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Abstract The increasing challenges faced by organiza-
tions have led to numerous studies examining human
resource management (HRM) practices, organizational
ethical climates and sustainability. Despite this, little has
been done to explore the possible relationships between
these three topics. This study, based on a probabilistic
sample of 6,000 employees from six European countries,
analyses how HRM practices with the aim of developing
organizational ethics influence the benevolent, principled
and egoistic ethical climates that exist within organiza-
tions, while also investigating the possible moderating role
played by their employees’ perception of corporate sus-
tainability. Findings demonstrate that ability-enhancing
practices (i.e. recruiting, selection and training) and
opportunity-enhancing practices (i.e. job design, industrial
relationships and employee involvement) improve benev-
olent and principled organizational ethical climates, while
motivation-enhancing practices (i.e. performance manage-
ment, compensation and incentives) rather than being
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related to these organizational ethical climates, are linked
to the egoistic climate. In addition, the perceptions of the
company’s employees in terms of corporate sustainability
moderate these relationships, by reinforcing the positive
relationships of ability-enhancing and motivation-enhanc-
ing HRM practices in terms of benevolent and principled
ethical climates and by reducing the positive relationships
between motivation-enhancing practices and egoistic cli-
mate. Specific implications for HRM research, teaching
and practice are then advanced and discussed.

Keywords Human resource management -
Organizational ethical climates - Sustainability

Abbreviations

HRM Human resource management
AMO Ability, motivation, orientation
PLS  Partial least squares

ECQ  Ethical climate questionnaire
CSR  Corporate social responsibility
Introduction

Events involving ethical scandals in companies such as
AIG, Countrywide Financial, Lehman Brothers and Sie-
mens AG continue to attract significant attention. In nearly
all these cases, researchers point at dysfunctional ethical
environments as one of the main reasons for illegal or
unethical behaviour (e.g. Arnaud and Schminke 2012).
Several contributions, in particular, have singled out the
role of organizational ethical climates in influencing the
employees’ cognitive and affective states, and thereby
directing or inhibiting dysfunctional behaviour (Vardi
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2001; Schminke et al. 2005; Martin and Cullen 2006;
Parboteeah and Kapp 2008, Parboteeah et al. 2010).

Despite the wealth of studies that have already recog-
nized the role of organizational ethical climates in ethical
behaviour and organizational performance, past research
leaves several gaps in our understanding of organizational
conditions and managerial interventions which can affect
the establishment of ethical climates. In particular, while
the few available studies have focused on the role of
organizational forms and manager orientation (Martin and
Cullen 2006; Mayer et al. 2010), if and how human
resource management (HRM) practices can also encourage
organizational ethical climates has yet to be fully explored
(Parboteeah et al. 2010, for a rare exception on the role of
communication and empowerment practices).

Human resource management practices were found to be
powerful antecedents of different types of organizational
climates. Way and Johnson (2005), in this regard, proposed
a theoretical model in which the impact of HRM practices
on organizational outcomes is mediated by organizational
climates. Empirically, this idea has been supported by
different studies that demonstrated, for example, the con-
nection between HRM practices and safety climate (Zohar
and Luria 2005) or customer services climate (Rogg et al.
2001). Strikingly, the possible cause-and-effect relation-
ships between HRM practices and organizational ethical
climates have yet to be explored and this is another inter-
esting development for HR research and practice. Scholars
have in fact recognized the inherently ethical nature of
HRM professionals and practices (Wiley 2000). With many
theoretical papers that support the merits of proposing
HRM practices that act on organizational ethics, only a few
have tested the expected impacts empirically—and they
have done so by focusing on specific practices (e.g. training
in Sekerka 2009; or whistle-blowing in Hassink et al.
2007), rather than on the set of interconnected practices
that actually make up the organizations’ HRM system. As a
result, both the literature on ethical work climate and that
on HR practice share a common interest in bridging the two
fields, yet only limited theoretical and empirical work can
be found on the issue. Our study seeks to address this gap
as its main contribution, testing the impact of the set of
HRM practices on organizational ethical climates.

In studying this link, our study also makes a second
contribution to literature, by testing the role played by the
organizations’ orientation towards sustainability in mod-
erating the link between HRM practices and organizational
ethical climate. Indeed, sustainability and ethics seem to be
closely connected in times where the global financial crisis
and the rising of environmental concerns have led several
companies to pay greater attention in coupling a traditional
care for shareholder profit with employee well-being and
the broader impacts on society as a whole. An orientation
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towards sustainability—which we view as the dynamic
balance of economic, social and environmental perfor-
mance—can play an important role in impacting on the
ethical infrastructures of a company, and maybe leading to
superior ethical standards. Yet, few studies have investi-
gated this possible link. The present study addresses these
relationships by investigating a specific contribution
resulting from an organization’s orientation towards sus-
tainability, i.e. its moderating effect on the link between
HRM practice and organizational ethical climates—
assuming that the higher the employees’ perception of their
company that moves towards sustainability, the stronger
the impact of HRM practices on organizational ethical
climates.

This manuscript consists of five sections. Following a
comprehensive review and synthesis of the relevant liter-
ature, a set of hypotheses are advanced, linking organiza-
tional ethical climates, HRM practices and corporate
sustainability. Next, the key features of the study (i.e.
sample, measurements, procedures and analysis) are pre-
sented in the methodology section. After describing the
measurement model and findings, we discuss the results in
the light of previous literature. The concluding section
highlights the main implications for HRM theory, teaching
and practice, discussing the basic limitations of the study
and presenting opportunities for future research.

Theoretical Framework and Hypothesis
Organizational Ethical Climates

At the most basic level, climate is an attribute of an
organization and refers to the collection of attitudes, feel-
ings and behaviour that emerge on a daily basis within an
organizational context (Ismail 2005). Organizational work
climates reflect the shared perceptions that employees hold
regarding the policies, practices and procedures that an
organization rewards, supports and expects (Schneider and
Reichers 1983). Based on the patterns of experiences and
behaviour that individuals encounter in their organizations
(Schneider et al. 2000), work climates influence employee
decision-making about what constitutes appropriate and
desired behaviour (Zohar and Luria 2005), by reflecting
‘the way things are done around here’ (Reichers and
Schneider 1990, p. 22).

Building on these definitions, an ethical climate refers
specifically to ‘the shared perception of what is correct
behaviour and how ethical situations should be handled in
an organization’ (Victor and Cullen 1988, p. 51). An eth-
ical climate therefore obviously reflects the shared per-
ceptions that employees hold regarding the company’s
established policies, practices and procedures, and the
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behaviour that their organization rewards, supports and
expects with regards to ethics. As such, an ethical climate
reinforces the normative systems that guide ethical deci-
sion-making and behaviour (Victor and Cullen 1988; Vi-
daver-Cohen 1998).

One of the most dominant perspectives on ethical cli-
mates comes from Victor and Cullen (1988). They distin-
guished ethical climates at three different loci of analysis:
individual, local and cosmopolitan. The individual locus
refers to the personal beliefs and values that generate
individual decision criteria and are the bases of moral
reasoning; local locus refers instead to the organization
itself, while the cosmopolitan locus refers to the commu-
nity or society outside the organization (Martin and Cullen
2006; Victor and Cullen 1987). In the present study, we
will look at the ‘local’ unit of analysis because intra-
organizational aspects (or the local referent) have a more
functional and pronounced influence over how people
perceive ethical climates (Ford and Richardson 1994;
Victor and Cullen 1988) and reflect situations that an
organization has the ability to change (Parboteeah and
Kapp 2008).

At the local level of analysis (also called ‘organiza-
tional’), there are three possible ethical climates, the ego-
istic, the benevolent and the principled. The egoistic
climate is where employees perceive that self-interest can
guide their behaviour, ‘even to the possible detriment of
others’ (Martin and Cullen 2006, p. 178). As a result,
employees are moved by instrumental considerations in
terms of maximizing their own utility—i.e. company profit.
Employees in the benevolent organizational ethical climate
perceive, on the contrary, that interest in the well-being of
others should guide their behaviour. As a result, employees
are likely to be moved by utilitarian ethics that seek to
maximize the utility of the social community to which they
are connected or are part of. Finally, employees in the
principled organizational ethical climate perceive that their
behaviour should be guided by applying and interpreting
the rules and norms of conduct that have been formally or
informally established within their organization.

