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CHAPTER I 

INTRODUCTION 

Salespeople's performance effectiveness is often 

linked to the supervisory actions that seek to influence 

such performance. However, when salespeople's ethical 

conduct is of concern, such intervention frequently 

addresses the organizational consequences of such 

behavior, and thus focuses on the actions that are 

related to the consequences, not to the ethical behavior 

per se. 

Hence, there seems to be a rather bewildered 

approach to management intervention in salespeople's 

ethical behavior, mainly because there is not a clear 

separation between such behavior and its organizational 

consequences, or between the individual utilitarian 

motives that urge people to behave ethically and the 

organizational utilitarian motives that cause firms to 

maximize salespeople's performance effectiveness. As 

one of our survey sales managers commented, "we usually 



fail to note the distinction between a sales position/ 

policy versus an ethical issue." 

The issue of organizational consequences of ethical 

actions has become paramount. In a recent survey of 

1,070 Columbia University business school alumni 

(classes of 1953 to 1987), "40% said they had been 

implicitly or explicitly rewarded for taking some action 

they considered to be ethically troubling—twice as many 

as were rewarded in some way for refusing to do 

something ethically wrong" {Wall Street Journal, 1990). 

Moreover, one third of those who refused to take some 

ethically troubling action reported that they had been 

penalized for their choice with either punishment or a 

loss of confidence and social status within the company. 

In an earlier report, Wilson (1984) presented several 

cases in which "some unethical conduct can be beneficial 

to a company and its shareholders." Examples include 

deceptive advertising, pollution violations, bribery and 

antitrust price-fixing. Wilson also illustrates the 

fact that some managers often set targets for their 

subordinates that are impossible to meet. As a 

consequence, some subordinates will admit failure, and 

some will do anything, including unethical acts, in 

order to claim success. 



Research Problem 

Several questions have to be answered in order to 

shed light on the confusion between a behavior's 

ethicality and its organizational consequences and, 

thus, get a better understanding of the actual impact of 

supervisory actions on ethical salespeople behavior. 

First of all, is it possible to influence a 

salesperson's ethical conduct? Or, as some 

organizational behaviorists put it, are there 

situational constraints (facilitators and inhibitors) 

that managers can use in order to influence 

subordinates' ethical conduct? Can managers facilitate 

wanted behaviors or inhibit unwanted behaviors? 

Second, assuming a positive answer to the previous 

question, what type of situational constraints 

(facilitators and/or inhibitors) can be used 

effectively? Are rewards and punishment effective 

facilitators of wanted behaviors and inhibitors of 

unwanted behaviors, respectively? 

Third, is there in the organization a common base 

for understanding what is ethical and unethical 

behavior? Is it not possible that a supervisor sees 

unethical conduct where a subordinate sees an ethical 

one, or where, as it almost always seems to occur, the 



ethicality of an action is not judged under the same 

criteria? 

Fourth, is there in managers' use of situational 

constraints a stable orientation towards either 

impacting upon salespeople's ethical and unethical 

behaviors or affecting the organizational consequences 

of such behaviors? In other words, what is the purpose 

of using facilitators and/or inhibitors? Is it to 

influence the ethical or unethical conduct of a 

salesperson, or is it to act on the consequences of such 

conduct to the organization? 

Fifth, are there other important factors in 

addition to the ones mentioned above that influence 

managers' use of situational constraints? What about 

some of managers' individual and organizational 

characteristics? The literature on these 

characteristics, as related to ethical outcomes, has 

been increasing rapidly in recent years. 

Purpose of the Study 

This study investigates the supervisory actions 

that influence salespeople's performance in situations 

that involve ethical decision making. It analyzes the 

situational constraints (particularly rewards and 

punishment) of salespeople's behavior, and the 



conditions under which these constraints become more or 

less adequate. Two conditions are paramount: (a) the 

organizational consequences of salespeople's ethical 

behavior, and (b) managers' perceptions of ethicality. 

More specifically, this dissertation adds to research 

concerning factors related to use of disciplinary 

actions by management in curbing unethical salespeople 

behavior (Bellizi and Hite, 1989) by analyzing the role 

of rewards in enhancing salespeople's ethical conduct 

and by examining the impact of the organizational 

consequences of salespeople's behavior upon managers' 

use of reward and disciplinary actions. 

