1, Model A). The

second requirement was also satisfied; P–O fit is directly

and positively related to the dependent variables (see

Fig. 1, Model B). Regarding the third requirement, when

P–O fit is included as mediator, the magnitude of the direct

influence between ethical culture and each of the dependent

variables is diminished (see Fig. 1; Model A bEC coeffi-

cients for H1, versus Model B, bEC coefficients for H1).

Support for the fourth criterion was attained since the

partial mediated model accounted for more variance in

Table 4 Direct, indirect, total effects, and explained variances

Effects on dependent variablesa Direct effects Indirect effects Total effects Variance explained

Job satisfaction (R2 = 0.28)

Ethical culture 0.34*** 0.15b 0.49 0.16

P–O fit 0.26*** – 0.26 0.11

Affective commitment (R2 = 0.43)

Ethical culture 0.17*** 0.30b 0.47 0.08

P–O fit 0.54*** – 0.54 0.34

Intention to stay (R2 = 0.21)

Ethical culture 0.12* 0.20b 0.32 0.03

P–O fit 0.36*** – 0.36 0.14

Willingness to recommend (R2 = 0.38)

Ethical culture 0.34*** 0.18b 0.52 0.17

P–O fit 0.33*** – 0.33 0.17

P–O fit (R2 = 0.32)

Ethical culture 0.56*** – 0.56 0.32

Notes: *** p \ 0.001, ** p \ 0.01, * p \ 0.05 (based on a Student t(499) one-tailed test): t(0.001;499) = 3.11; t(0.01;499) = 2.33 and

t(0.05;499) = 1.65
a The R2 values shown in this column can be slightly larger than the totals shown in the ‘‘Variance Explained’’ column because the former also

include small effects associated with the control variables (see Table 3)
b Based on a bootstrap test with 5000 re-samples as recommended (Preacher and Hayes 2008), this effect is significant,** p \ 0.01 for the four

dependent attitudinal variables; the bias corrected and accelerated 99 % confidence interval did not contain zero either for job satisfaction (Lower

Level = 0.10; Upper Level = 0.31), affective commitment (Lower Level = 0.31; Upper Level = 0.57), intention to stay (Lower Level = 0.14;

Upper Level = 0.36) and willingness to recommend (Lower Level = 0.17; Upper Level = 0.42) (Preacher and Hayes 2004; 2008)
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each of the dependent variables than the direct one (see

Fig. 1, Model A vs B). Thus, H4 concerning the mediating

effect of P–O fit was supported using a variety of criteria

(Baron and Kenny 1986; Preacher and Hayes 2004, 2008;

Tippins and Sohi 2003). Finally, Table 5 shows that the

increase in variance accounted for reflected different

mediation effect sizes: weak for job satisfaction

(f2 = 0.03), strong for affective commitment (f2 = 0.37),

and weak-moderate for both intentions to stay (f2 = 0.10)

and willingness to recommend (f2 = 0.13) (Chin 1998).

INTENTION  
TO STAY   

AFFECTIVE 
COMMITMENT   

JOB SATISFACTION   

BANK SECTOR AGE 

LEVEL OF EDUCATION

R2= 0.26

R2= 0.22

R2= 0.13

βEC = 0.51***

βEC = 0.45***

βEC = 0.33***

ETHICAL  
CULTURE  (EC)   

CONTROL VARIABLES 
WILLINGNESS TO 

RECOMMEND 

R2= 0.30

βEC = 0.51***

CONTROL VARIABLES 

P- O FIT   

βEC = 0.34***

R2= 0.32

βEC = 0.17***

βEC = 0.12* β = 0.56***

INTENTION  
TO STAY   

AFFECTIVE 
COMMITMENT   

JOB SATISFACTION   

R2= 0.28

R2= 0.43

R2= 0.21

ETHICAL  
CULTURE  (EC)  

WILLINGNESS TO 
RECOMMEND 

R2= 0.38

βEC = 0.34***

BANK SECTOR AGE 

LEVEL OF EDUCATION

βFit = 0.36***

βFit = 0.33***

βFit = 0.54***

βFit = 0.26***

Model A

Model B

Fig. 1 The mediating role of P–O fit: comparative analysis of

models. Model A Structural model incorporating direct effects. Model

B Structural model incorporating the P–O fit mediation effect Notes:

***p \ 0.001, **p \ 0.01, *p \ 0.05 (based on a Student t(499) one-

tailed test): t(0.001;499) = 3.11; t(0.01;499) = 2.33 and t(0.05;499) = 1.65.

Though not depicted in the Figure, the total variance accounted for all

job outcome variables includes small effects associated with some of

the control variables (see Table 3)
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Discussion and Conclusions

Contributions to Scholarship

A comprehensive multidimensional measure was used to

examine the relationship of ethical culture to overall P–O

fit and employee response. Willingness to recommend the

organization to others was shown to be positively related to

ethical culture, as were job satisfaction, affective organi-

zational commitment, and intent to stay. Importantly, all of

these relationships were observed even when perceptions

of overall P–O fit were controlled. Moreover, P–O fit

partially mediated the relationship between ethical culture

and each of the outcome variables.