The cause-and-effect relationship between the ethical
climate of an organization and a number of organizational
outcomes can be found in literature. Martin and Cullen’s
(2006) meta-analysis sheds light on the particular conse-
quences resulting from egoistic, benevolent or principled
organizational ethical climates. For example, they highlight
the negative relationship between the egoistic organiza-
tional climate and different organizational outcomes based
on the grounds that instrumental principles are more likely
to produce behaviour that is convenient for the individual,
but dysfunctional for the rest of the organization, or con-
venient for the organization, but dysfunctional for society
(e.g. Appelbaum et al. 2005). Barnett and Schubert (2002)

found that both benevolent and principled organizational
climates instil broader concerns in employees and are more
likely to produce behaviour that is consistent in terms of
individuals, organizations and society. For example, stay-
ing at the local locus of analysis, organizational ethical
climates have consequences on: (i) employee commitment
(e.g. Schwepker 2001; Cullen et al. 2003), with the positive
influence of benevolent ethical climate and negative
influence of egoistic ethical climate; (ii) job satisfaction
(e.g. Stewart et al. 2011; Shin 2012), with the positive
influence of both benevolent and principled ethical cli-
mates; (iii) psychological well-being (e.g. Mulki et al.
2008), with the positive influence of both benevolent and
principled ethical climates and negative influence of the
egoistic ethical climate; and (iv) dysfunctional behaviour
(e.g. Appelbaum et al. 2005), with the positive influence of
the egoistic ethical climate and negative influence of
benevolent and principled ethical climates.

Such comprehensive treatment for understanding the
consequences of organizational ethical climates is not
matched in the literature of its antecedents. Martin and
Cullen’s (2006) and Mayer et al.’s (2009) reviews revealed
that the antecedents of organizational ethical climates have
been limited to three broad categories, namely, the role of
the context external to the organization, organizational
forms, and strategic and management-related orientations.
These orientations are the most significant for our pur-
poses, since they relate to what managers and employees
can do intentionally to affect organizational ethical cli-
mates. As the available studies are scarce and heteroge-
neous, there are problems in drawing clear-cut implications
for both theory and practice. Most of the (limited) work has
focused, at the individual level, on the role of leaders and
various organizational features. Regarding the leaders’
role, early results suggest, in particular, that self-rated
(Shin 2012), moral development (Schminke et al. 2005)
and paternalistic ethical leadership (Otken and Cenkci
2012) can positively influence the organizational ethical
climate of a company, with a particular impact on its
benevolent ethical climate. Looking at the organizational
features, some published research has pointed to the
importance of enforcing ethical codes (Schwepker and
Hartline 2005) and of organizational empowerment and
communication (Parboteeah et al. 2010), accentuating in
particular that communication is positively associated with
principled-local climate and empowerment is positively
associated with benevolent ethical climate and negatively
associated with egoistic ethical climate.

With the exception of these research works, overall past
studies offer very little guidance on the appropriate actions
that organizations could or should pursue to achieve a
particular organizational ethical climate. Simha and Cullen
(2012), in particular, called for a more extensive
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understanding of the antecedents of organizational ethical
climates. Building on the opportunity to extend our
understanding of the above issue, the next section reviews,
discusses and hypothesizes the potential role of HRM
practices.

HRM Practices and Organizational Ethical Climates

Along with Victor and Cullen’s (1988) definition of ethical
work climates, we will use the ability, motivation and
opportunity theory (AMO theory, Appelbaum et al. 2000)
to define the nature of HRM practices.

AMO theory claims that HRM systems can affect
employees by enhancing their: (i) ability to perform as
expected and achieve specific organizational goals, e.g. by
attracting and developing high-performing employees
through recruiting, selection, training, etc.; (ii) motivation
to perform as expected through contingent rewards and
effective performance management; (iii) opportunity to
engage in specific behaviour, for instance with inputs such
as job design, industrial relations and workforce involve-
ment policies and practices. See Appendix 1 for a list of
HRM practices associated with AMO theory.

AMO theory is one of the most common concepts
associated with HRM systems (Lepak et al. 2006; Jiang
et al. 2012a; Boselie et al. 2005), in particular to test
empirically the impact of HRM practices on organizational
performances, such as profit and voluntary turnover (e.g.
Subramony 2009; Gardner et al. 2011; Jiang et al. 2012b).
Previous studies have not yet developed any hypotheses on
the impact of AMO practices on ethical work climates.
Consequently, we need to develop our hypotheses follow-
ing two steps. First, we will describe the general argument
proposed by Weaver et al. (1999), which connects HRM
practices (regardless of AMO theory) to ethical work cli-
mates. Later, we will translate this argument to the specific
case of AMO practices.

The Impact of HRM practices on Organizational Ethical
Climates: General Argument

Weaver and Trevino (1999, 2001) argued that ethical
programmes are successful when they move in two com-
plementary directions: (i) establishing new company values
and (ii) ensuring that employees comply with these values
on a regular basis. Ethical-oriented practices can therefore
be both values-oriented, when encouraging a shared com-
mitment to responsible self-managed conduct; and com-
pliance-oriented, when imposing rules or standards of
conduct (Thomas et al. 1994, Paine 1994; Weaver et al.
1999; Collier and Esteban 2007).

Values-oriented programmes have the explicit purpose
of driving individuals away from egoistic interests and
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towards broader concerns over the well-being of organi-
zations, colleagues and other stakeholders. In addition, to
drive individuals’ pro-social behaviour (Eisenberg et al.
1990), values-oriented programmes can also be expected to
exert a wider impact on the climate in which individuals
are embedded. They affect, in fact, the diffused perception
of the values and behaviour that would be most appreciated
within (but not necessarily by) the organization. Once
values-oriented programmes advance extrinsic (pro-social
and pro-organization) goals, we can expect them to
establish the benevolent ethical climate, over and above
egoistic climate that focus on the maximization of self-
interest as the dominant objective.

Compliance-oriented programmes also have the explicit
purpose of incorporating organizational and social goals
into the individuals’ decision-making process. Their
approach is, however, different since they do not seek (on
their own) to encourage proactive and autonomous
behaviour, but more simply, to adhere to rules and stan-
dards. While these programmes can inject the same con-
cern for the well-being of others, employees have a
significantly different experience—as they are asked to
comply with rules, follow guidelines, etc. Once values-
oriented programmes establish pro-social goals and
meaning within an organization, we can expect the prin-
cipled ethical climate to be established—again over and
above egoistic climate.

Building on these premises, once HRM practices
embody both value-oriented and compliance-oriented pro-
grammes (Weaver and Trevino 2001) we expect them to
have a positive impact on benevolent and principled ethical
climates, and a negative impact on egoistic ethical climate.

Having established these basics, we will now take a
further step and show how AMO practices really embody
both value-oriented and compliance-oriented pro-
grammes—and we can derive the final hypotheses
accordingly.

The Impact of Ability-Enhancing HRM Practices
on Organizational Ethical Climates

Several contributions have already recognized the impor-
tance of ability-related practices in improving organiza-
tions’ ethics (Wells and Schminke 2001; Sekerka 2009;
Foote and Ruona 2008). An organization can operate at its
best when it employs people who already have high stan-
dards of ethical sensitivity, i.e. the ability to recognize that
any decision-making situation has ethical implications
(Sparks and Hunt 1998). Ethical sensitivity is an important
precondition for individual ethical behaviour (Treviiio
et al. 2006), and should be enhanced by the introduction of
specific selection and training procedures on the part of
companies (Buckley et al. 2001; Weaver et al. 2005). More
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precisely, employers can implement (i) branding strategies
aimed at attracting employees looking for a work envi-
ronment with high ethical standards, (ii) selection and
recruitment strategies directed towards people who share
the same ethical values of the organization, and (iii)
extensive training that aligns individuals to organizational
values and ethical leadership (Ardichvili and Jondle 2009).
These interventions are values-oriented ethics programmes
because they seek to identify, or develop, higher ethical
sensitivity in employees and a greater capacity for making
independent decisions in ethically ambiguous situations.