Thus, the primary objectives of the study are: 

1) to analyze the role of rewards (management 

facilitators) in enhancing salespeople's 

ethical conduct in conditions of both positive 

and negative organizational consequences; and, 

2) to analyze the role of disciplinary actions in 

curbing salespeople's unethical behavior in 

conditions of both positive and negative 

organizational consequences. 

Moreover, managers' reward and disciplinary actions 

can also be influenced by their perceptions of ethical 

conduct. Some situations may be perceived as extremely 

unethical by some and only moderately unethical by 



others. In turn, managers' perceptions of ethicality 

can be influenced by the organizational consequences of 

salespeople's behavior. Consequently, the following 

complementary objectives are proposed: 

3) to examine the influence of managers' 

perceptions of ethicality on their use of 

rewards and discipline; and, 

4) to study the impact of organizational 

consequences of salespeople's behavior upon 

managers' perceptions of ethicality. 

Furthermore, in view of the fact that managers' 

choices and perspectives may also be affected by other 

factors, this research explores the antecedents of 

managers' reactions, i.e., the individual traits and 

organizational characteristics that may act upon both 

managers' choice of rewards and disciplinary actions, 

and their perception of ethicality. Because some 

factors may have a more durable or permanent effect on 

managers' perspectives, and some only a temporary 

effect, both the individual and the organizational 

antecedents are classified into structural and non

structural factors. A stronger and more stable 

influence on managers' choice is often attributed to the 

structural factors, whereas a weaker and short-lived 

effect is often attributed to the non-structural ones. 



Thus, subsequent objectives of this research are: 

5) to examine the mediating impacts of managers' 

characteristics, both individual and 

organizational, upon their reward and 

disciplinary actions; and, 

6) to investigate the mediating impacts of 

managers' characteristics, both individual and 

organizational, upon their perception of 

ethicality. 

Importance of this Study for Research 

on the Topic 

Previous research has shown that the ethical 

decision-making process of marketing and sales managers 

is determined by both deontological and teleological 

evaluations (Hunt and Vitell 1986; Vitell 1986; Hunt 

1990). More specifically. Hunt and Vitell hypothesized 

that ethical judgments (a main component of the 

decision-making chain) are influenced by both 

deontological and teleological evaluations, and that 

intentions to behave are determined by both ethical 

judgments and teleological evaluations, underscoring the 

importance of teleological evaluations in the process of 

ethical decision-making. Recently, Mayo and Marks 

(1990) undertook an empirical test of the core 
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relationships in Hunt and Vitell's model of marketing 

ethics, and found that teleological evaluations had the 

strongest influence on marketing researchers' ethical 

judgments and intentions. 

Earlier, Carroll (1975) and Bowman (1976) observed 

a general tendency for managers to focus on 

organizational expectations and goals rather than on 

personal norms due to the fact that they experience 

pressure to compromise their personal standards in order 

to achieve the goals of the organization. Carroll's 

survey concluded that young managers in business prefer 

to go along with their superiors to show their loyalty 

in matters that are related to judgments of morality—a 

sort of Gresham's law of ethics according to which 

personal codes are compromised in order to adhere to a 

code of business practices. 

Various empirical undertakings during the 1970's 

arrived at similar conclusions. Carr (1970, p.61) 

stated that "the ethic of corporate advantage invariably 

silences and drives out the ethic of individual 

restraint." Tarnowieski (1973) concluded that only one 

out of four business respondents said they have never 

been expected to compromise personal principles to 

conform to organizational standards. Brenner and 

Molander (1977) indicated in their replication of 



Baumhart (1961) that pressure imposed by superiors to 

perform in an unethical manner and the absence of a 

corporate ethical policy were the two main causes of 

unethical behavior. Such pressure to compromise 

personal ethics to achieve corporate goals was also 

ascertained for 95% of managers in a survey by Pitney-

Bowes Inc. (1977). 

Hunt and Vitell (1986) exemplified the use of their 

model by reanalyzing Sturdivant and Cocanougher's (1973) 

findings according to which about seven out of ten 

housewives, students and blue-collar workers perceived a 

given scenario (automobile safety) as unethical, whereas 

only five out of ten executives shared the same view. 