This is the first study to investigate P–O fit as a mediator

of the relationship between ethical culture and employee

outcomes. As such, there are several contributions to the

literature. First, the use of a multidimensional measure of

ethical culture in relation to employee response is unusual

in that one-dimensional assessments (Hunt et al. 1989;

Schwepker 2001) have typically been employed. Existing

findings, relating unidimensional measures of ethical cul-

ture to job satisfaction, organizational commitment, and

intent to stay, were generally comparable in magnitude to

our multidimensional assessment. These findings are con-

sistent with the notion that employees have only a global

impression of ethical culture, and reflect the Treviño et al.

(1998) conclusion that even multidimensional assessments

of ethical culture and climate are strongly related.

The link between ethical culture and employee response,

even after P–O fit is controlled, is interesting because it

implies that ethical culture enhances outcomes indepen-

dently of the degree of ethicality and/or the specific values

of individual employees. This is in line with research

suggesting that in positively affecting job outcomes, per-

ceptions of organizational ethical values are more impor-

tant than the perceived degree of P–O ethical fit (Finegan

2000; Herrbach and Mignonac 2007; Schminke et al.

2005). Thus, our findings are an important addition to

research linking measures of the perceived differences in

ethicality between employees and their organizations to

feelings of discomfort, interpersonal role conflict (Sims and

Keon 2000), and turnover intentions (Ambrose et al. 2008;

Sims and Keon 1997; Sims and Kroeck 1994; Thorne

2010), among other work outcomes.

The positive association between our multidimensional

measure of ethical culture and perceived overall P–O fit is

significant because, unlike Valentine et al. (2002), the link

is demonstrated even though our measure of fit is global

and contains no reference to ethical issues. Moreover, in

answering the call to further investigate ethical context in

relation to P–O fit (e.g., Ambrose et al. 2008), we are the

first to demonstrate that P–O fit partially mediates the

relationship between ethical culture and employee

response. Since direct perceived measures of P–O and P–J

fit are strongly related (Kristof-Brown et al. 2005), this

implies that ethical culture components can have a positive

influence at a variety of different levels. Thus, it is not

surprising that both organizational (perceived organiza-

tional support; Valentine et al. 2006) and job-related (e.g.,

role ambiguity and role conflict; Jaramillo et al. 2006;

Mulki et al. 2008) variables have been found to mediate the

association between ethical culture and employee out-

comes. Other possible mediators await future research,

including happiness (Rego et al. 2010) and processes

related to psychological contracts (Rousseau 1995), such as

perceived fairness (Sharma et al. 2009).

Applied Implications

The potential strategic value of the human resources at a

firm is recognized both in the academic (Wright et al.

1994) and practitioner spheres (Deloitte 2010a). Nonethe-

less, the claim and belief that people constitute an impor-

tant strategic asset does not always translate into

management practices reflecting a serious commitment to

employee needs (Hodson 2004). Our results are consistent

with the notion that exposure to positive ethical contexts

can enhance both job attitudes and affective well-being

(Rego et al. 2010; Valentine et al. 2011) which can satisfy

needs and raise overall morale. Specifically, endorsing

ethics through the organizational culture is a potentially

Table 5 Direct and mediation model: variance explained and strength of the mediation effect

Dependent variable explained Variance explained Strength of the mediation effect

Direct model Mediated model D Variance explained (f2)

Job satisfaction 0.26 0.28 0.02 0.03 (weak)

Affective commitment 0.22 0.43 0.21 0.37 (strong)

Intention to stay 0.13 0.21 0.08 0.10 (weak-moderate)

Willingness to recommend 0.30 0.38 0.08 0.13 (weak-moderate)

f2 = (Rincluded
2 - Rexcluded

2 )/(1 - Rincluded
2 ); Effect sizes of f2 C 0.02, C0.15 and C0.35 are regarded as weak, moderate and strong, respectively

(Chin 1998)
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useful way to keep (good) employees satisfied, committed,

and willing to stay, all of which are likely consequences of

the establishment of good, successful trust-based human

relationships (Hunter 1998; Kouzes and Posner 2001).

Further, our finding that ethical culture is positively related

to the intent to recommend the organization to others is

very important because, as noted earlier, employee refer-

rals are generally regarded as the single most effective

recruiting method (Breaugh 2008). Thus, positive word of

mouth from existing employees has the potential to be a

significant advantage in war for talent (Michaels et al.

2001; War for Talent 2012). Finally, recent surveys (e.g.,

Deloitte 2010b) support the applied importance of building

ethical cultures since indicators of poor ethical business

practices (i.e., low trust in employers and/or a lack of

transparency from employers) are among the important

antecedents of negative job outcomes, such as turnover.