At the same time, ability-related practices are also
compliance-oriented programmes. We can advance two
reasons for this. On one hand, providing employees with
values that are consistent with the organizations’ ethics is
also a way of encouraging them to comply with existing
rules and standards. On the other, ability-enhancing inter-
ventions provide employees with the competencies they
need to understand and follow organizational ethical rules
and standards.

Overall, since they act as both value-oriented and
compliance-oriented programmes, we can expect ability-
related HRM practices to: (i) improve the benevolent and
principled ethical climates within an organization, and (ii)
reduce egoistic organizational ethical climate. Conse-
quently, we propose the following hypothesis:

Hypothesis 1a HRM practices aimed at enhancing ethi-
cally oriented ability are negatively related to the Egoistic
Organizational (local) Ethical Climate;

Hypothesis 1b HRM practices aimed at enhancing ethi-
cally oriented ability are positively related to the Benevo-
lent Organizational (local) Ethical Climate;

Hypothesis 1c HRM practices aimed at enhancing ethi-
cally oriented ability are positively related to the Principled
Organizational (local) Ethical Climate.

The Impact of Motivation-Enhancing HRM Practices
on Organizational Ethical Climates

Motivation-enhancing HRM practices have also been
shown to be relevant antecedents of the employees’ ethical
behaviour as well as of the organizations’ ethics (Buckley
et al. 2001; Weaver and Trevino 2001). In fact, organiza-
tions can introduce several practices having the goal of
promoting their employees’ motivation, i.e. ‘the degree of
commitment to taking the moral course of action, valuing
moral values over other values and taking personal
responsibility for moral outcomes’ (Rest et al. 1999,
p- 101). Employees might engage in unethical behaviour
because they would attain (or perceive to attain) benefits
that significantly outweigh their costs—especially in those

cases where the organization and not the individual bear
the brunt of the costs (Piliavin et al. 1986). Motivation-
enhancing HRM practices are explicitly intended to
address the ethical values in the organization, since they
increase the (perceived) costs associated with unethical
behaviour—by means of sanctions and punishments—as
well as the benefits associated with ethical behaviour—by
means of variable pay, awards, performance, etc. (Buckley
et al. 1998; Michaels and Miethe 1989; Piliavin et al.
1986).

Punishments and sanctions represent examples of com-
pliance-oriented programmes, since organizations define a
precise set of rules and standards that employees should
abide to, while actively discouraging any attempt by their
employees to break them. The expected result is that
individuals will not engage in unethical behaviour, or
indeed deviate from ethical behaviour because the costs
would outweigh the benefits. Conversely, rewards (in their
broadest meaning) are the example of a values-oriented
ethics programme. Rewards send in fact an explicit mes-
sage throughout the organization regarding the behaviour
that is prized the most, and seek out employees to be
aligned to such behaviour.

Overall, since they act as both value-oriented and
compliance-oriented programmes, we can expect ability-
related HRM practices to: (i) improve benevolent and
principled ethical climates in an organization, and (ii)
reduce egoistic organizational ethical climate. Based on the
above, we advance the following hypothesis:

Hypothesis 2a HRM practices aimed at enhancing ethi-
cally oriented motivation are negatively related to the
Egoistic Organizational (local) Ethical Climate;

Hypothesis 2b HRM practices aimed at enhancing ethi-
cally oriented motivation are positively related to the
Benevolent Organizational (local) Ethical Climate;

Hypothesis 2c HRM practices aimed at enhancing ethi-
cally oriented motivation are positively related to the
Principled Organizational (local) Ethical Climate.

The Impact of Opportunity-Enhancing HRM Practices
on Organizational Ethical Climates

Last, opportunity-enhancing practices are crucial to the
advancement of organizational ethics, because they provide
employees with the technical and organizational possibility
of engaging in ethical behaviour (Winstanley and Woodall
2006). Employees who have the intrinsic motivation and
ability to perform ethically may, however, still be inhibited
by a negative social or organizational context. Most nota-
bly, people may refrain from engaging in ethical behaviour
when colleagues, friends or acquaintances display
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opportunistic behaviour. It follows that organizations must
couple initiatives aimed at improving individual motivation
and ability with initiatives that improve the social context
in which they are embedded—thus, providing the oppor-
tunity for ethical behaviour with no fear of negative
repercussions (Claydon 2000). Opportunity-related initia-
tives move mostly in three directions: (1) developing
explicit mechanisms to identify unethical behaviour—such
as supporting whistle-blowing, monitoring ethical behav-
iour through surveys, etc.; (2) developing procedures or
standards to communicate the organization’s attempts at
being ‘more ethical’ and fair in making decisions—such as
visible career mechanisms linked to the respect of ethical
standards, the involvement of unions in performance
measurement, etc.; (3) developing structured situations or
contexts in which individuals are involved in the organi-
zation’s ethics—such as volunteer programmes, ‘calling
for ideas’ on for ethical problems, etc.

It can be argued that opportunity-related practices are
not very different to motivation-related practices in terms
of expected results.

Similarly to sanctions and punishments, the encourage-
ment of whistle-blowing and monitoring seeks to orient the
employees’ behaviour towards respecting established rules
and standards. These are compliance-oriented practices,
where the organization finds the way to identify and
sanction deviant behaviour. The only difference lies in the
locus of intervention, since sanctions and punishments
address an individual’s infringement directly, while whis-
tle-blowing and monitoring address the social context in
which employees are embedded—in order to prevent or
identify deviant behaviour.

Conversely, practices such as calling for ideas, job
designing, etc., are values-oriented programmes because
they seek to communicate to the organization how impor-
tantly ethical behaviour is regarded, and how much the
employees’ involvement is appreciated. While a rewards
system sends this message directly to the individual
responsible for positive behaviour, interventions of this
kind provide the infrastructure and climate, where ethical
behaviour is possible.

Overall, since they act as both value-oriented and
compliance-oriented programmes, we can expect opportu-
nity-related HRM practices to: (i) improve benevolent and
principled ethical climates in an organization, and (ii)
reduce egoistic organizational ethical climate.

Hypothesis 3a HRM practices aimed at enhancing ethi-
cally oriented opportunity are negatively related to the
Egoistic Organizational (local) Ethical Climate;

Hypothesis 3b HRM practices aimed at enhancing ethi-
cally oriented opportunity are positively related to the
Benevolent Organizational (local) Ethical Climate;
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Hypothesis 3¢ HRM practices aimed at enhancing ethi-
cally oriented opportunity are positively related to the
Principled Organizational (local) Ethical Climate.

The Moderating Role of Corporate Sustainability

The theme of sustainability has recently been of burgeon-
ing interest to corporations, industries, regions, communi-
ties and policy-makers (Mohrman and Shani 2011). This
increased focus has broadened the lens of social responsi-
bility and environmental sustainability to searching, at a
corporate level, for a more dynamic balance between
economic, social and environmental performance—what is
labelled in this manuscript as corporate sustainability. A
corporate sustainability orientation has led many compa-
nies to integrate corporate sustainability into their strategy,
policies, structures and management systems (Docherty
et al. 2008; Lindgreen et al. 2008; Mohrman and Shani
2011).

A corporate sustainability orientation has an inherently
ethical dimension (Steurer et al. 2005; Becker 2012; Sa-
dler-Smith 2013; Florea et al. 2013). For example, the
concept of corporate sustaincentrism developed by
Gladwin et al. (1995) highlights the ethical dimensions of
sustainability by clarifying its guiding principles—namely,
inclusiveness, interconnectedness and equity—which are
all distinguished by a moral compass. More recently, Flo-
rea et al. (2013) have suggested that four moral values—
namely, altruism, empathy, positive norms of reciprocity
and private self-effacement—spread among sustainability-
oriented organizations. Consequently, an orientation
towards sustainability would push managers and employ-
ees into paying more attention to ethically related issues.
Indeed, the typical sustainability orientation model is not
limited to paying proactive attention to stakeholders or
voluntary environmental practices, but is an organizational
way of life (Sharma and Henriques 2005). Because of that,
we expect an orientation towards sustainability to establish
an ‘ethical framework’ in which HRM practices have
greater impact on ethical climates.

Within the present study, we thus hypothesize that
corporate sustainability—being defined by an inherently
ethical dimension—moderates the relationship between
HRM practices and organizational ethical climates. In
particular, the higher the employees’ perception of an
orientation towards sustainability on the part of their
company, the stronger the impact of HRM practices in
increasing its principled and benevolent ethical climates
and reducing its egoistic ethical climate. As such, we
advance the following hypotheses:

Hypothesis 4a Corporate Sustainability moderates the
relationship between HRM practices (Ability, Motivation,
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Table 1 Information on the sample

Italy Germany United Kingdom Poland French Spain Tot

Respondents 1,000 1,000 1,000 1,000 1,000 1,000 6,000
Gender

Males 59,30 % 53,80 % 53,10 % 53,60 % 52,50 % 55,20 % 54,60 %

Females 40,70 % 46,20 % 46,90 % 46,40 % 47,50 % 44,80 % 45,40 %
Age

Up to 30 17,20 % 24,90 % 23,70 % 26,80 % 21,50 % 19,10 % 22,20 %

31-50 61,90 % 48,50 % 45,60 % 48,40 % 55,50 % 63,70 % 53,90 %

Over 50 20,90 % 26,60 % 30,70 % 24,80 % 23,00 % 17,20 % 23,90 %
Industry

Manufacturing 31,60 % 29,50 % 21,20 % 33,20 % 25,40 % 25,20 % 27,70 %

Service 12,60 % 16,90 % 14,70 % 16,80 % 12,20 % 21,40 % 15,80 %

Trade and tourism 13,10 % 9,60 % 4,00 % 10,90 % 12,10 % 10,40 % 10,00 %

Other 42,70 % 44,00 % 60,10 % 39,10 % 50,30 % 43,00 % 46,50 %
Company size

Up to 50 employees 42,50 % 28,20 % 30,00 % 34,80 % 30,00 % 40,50 % 34,30 %

51-250 employees 24,20 % 21,30 % 19,60 % 28,60 % 20,00 % 24,60 % 23,10 %

Over 250 employees 30,00 % 47,50 % 44,20 % 33,50 % 47,40 % 32,00 % 39,10 %
Level of education

Primary or lower secondary 8,60 % 43,50 % 9,00 % 2,40 % 7,30 % 14,30 % 14,20 %

Upper secondary 53,80 % 26,90 % 46,00 % 49,20 % 37,40 % 35,00 % 41,40 %

Tertiary or higher 37,60 % 29,60 % 45,00 % 48,40 % 55,30 % 50,70 % 44,40 %
Employment contract

Permanent 74,10 % 82,90 % 86,90 % 68,60 % 87,70 % 71,00 % 78,50 %

Fixed terms 16,60 % 15,00 % 6,80 % 21,80 % 8,20 % 22,20 % 15,10 %

Other temporary 9,30 % 2,10 % 6,30 % 9,60 % 4,10 % 6,80 % 6,40 %
Level of employment

Blue collar 15,60 % 15,60 % 23,60 % 28,80 % 10,20 % 6,30 % 16,70 %

White collar 59,00 % 63,50 % 38,90 % 25,90 % 49,30 % 56,30 % 48,80 %

Lower/middle manager 18,00 % 16,70 % 31,10 % 34,50 % 25,30 % 27,30 % 25,50 %

Senior/top manager 7,40 % 4,20 % 6,40 % 10,80 % 15,20 % 10,10 % 9,00 %

and Opportunity) aimed at enhancing ethics within an
organization and the Egoistic Organizational (local) Ethical
Climate, namely, the higher the employee perception of
corporate orientation towards sustainability, the higher the
negative impact of HRM practices on the Egoistic Ethical
Climate.

Hypothesis 4b Corporate Sustainability moderates the
relationship between HRM practices (Ability, Motivation,
and Opportunity) aimed at enhancing ethics within an
organization and the Benevolent Organizational (local)
Ethical Climate, namely, the higher the employee percep-
tion of corporate orientation towards sustainability, the
higher the positive impact of HRM practices on the
Benevolent Ethical Climate.

Hypothesis 4¢c Corporate Sustainability moderates the
relationship between HRM practices (Ability, Motivation,

and Opportunity) aimed at enhancing ethics within an
organization and the Principled Organizational (local)
Ethical Climate, namely, the higher the employee percep-
tion of corporate orientation towards sustainability, the
higher the positive impact of HRM practices on the Prin-
cipled Ethical Climate.

Method
Sample
For this study, we sent an online questionnaire to 6,000
employees in six different EU countries: Italy, Germany,
Poland, UK, Spain and France. We organized the data

collection in partnership with a global company which, in
the six above-mentioned countries, provides workforce
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solutions, such as training and development, employer and
employee matching, outplacement services, HR consulting
and payroll outsourcing. We built a probabilistic sample,
based upon gender, age, area, industrial sector and occu-
pation, and, for each country, the company delivered
questionnaires until they obtained 1,000 observations that
were consistent with the probabilistic sample created. A
cover webpage clearly stating the purposes of the study and
the respondents’ rights for anonymity was sent with each
questionnaire. Table 1 provides specific information
regarding the key features of the sample.

Measure

Organizational Ethical Climates (Egoistic, Benevolent,
Principled)

Ethical climate questionnaires (ECQs) have been used in
many studies where ethical climate is the principle variable
(Parboteeah et al. 2010). Although Victor and Cullen
proposed nine possible ethical climate types, the local type
is one of the best to understand the employees within an
organization (Parboteeah and Kapp 2008). Employees were
asked to rate the organizational ethical climate as they
perceive it in the workplace on a six-point Likert-type
scale, where 1 is ‘Strongly disagree’ and 6 is ‘Strongly
agree’. Example of items included are ‘What is best for
everyone in the company is the major consideration here’
and ‘It is very important to follow the company’s rules and
procedures’.

Cronbach’s alpha was equal to 0.79 for benevolent, to
0.80 for principled and to 0.67 for egoistic ethical climates.
Consistently with Hair et al. (2006), we considered Cron-
bach’s alpha higher than 0.6 to be a good indicator of
internal reliability. With regard to the measure of Egoistic
climate, we also observed that other studies had accepted
the construct with Cronbach’s alpha slightly above 0.60
(e.g. Cullen et al. 2003).

HRM Practices

The measurements for HRM Practices could not be gen-
erated exclusively from what was established in literature.
We had, therefore, to generate a measurement for the set of
HRM practices aimed at developing organizational ethics.
In order to do so, we followed three steps. First, we carried
out an extensive literature review that allowed us to obtain
a set of practices considered by literature to have the aim of
developing organizational ethics (mostly based on Beatty
et al. 2003; Buckley et al. 2001; Budd and Scoville 2005;
Caldwell et al. 2011; Deckop 2006; Greenwood 2002,
2013; Pinnington et al. 2007; Weaver and Trevino 2001;
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Wiley 2000; Winstanley and Woodall 2000, 2006). Later,
given that the reliability of a measurement hinges on the
precision and clarity of the questions being asked (Stein-
berg 2004), and that the content validity of a measurement
is verified if it reflects important contents of the domain
being measured (Carmines and Zeller 1991; Donald 2003),
we created six ‘national’ steering committees for the six
countries covered in the research. Each committee included
five HRM professionals operating in each country. The
committee had the purpose of assessing whether the pro-
posed HRM practices were relevant for the purpose of the
study, and if the proposed survey items were clear and
adequate. Following the input of the six committees, we
considered as being out of our scope practices that were not
clear or were not applicable to organizations with specific
features (in terms of size, industry, country, corporate
governance, etc.) or employees with specific features (in
terms of organizational level or job types). Given these
inputs, the authors went back to the literature and modified
the items accordingly. The revised questionnaire was again
sent to the steering committees to fine tune the wording.