Our findings suggest that management efforts should be

heavily focused on creating an ethical culture, since it is

likely that the effects will be felt irrespective of the per-

sonal tendencies of individual employees. Indeed, efforts to

build an ethical culture appear to be well placed relative to

initiatives (Kristof-Brown et al. 2005; Verquer et al. 2003)

aimed simply at finding employees with values and

expectations that match those of the organization. Cer-

tainly, it is likely that employees will feel uncomfortable in

firms where decisions and rewards are based on ethical

reasoning inconsistent with their own (e.g., Sims and Keon

1997; 2000). Nonetheless, since many people strive to

enhance their moral development and are attracted to

others perceived to apply high levels of ethical reasoning

(Rest et al. 1999; Schminke et al. 2005), developing an

ethical culture has the potential to enhance the emotional

psychological states and well-being of all employees

(Cameron et al. 2004; Rego et al. 2010). Higher P–O fit

perceptions may thus be a direct positive consequence of a

strong ethical culture (Coldwell et al. 2008; Valentine et al.

2002) wherein, for example, strong relational and cove-

nantal contracts are both formed and maintained (Barnett

and Schubert 2002). These advantages could be self sus-

taining to the extent that applicants wishing to work in

organizations similar to themselves accurately perceive the

culture during the selection process (Cable and Judge

1996).

Of course, building an ethical culture is neither easy nor

immediate in that it requires dedicated long-term effort on

many fronts. Since company assumptions, values and

beliefs must be communicated in ways that are widely

perceived (Schein 1992) the initiatives cannot simply be

limited to formal explicit instruments (e.g., codes of ethics)

as these may be viewed as window-dressing (Treviño and

Brown 2004; Treviño and Weaver 2001) and may fail to

impact the daily experiences of employees (Herrbach and

Mignonac 2007). More informal and implicit messages,

such as those reflected by leader and peer role modeling are

also necessary to successfully build a rooted culture

(Herrbach and Mignonac 2007; Treviño and Brown 2004).

Further, incongruence among the various organizational

systems must be avoided (Kolodinsky 2006; Treviño and

Brown 2004; Treviño and Nelson 2004). Finally, the

practice of moral virtues is required as it provides sustained

attitudes and interior strength (Melé 2005), the foundation

needed for ethical behavior to become natural (Hartman

1998). Thus, as reflected by our ethical culture measure,

the on-going display of moral virtuous behavior by top

management, supervisors and peers, combined with formal

ethics mechanisms are required to build a strong ethical

culture.

Limitations and Future Research Directions

The study was cross-sectional which does not allow for the

stronger causal inferences of longitudinal designs. Also,

broad generalizations of the findings must be made with

caution given the specific industry sector (banking) and

cultural context (Spain) involved. On the other hand, our

findings are quite robust; the hypotheses were supported

despite the cultural differences between Spain and North

America (e.g., Gupta et al. 2002; Valentine and Rittenburg

2004; Vitell and Ramos 2006). Further, our other important

contextual variable, commercial versus social economy

banking, accounted for only small differences in a few

variables, and did not alter the applicability of the overall

model.

Other limitations include the use of single source data

and the lack of an explicit measure of social desirability

bias. As described earlier, some procedural and analytical

remedies (Podsakoff et al. 2003) were employed to address

these problems. Also, it should be noted that in at least two

studies (see Valentine et al. 2011), social desirability was

typically unrelated to ethical culture, job satisfaction and

turnover intent. Perhaps, the use of short assessments of

social desirability (Deshpande et al. 2006) represents a

good compromise.

Given the small number of studies involving ethical

culture, P–O fit and employee outcomes, several unre-

solved issues remain. For example, although we conceived

of them as separate outcomes, others (e.g., Schwepker

2001) have treated job satisfaction as an antecedent of

organizational commitment. Also, differing from our view,

Valentine et al. (2002, p. 352) suggested that organizational

commitment was an antecedent to P–O Fit, though much of

their reasoning was also consistent with the notion of a

reciprocal relationship.

There is a need to examine a wider range of employee

and organizational outcomes in relation to ethical culture
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and P–O fit. For example, although we used intent to stay,

the link between intentions and actual behavior (in this

case, turnover) is often not as strong as commonly assumed

(Dalton et al. 1999). Indeed, meta-analysis reveals a much

weaker, less generalizable relationship involving P–O fit

and actual turnover (Kristof-Brown et al. 2005).

In terms of other types of performance, Valentine et al.

(2011) found corporate ethical values to be positively

related to creativity. Adding P–O fit to their study would be

interesting since these perceptions can be negatively rela-

ted to creativity due to their implications for workforce

homogeneity (Schneider et al. 1998). Finally, there are few

studies relating ethical culture to job performance, and

most of them use self-reported indices as opposed to

supervisory ratings. In any case, ethical culture has been

found to be indirectly linked to performance ratings (e.g.,

Jaramillo et al. 2006; Mulki et al. 2009; Sharma et al.

2009), but P–O Fit was not part of these investigations.
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Melé, D. (2005). Ethical education in accounting: integrating rules,

values and virtues. Journal of Business Ethics, 57, 97–109.
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