The questionnaire was then submitted to the employees,
who were asked to rate to what extent their companies
implement the particular set of HRM practices—divided
according to the AMO theory—on a five-point Likert-type
scale where 1 is ‘Never’ and 5 is ‘Always’. Respondents
used a Likert frequency scale to evaluate how frequently
these practices are implemented in their organization.
Examples of the practices included in the questionnaire are:
‘presence of ethical leadership programmes’ (seen as an
ability-enhancing practice), ‘promoting awards for good
citizenship’ (seen as a motivation-enhancing practice) and
‘encouraging the reporting of unethical behaviour’ (seen as
an opportunity-enhancing practice). Cronbach’s alpha
coefficient was equal to 0.91 for ability-enhancing HRM
practices, 0.92 for motivation-enhancing HRM practices
and 0.91 for opportunity-enhancing HRM practices. The
questions included in the final questionnaire are given in
Appendix 1.

Employee perception of Sustainability (Sustainability)

Questions relating to sustainability were adapted from the
2012 MIT Sloan Management Review Research Report
(Haanaes et al. 2012). The questions were selected for this
study because they implicitly assume sustainability to be a
continuous process flowing from the past, through the
present, to the future. Before listing the specific questions,
the respondents were given the following definition of
sustainability: ‘The dynamic balancing of economic per-
formances, social performances and environmental perfor-
mances’. Employees were asked to rate the status of
sustainability in their companies’ agenda—in terms of
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management attention and investment—today, how has the
organization’s commitment towards sustainability—in
terms of management attention and investment—changed
in the past 3 years, and how they expect their organization’s
commitment towards sustainability—in terms of manage-
ment attention and investment—to change over the next
3 years. Cronbach’s alpha coefficient was equal to 0.82.
The list of questions used is given in Appendix 2.

Procedure

In this study, the items in the questionnaire were translated
from English into Italian, German, Polish, Spanish and
French, and then back-translated to ensure the accuracy of
the translations. Prior to the full survey, we ran a pilot test
of 20 employees working in the companies of the HRM
professionals belonging to the steering committees. During
the pilot test, participants were encouraged to ask questions
so that the ‘national’ version of the questionnaire could be
amended where there was the risk of any ambiguity. The
results of the pilot test indicated that respondents had no
problems in understanding the questions, and the items
included in the questionnaire were then back-translated
into English by a professional translator. Three English-
speaking experts checked that the back-translation corre-
sponded to the original. The survey was then extended to
the entire sample of employees.

It must be noted that selecting employees as survey
informants came from an explicit indication found in lit-
erature—where there is the distinction between ‘intended’
or ‘implemented” HRM practices (which provide a mana-
gerial perspective) and ‘perceived” HRM practices, which
reflect the employees’ perceptions (Nishii and Wright
2008).

Several studies have recognized the low correlation
between employee and manager perceptions in terms of
corporate HRM practices (Den Hartog et al. 2013; Liao
et al. 2009)—which means that managers and employees
have intrinsically different perspectives on the state of the
implementation of HRM practices (Nishii and Wright
2008). We then decided to focus on the employees’, rather
than the managers’, perception, because this is the most
significant unit of information to use for understanding the
consequences of HRM practices (Purcell and Hutchinson
2007).

Analysis

We followed the same data analysis approach used by
Parboteeah et al. (2010) in a closely related study. We
carried out a factor analysis to examine the factor structure

of the organizational ethical climate and the items relating
to AMO practices. The scales with their appropriate items
were then developed into constructs based upon their factor
loadings. The hypotheses were then tested using partial
least squares (PLS) path models.

Results

A PLS path model was used to study the relationships
between different variables and the weight played by each
on the others. PLS is a family of alternating least squares
algorithms, which extend principal components analysis
and canonical correlation analysis. The method, developed
by Wold (1982), was first introduced in the context of
linear multiple regression models; more recently (Loh-
moller 1989; Wold 1985), the PLS estimation algorithm
has been adopted in the SEM-LV (Structural Equation
Models with Latent Variables) framework as an alternative
to the covariance structure estimation procedure (Bollen
1989), which makes use of the well-known LISREL pro-
cedure. LISREL is the acronym for linear structural rela-
tionships, used for the model and also for the computer
software developed by Joreskog and Soérbom (2006). SEM-
LV models, known also as path analysis models, make
reference to the analysis of the relationships existing
between latent, not directly observable, variables, which
are also defined as latent constructs.

Partial least square is used as an alternative for situa-
tions where the theory is scarce or when, as in the present
case, the measurements or variables are not adjusted for a
real distribution. Estimations in PLS do not imply any
specific statistical model and, therefore, avoid the need for
carrying out suppositions concerning the scales of the
measurement (Fornell 1982). In this model, latent variables
(LVs) are expressed by ability, motivation, opportunity,
sustainability, egoism, benevolence and principles.

The sets of exclusive proxy variables linked to the latent
variables included in the model should possess a high level
of reliability, also called the ‘internal consistency’ of the
scale. Cronbach’s alpha coefficient is used for this kind of
measurement, obtained as an average of the correlations
between every proxy variable pair.

The relationships between latent variables and manifest
variables are defined using reflective measure specifica-
tions. Generally, PLS path modelling includes two differ-
ent kinds of outer models: reflective (mode A) and
formative (mode B) measurement models. Theoretical
reasoning could induce us to choose the outer mode (Di-
amantopoulus and Winklhofer 2001). In a reflective model,
the latent construct exists independently of the measure-
ment, causality flows from the construct to the indicators

@ Springer



334

M. Guerci et al.

Table 2 Results from the complete model

Path T statistics
coefficient  (bootstrap)
Ability — benevolence 0.1944 10.0875
Ability — egoism 0.0533 1.6290
Ability — principles 0.2003 9.8799
Ability x sustainability — egoism —0.0691 1.2473
Ability x sustainability — benevolence 0.0007 0.0383
Ability x sustainability — principles 0.0642 3.3611
Motivation — benevolence 0.0289 1.2713
Motivation — egoism 0.2187 9.0569
Motivation — principles —0.0945 4.1939
Motivation x sustainability — 0.0548 2.1328
egoism
Motivation x sustainability — 0.1644 6.9227
benevolence
Motivation x sustainability — 0.1092 4.5110
principles
Opportunity — benevolence 0.1946 8.6054
Opportunity — egoism 0.0239 0.9991
Opportunity — principles 0.1767 7.4082
Opportunity x sustainability — 0.0712 1.6147
egoism
Opportunity x sustainability — 0.0709 2.8911
benevolence
Opportunity x sustainability — 0.0504 2.0794
principles
Sustainability — benevolence 0.1316 8.6686
Sustainability — egoism 0.0372 0.9479
Sustainability — principles 0.1843 12.6177

and changes in the latent variables must precede any var-
iation in the indicators, so that the indicators all share a
common theme and are interchangeable.

The difference in casual direction has profound impli-
cations for both measurement error and model estimation
(Diamantopoulus and Siguaw 2006). MacKenzie et al.
(2005) found that construct misspecification affects the
results of the structural model analysis. Freeze and Raschke
(2007) provide guidelines and suggestions for researchers.
The analysis was developed using Smart PLS 2.0 software
(http://www.smartpls.de/).

Findings and Hypothesis Testing

To assess the ‘indicator reliability’, we examined the
loadings of all the PLS analysis reflective indicators and
found that all the outer loadings were greater than 0.4, as
suggested by Churchill (1979).

Establishing convergent and discriminant validity in
PLS requires an appropriate AVE (average variance
extracted) analysis. The values of the AVE indices, which
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are used to measure the percentage of variance explained
by each factor and which are applied within each latent
construct, calculated for all the latent variables considered
were all greater than 0.5. This confirms the convergent
validity and the goodness of the model (Henseler et al.
2009). Discriminant validity was also satisfied, with the
square root of the AVE of each construct being greater than
the correlation of the specific construct with any of the
other constructs in the model.

Applying the hypothesized model, we began with the
complete model reported in Table 2.

Based on the results in Table 2, we eliminated the least
significant links and ran a ‘reduced model’ for a re-estima-
tion of its parameters. The values of the AVE indices for the
‘reduced’ model were again greater than 0.5 (Table 3), thus
confirming the convergent validity and the goodness of the
model here also (Henseler et al. 2009). Discriminant validity
is satisfied, with the square root of the AVE of each construct
being greater than the correlation of the specific construct
with any of the other constructs in the model.

Therefore, we formulated the model as reported in Table 4.

The path coefficients presented in Table 4 are stan-
dardized regression coefficients, which connect latent
variables to each other and quantify the direct impact of
each explanatory variable on the concepts to which it is
linked by constrained causality. Variable significance is
assessed by bootstrap re-sampling, using a minimum of
200 resamples of size 6,000. According to Efron and
Tibshirani (1998), 200 replications are generally sufficient
for estimating standard errors.

Results indicate that Hypothesis la is not supported,
because this link is not significant (+ = 1.629); Hypotheses
1b and lc are supported, because the links are significant
and the coefficients are positive (respectively, f = 0.208
and 0.199); on the contrary, Hypothesis 2a is not supported,
because, while the link is significant, motivation directly
affects egoism (ff = 0.226); Hypotheses 2b and 2c are also
not supported, as, for Hypothesis 2b, the link is not sig-
nificant (+ = 1.271), while, for Hypothesis 2c, the link is
significant, but the coefficient is negative (f = —0.093).
For the third set of Hypotheses, also, the results vary:
Hypothesis 3a is not supported, because this link is not
significant (r = 0.999), while Hypotheses 3b and 3c are
supported, because the links are significant and the coef-
ficients are positive (respectively, f = 0.216, 0.180).
Lastly, Hypothesis 4a is not supported, because the mod-
erations are not significant (r = 1.247, 2.133, 1.615);
Hypothesis 4b is partially supported, because only the
moderations between ability and benevolence, and between
opportunity and benevolence are significant and the coef-
ficients are positive (f = 0.048, 0.170); Hypothesis 4c is
supported, because the links are significant and the coef-
ficients are positive (f = 0.064, 0.109, 0.052).


http://www.smartpls.de/

HRM, Organizational Ethical Climates and Sustainability 335
Table 3 AVE indices and correlation matrix
AVE 1 2 3 4 5 6 7 8 9 10 11 12
Ability 0.6 0.77
2 Ability x sustainability — 0.5 -0.23 0.70
principles
3 Ability x sustainability — 0.5 -0.23 1.00  0.70
benevolence
4 Benevolence 0.8 0.39 0.05 0.05 091
5  Egoism 0.6 0.18 0.01 0.01 025 0.77
6  Motivation 0.6 075 —-0.17 -0.17 035 0.23 0.80
7  Motivation x sustainability — 0.5 —0.18 0.76 0.76 0.10 0.04 —-0.20 0.72
principles
8  Opportunity 0.6 0.74 —-0.17 —-0.17 038 0.18 0.80 —0.19 0.75
9  Opportunity x sustainability - 0.5 —0.18 0.76 0.76 0.08 0.03 —-0.19 0.84 -0.22 0.68
benevolence
10 Opportunity x sustainability — 0.5 —0.18 0.76 0.76 0.08 0.03 -0.19 0.84 —-0.22 1.00 0.68
principles
11 Principles 0.6 0.31 0.06 0.06 048 0.24 0.25 0.08 0.30 0.07 0.07 0.79
12 Sustainability 0.7 051 —-033 —-033 0.26 0.09 052 -0.37 051 —-033 -033 0.25 0.86

The square root of the AVE is shown in bold along the diagonal

Table 4 Estimations for the
resulting model

Path coefficients T statistics (bootstrap)

Ability — benevolence
Ability — principles

Ability x sustainability — principles

Ability x sustainability — benevolence

Motivation — egoism

Motivation — principles

Motivation x sustainability — principles

Opportunity — benevolence

Opportunity — principles

Opportunity x sustainability — benevolence

Opportunity x sustainability — principles

Sustainability — benevolence

Sustainability — principles

0.2081 10.2218
0.1987 9.2201
0.0639 3.2478
0.0476 2.8511
0.2254 18.709
—0.0930 3.8847
0.1085 4.1498
0.2158 10.8377
0.1804 7.2269
0.1699 8.7504
0.0515 1.9460
0.1161 6.8350
0.1828 12.8967

The coefficients of determination of the endogenous
latent variables R2 are equal to 0.156 for principles, 0.210
for benevolence and 0.051 for egoism; in literature, a value
of the index R2 greater than 0.1 is acceptable (Duarte and
Raposo 2010) and, for this reason, the model is not suffi-
ciently good to explain egoism.

Discussion

Our study contributes to the field of organizational ethics
by providing empirical evidence of the relationship
between HRM practices and ethical work climates. Three
main results emerge from our study: (i) HRM systems
comprising ability-, motivation- and opportunity-

enhancing practices influence all sorts of ethical work cli-
mates and (ii) different HRM practices have distinct effects
on each different type of ethical work climate; (iii) an
organizations’ sustainability orientation affects the rela-
tionship between HRM practices and ethical work climates.

The Ethical Role of HRM Systems

Past research on organizational ethics had investigated the
role of HRM practices almost exclusively at the individual
level—showing how they could affect ethical behaviour.
The exclusive focus on the individual level is inconsistent
with the idea that HRM practices should have a broader
impact on organizational life and, in particular, alter the
context in which employees operate and make ethical
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decisions (Way and Johnson 2005). Our results demon-
strate that this role exists, since HRM practices alter the
climate in which employees are embedded in three ways:
(i) by increasing the benevolent climate, whereby ‘taking
care of others’ is a shared value in the social system; (ii) by
increasing the principled climate, whereby complying
ethical rules and standards is also a shared belief and, (iii)
surprisingly, by increasing the egoistic climate.

As such, a first general implication of our study is that
HRM practices do not simply align employees towards
specific ethical behaviour (Werbel and Balkin 2010), but
affect the overarching ethical values in which employees
are embedded. This is an encouraging result, because it
possibly shows that there is a more powerful role for HRM
practices within the ethical domain. HRM practices, in fact,
are more effective when they create a context where the
expected behaviour emerges spontaneously rather than
when they instigate a particular conduct directly through
incentives or sanctions. Direct incentives to ethical
behaviour can be in fact ‘too expensive’ for the organiza-
tion, and also generate ‘crowding-out’ effects, whereby
employees act ethically only when they expect an explicit
incentive. Rather, by altering the social and organizational
context in which employees are embedded, employees can
act ethically regardless of direct incentives.

Different Ethical Roles for Different HR Practices

The results also highlight that each type of HRM practices
provides a particular contribution to the ethical work cli-
mate. Ability- and opportunity-enhancing practices exert
the expected—positive—impact on benevolent and prin-
cipled organizational ethical climates. The combined effect
on principled and benevolent climates provides specific
evidence that ability- and opportunity-enhancing practices
embody both values-oriented and compliance-oriented
ethics programmes (Weaver and Trevino 2001). Consis-
tently with our hypotheses, the generalized ‘perception’
that an organization ‘rewards, supports and expects’
attention to rules (principles) and care for stakeholders and
colleagues (benevolence) is signalled when the company
creates the conditions for higher ‘sensitivity’ and compe-
tencies regarding the topic (ability-enhancing practices)
and when it provides social norms and infrastructures
explicitly meant for ethical purposes (opportunity-enhanc-
ing practices).

Unexpectedly, though, the results do not highlight any
significant effect of ability and opportunity practices on
egoistic climate. Past research supports two contrasting
interpretations of egoistic climate. On one hand, benevo-
lent and principled climates are often negatively correlated
with the egoistic climate (Bulutlar and Oz 2009; Par-
boteeah, et al. 2010), which might suggest that they
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‘substitute’ opportunistic, self-interested goals with others
oriented towards the well-being of stakeholders and col-
leagues. This interpretation views egoism as a negative
feature of the context, where self-interest equates oppor-
tunistic behaviour at the expense of others. On the other
hand, the egoistic climate is typically conceived as being
distinct from benevolent and principled climates (Victor
and Cullen 1988), and the latter do not necessarily affect
the former. In this regard, the egoistic climate has a more
neutral meaning, simply indicating the pursuit of self-
interest. Since practices that increase principled and
benevolent climates do not affect egoism, we believe that
our study supports the second interpretation. The egoistic
climate does not stand in stark contraposition to principled
and benevolent climates because employees can pursue
both personal and social goals. The organization also
‘rewards, supports and expects’ behaviour and goals that
require some degree of self-interest—e.g. career ambitions,
production or selling targets, etc. If the pursuit of self-
interest does not necessarily harm others or involve
unethical behaviour, ability- and opportunity-enhancing
practices—which mostly aim at spotting or avoiding
unethical behaviour—do not ‘get a grip’.

The results concerning motivation-enhancing practices
are compelling, since none of our expectations were con-
firmed. Rather, motivation-enhancing practices manifest a
positive impact on egoistic climate and a negative one on
principled climate—with no reported significant impact on
benevolent climate. Motivation-enhancing practices there-
fore work in the opposite direction from what is typically
expected by organizations: instead of building a context
that is supportive of ethical, pro-social, behaviour, they
engender the egoistic climate which nurtures self-inter-
est—which, as we argued before, does not necessarily
equate unethical behaviour. While unexpected, the result is
not fully surprising. A few previous studies have in fact
suggested that motivation-enhancing HRM practices could
be cautiously included (e.g. compensation systems and
performance appraisal) in programmes concerned with
ethics. While it is true that many authors consider moti-
vation-enhancing HRM practices as potentially important
for organizational ethics (e.g. Winstanley and Woodall
2006; Claydon 2000), other authors (e.g. Weaver and
Trevino 2001) suggest that practice based on punishments
and rewards does not necessarily guarantee a working
environment where the aim is for people to support one
another (and for this reason related to benevolent organi-
zational ethical climate) or to respect the company prin-
ciples (and for this reason related to principled
organizational ethical climate). Our results support the
latter interpretation. We can explain it by suggesting that
performance goals, bonuses and awards relating to ethical
behaviour can contribute towards self-interest, rather than
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inhibiting it. Employees, in fact, do not react in a disin-
terested way to bonuses, sanctions, etc., but, rather, they
can be interpreted as the means of achieving self-interested
goals (such as promotion, money, etc.). Employees may
‘use’ ethical behaviour not as a new intrinsic value, but as
an extrinsic motivator. Research from cognitive psychol-
ogy shows that ethical activities—which individuals per-
form because of their intrinsic motivation—are affected
negatively by extrinsic motivations (Gneezy and Rustichini
2000). Osterloh et al. (2002) described this in terms of
‘crowding out’. The authors argued that linking perfor-
mance with extrinsic motivators would actually have a
negative impact on the employees’ motivation because
they would be willing to perform a particular task only
when the extrinsic motivators are in place. It follows that
individuals who were formerly motivated intrinsically to
conduct themselves ethically would progressively consider
it to be ‘normal’ to receive incentives in return—and could
pursue personal rather than collective interests. So,
receiving rewards for normally expected ethical behaviour
may be in conflict with some employees’ beliefs that eth-
ical behaviour should be its own intrinsic reward, and that
ethical behaviour is diminished if it is rewarded. Therefore,
short of customizing them to the specific motivations of
individual employees, rewards for ethical conduct can be
best presented in the form of long-term rewards, such as
promotions, rather than as pecuniary rewards (e.g. bonu-
ses), so as not to diminish the status of ethical behaviour in
the minds of people who act ethically.

The Ethical Role of Corporate Sustainability

Last, our results confirmed the role that corporate sus-
tainability orientation has on the different variables
examined in this study. The results provide evidence that
the perception of such orientation does make a positive
difference and should be taken into account. Recent
research suggests that the importance for an organization in
‘investing’ in sustainability has, however, remained largely
elusive, leading us to wonder whether the increasingly
‘mainstream’ concept of sustainability is nothing more than
a managerial fad (e.g. Burritt and Schaltegger 2010). Our
results suggest otherwise, highlighting its positive role in
establishing benevolent and principled ethical climates.
The results further suggest that the overall orientation of a
company towards sustainability works as a sort of ‘ethical
framework’ within which ability- and opportunity-
enhancing practices become ‘more powerful’ in their
capacity to build benevolent and principled climates—and
so align employees towards ethical behaviour. Accord-
ingly, the perception that the company is moving towards a
better sustainability balance can be considered as a key
condition for maximizing the impact of HRM practices

aimed at developing organizational ethics on the ethical
climate of an organization.

Practical Implications, Limitations and Future
Research

In this final section, we will present the implications of our
findings for HRM practice, research and teaching, the basic
limitations of this study and the possible avenues for fur-
ther research.

In terms of practical implications, we can derive two
managerial recommendations for HRM practice from the
results of this research. First, the results suggest that there is
the opportunity to assign different priorities to the different
components of the HRM system (i.e. ability-, motivation-,
and opportunity-enhancing practices) when the purpose is to
establish principled and benevolent ethical climates.
According to our results, we recommend that an HRM
department wanting to improve its benevolent and princi-
pled ethical climates (shown to be connected to positive
outcomes in the workplace, such as employee well-being,
job satisfaction and staff commitment) to focus on selection/
training processes (ability-enhancing practices) and
employee involvement (opportunity-enhancing practices).

The second managerial recommendation concerns the
context in which the company’s HRM system affects
organizational ethical climates. Results suggest that linking
an organization’s overall orientation towards sustainability
is critical in order to maximize the impact of HRM ethical
practices on organizational ethical climates. Indeed, when
included in a more comprehensive organizational strategy
that stresses the company’s orientation towards sustain-
ability and makes this clear to its employees, the practices
being studied have a greater impact on ethical climates.
This requires a vertical integration between the organisa-
tion’s strategy regarding people and its overall strategy, as
well as a strong collaboration between HRM managers and
professionals and other managers in the organization.
According to our results, a special working partnership
should be established between the managers and profes-
sionals responsible for sustainability/corporate social
responsibility (CSR) in the company, as highlighted by
other studies on the topic (e.g. Gond et al. 2011).

The present study also has interesting implications for
HRM teaching. Recent studies on the topic (e.g. Van Buren
IIT and Greenwood 2013) have called for an educational
focus to explicitly address the ethical roles and responsi-
bilities of HRM functions and practitioners. Those making
the calls suggest that HRM teaching which does not equip
students with the wherewithal to manage the ethical impli-
cations of any employment relationship cannot help them in
assuming a strategic role in their present or future
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companies. Following the findings that have emerged in this
study, we will add our voice to this call: on top of the need to
make students aware about the inherent ethical component
within an employment relationship, this study has demon-
strated that HRM practices have a significant impact on the
overall ethics of an organization (i.e. its organizational
ethical climates). As a result, HRM education should also
provide students with research-based recommendations
regarding what HRM practices are, and how and under what
conditions they can affect organizational ethics.

As in most research projects, the present study has several
limitations that should be acknowledged, all of which provide
opportunities for further research. The first limitation regards
the fact that it tested the direct correlation between a set of
HRM ethical practices and organizational ethical climates,
without focusing on the processes and mechanisms under
which that relationship takes place. The second limitation
relates to our adopted concepts of HRM practices: according
to AMO theory, a ‘functional’ view of the HRM systems (i.e. a
coordinated set of practices aimed at influencing the
employees’ ability to perform, their motivation to perform and
their opportunities to perform) is implicitly adopted, while it is
still under debate in literature (Guest 201 1; Boxall and Macky
2009; Godard 2010), because it does not include any ‘func-
tional” work practices, such as diversity management or team-
working. The third limitation regards the stages of imple-
mentation for HRM practices (e.g. intended or actually per-
ceived HRM practices, Nishii and Wright 2008); this study
focused on perceived HRM practices, by examining the
employees’ point of view. As a result, the study relied on self-
reported surveys from one source and at one point in time. In
addition, since all data were obtained from a common ques-
tionnaire, it is possible that common method variance might
have inflated the true relationships between the antecedents
and the outcomes. The final basic limitation is about the
indicators used for measuring the HRM practices. The ques-
tionnaire used measured how frequently specific HRM ethical
practices are implemented, without focusing, for example, on
their coverage or level of sophistication.

On the basis of the limitations presented above, we will
both advance and discuss specific avenues for future research.

The first possible research path relates to studying the
correlation between a set of HRM ethical practices and
organizational ethical climates. This study can be seen as
first step in analyzing that relationship, as certain intriguing
points remain open. In particular, future research might
focus on the processes and mechanisms whereby that rela-
tionship takes place, such as, for example, longitudinal
studies which can explain how specific interventions grad-
ually contribute to establishing positive organizational eth-
ical climates. Furthermore, since the model being tested also
includes a strict linear view of causality, which goes from
inputs to outcomes, future research about the processes that
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connect HRM practices and organizational ethical climates
could test for ‘reverse causality’, following those who argue
that outcomes exert an important role in defining HRM
practices (Boselie et al. 2005). In addition, in reference to the
recent research advancement in the area of moral psychol-
ogy and behavioural ethics, future research might take into
consideration some individual-level variables that can affect
the relationship among HRM practices, organizational eth-
ical climates and ethical behaviour. For example, assuming
the frequently used framework proposed by Rest et al.
(1999), specific individual factors regarding moral aware-
ness, moral judgement, moral motivation and moral
behaviour could be tested as moderators of the relationship
between HRM practices and organizational ethical climates
and those of the relationship between organizational ethical
climates and individual ethical behaviour.

A second possible avenue for future research relates to
the ‘functional’ view of the HRM systems adopted in this
study and presented above. Future research can overcome
that particular limitation by testing the impact on organi-
zational ethical climates of both HRM practices—relating
to the management of the people who perform the work in
the organization—and work practices—relating to the
management of the work domain, such as team-working
practices (Boxall and Macky 2009). By extension, the
model tested in this study can be used as a stepping stone
for more comprehensive models that are likely to be multi-
level in nature, in order to address the concerns posed by
Huselid and Becker (2000) who, in one of the first studies
on strategic HRM, recommended that readers should not
consider the HRM system as the only possible explanation
of organizational performance.

Furthermore, the stages of implementation of HRM
practices can open interesting roads for future research. As
noted above, this study focused on perceived HRM practices,
by considering the employees’ point of view. Concerning the
ongoing debate regarding the reliability of raters in HR lit-
erature (e.g. Huselid and Becker 2000; Gerhart et al. 2000;
Wright et al. 2001), future research can be based on research
designs involving multiple respondents, which could
acknowledge the points of view of HRM system designers
(i.e. HRM managers and professionals) and of the HRM
system ‘implementers’ (i.e. line managers). In addition,
future research can test the implementation of ethical HRM
practices in terms of their quality, using different measure-
ments, related, for example, to the coverage, intensity or
sophistication of HRM practices (Boselie et al. 2005).
Alternatively, the use of subjective evaluative items could be
useful, since HRM literature has argued that inadequate
implementation of specific HRM practices may be more
damaging than its absence (Wright and Gardner 2003).

A final suggestion for future research relates to the
European scope of the present study, which, in HRM terms,
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is a mixture of homogeneity and heterogeneity (Mayrhofer
et al. 2012). Indeed, while this sample is suitable for the
current study because it focused on six European countries in
order to control heterogeneity, the background and practices
of European organizations may limit the transfer of these
findings to other cultural or organizational settings. In fact, it
is arguable that the establishment of common public policies
driven by the European Union—relating, for example, to the
development of human capital or the ‘internal’ labour market
mobility—has triggered a homogenization process of HRM
practices among national states. Recognizing the importance
of national cultures and institutional settings for HRM
practices, future research in other countries and different
institutional settings would be valuable to investigate the
possible relationship between HRM ethical practices, sus-
tainability and organizational ethical climates.

In conclusion, the present paper contributes towards the
understanding of the impact of HRM practices on organi-
zational ethics, by focusing on their specific relationship
with organizational ethical climates. The study found that
ability-enhancing and opportunity-enhancing HRM prac-
tices are related to benevolent and principled organiza-
tional ethical climates, whereas motivation-enhancing
HRM practices are related to the egoistic climate. In
addition, the findings highlighted the moderating effect of
employee perceptions regarding corporate sustainability
orientation on those relationships. These results present an
insight into the implications for HRM practices, because
they can be used by practitioners as a broad guideline for
developing specific ethical climates via HRM; for HRM
teaching, because these findings emphasize the need for
greater integration of ethics in HRM education; and for
HRM research, because this study, beyond its actual find-
ings, suggests a direction for critical research that can
enhance our understanding of the relationships between
HRM practices, organizational ethical climates and a cor-
porate orientation towards sustainability.

Appendix 1: Questionnaire on HRM Practices Aimed
at Developing Organizational Ethics

We would like to ask you some questions about the HRM
practices used in your organization. Please answer the fol-
lowing in terms of how it really is in your company, not how
you would prefer it to be. Please indicate to what extent your
organization implements the following HRM activities.
(Never; Rarely; Occasionally; Frequently; Always)

(Ability-Enhancing HRM Practices)

Developing ethical brochures and other materials
used to attract job applicants.

Attracting and selecting employees who share the
organization’s values.

Hiring employees who exhibit relatively high levels
of moral development.

Training interventions that focus on the values of the
organization.

Presence of ethical leadership programmes and
extensive training on the ethical values of the
organization.

Creating cognitive conflict to stimulate independent
decisions in ethically ambiguous situations.
Developing employee skills in engaging and com-
municating with stakeholders.

(Motivation-Enhancing HRM Practices)

Developing performance goals that focus on means as
well as on ends, using not only outcome-based, but
also behaviour-based, performance evaluations.
Linking bonuses and variable pay to ethical behav-
iour based on social performance objectives.
Promoting awards for good citizenship (moral behaviour).
Sanctions for managers and employees who breach
the organization’s ethical standards.

(Opportunity-Enhancing HRM Practices)

Job design encourages employees to take ethics-
related decisions.

Presence of employee volunteer programmes.
Encouraging members to provide solutions when the
organization faces ethical problems.

Involving employee representatives and unions in the
design, application and review of the ethical infra-
structure of the company.

Career mechanism is fair, visible to all and linked to
the respect of organizational ethical standards.
Employee surveys in place to monitor the ethical
climate of the organization.

Encouraging the reporting of unethical behaviour and
supporting whistle-blowing on ethical issues.

Appendix 2: Questionnaire on Employee Perception
of Sustainability

We would like to ask you some questions about to what
extent you think your company is moving toward sustain-
ability, intended as the dynamic balancing of economic
performances, social performances, and environmental
performances. Please answer the following in terms of how
it really is in your company, not how you would prefer it to
be.
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What do you believe is the status of Never Excluded from the Temporarily On the agenda  Already permanent
sustainability in your companies’ agenda— considered agenda, because on the permanently, fixture and core
in terms of management attention and for the viewed as a agenda, but but not core strategic
investment—today? agenda (1) passing fad (2) not core (3) 4) consideration (5)

How has your organization’s commitment Significantly Somewhat No changes Somewhat Significantly
towards sustainability—in terms of decreased decreased (2) 3) increased (4) increased (5)
management attention and investment— (€))
changed in the past 3 years?

How do you expect your organization’s Will decrease  Will decrease No changes Will increase Will increase
commitment towards sustainability—in significantly somewhat (2) 3) somewhat (4) significantly (5)
terms of management attention and )]
investment—to change over the next
3 years?
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