Sturdivant and Cocanougher attributed the differences to 

dissimilar ethical frameworks (deontological norms used 

to arrive at an ethical judgment), whereas Hunt and 

Vitell posed the question of how much variance can 

actually be attributed to ethical frameworks in the 

presence of different perceptions of the consequences of 

an ethical behavior. In fact, housewives and students 

may have perceived the case to be unethical because of 

the negative consequences that would fall on people for 

whom they cared, whereas executives may have perceived 

the negative consequences to fall on the company and/or 

the fellow workers for whom they cared. Thus, 
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differences in the degree of ethicality cannot be solely 

attributed to differences in ethical frameworks. As 

Hunt and Vitell stated succinctly, "different ethical 

judgments do not imply different ethical frameworks and 

similar ethical judgments do not imply similar ethical 

frameworks" (p. 14). 

From another perspective, Fritzsche and Becker 

(1983, 1984) observed that managers tend to utilize 

utilitarian rationale for their decisions, i.e., they 

would make decisions which are more ethical as the risks 

associated with making unethical decisions rise, 

assuming that significant short-term benefits accrue 

from unethical decisions. In a follow-up study, 

Fritzsche (1988) examined whether "the likelihood of 

making an ethical decision which yields positive 

benefits is inversely related to the magnitude of the 

negative consequences likely to result" (p. 30), and 

found empirical support for this hypothesis in the cases 

of bribery and conflict of interest, but lack of support 

in the cases of lying and whistleblowing. The author 

linked the lack of support to a method-artifact problem 

in their research, but concluded that there is, at 

least, "a consequential elasticity factor operating in 

bribery and conflict-of-interest dilemmas" (p. 37). 
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From still another perspective, Hensel and Dubinsky 

(1986) recognized and linked the prevalence of 

organizational consequences in ethical decision-making 

to expansion or contraction of the limits of consensus. 

Under normal circumstances, behavior would vary within 

some normatively prescribed limitations. Yet, during 

periods of duress, e.g., intense foreign competition, 

marketers would tend to expand the range of "acceptable" 

ethical behavior since emergency measures, e.g., 

protecting the domestic economy, would "justify" a less 

strict ethical behavior. The temporary expansion or 

contraction of the limits of consensus would accentuate 

the importance of organizational consequences in ethical 

decision-making, and the failure to realize that it 

takes place would explain "why marketers may appear to 

be engaging in behaviors that are not acceptable to 

society" (p. 65). 

Despite such a wide concern with the impact of 

organizational consequences upon an individual's 

behavior, however, and the intention to explain the 

latter, research has been scarce, especially in regard 

to the linkage between organizational consequences and 

an employee's behavior that involved an ethical problem. 

Moreover, recent findings showed several limitations in 

addressing the issue. Bellizi and Hite (1989) examined 
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the relationship between negative consequences (or their 

absence) and salespeople's ethical behavior, but did not 

address either the impact of positive organizational 

consequences on such behavior or the linkage between 

consequences and managers' perceptions of ethicality. A 

measurement of the manager's ethical judgment is needed 

in order to differentiate the impact of organizational 

consequences upon the respondent's ethical judgment from 

their impact upon the researcher's ethical judgment. 

Mayo and Marks (1990) used an ex-post measure of 

teleological evaluation ("rate each alternative in terms 

of how good or bad you viewed") and limited this 

evaluation to personal consequences, i.e., consequences 

that can directly affect the respondent, not the 

respondent's company. 

This study addresses both the negative and the 

positive organizational consequences (consequences for 

the company) of salespeople's ethical behavior. The two 

types of consequences are combined with two 

deontological situations in order to analyze the 

differential effects due to each combination. This 

study also measures managers' perceptions of ethicality 

or ethical judgment in order to distinguish this 

judgment from the researcher's assumption of what is 

ethical or unethical. 
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Analytically, this research investigates both the 

effects of organizational consequences and those of 

managers' perceptions of ethicality on management 

intervention that seeks to influence ethical salespeople 

behavior. It also investigates the competing effects of 

either organizational consequences or deontological 

conditions on ethical judgment, the joint effects of 

both independent variables on ethical judgment, and the 

separate and joint effects of both organizational 

consequences and deontological conditions on management 

intervention as represented by managers' use of rewards 

and punishment. 

In addition, this study tests alternative 

explanatory variables as suggested in the literature, 

the effects of managers' relevant individual and 

organizational characteristics on their use of both 

rewards and discipline and their perception of 

ethicality. 



CHAPTER II 

LITERATURE REVIEW 

Both facilitators and inhibitors of performance 

effectiveness have been said to be the main situational 

constraints of work outcomes in general (Podsakoff 1982; 

Schoorman and Schneider 1988), and ethical behavior in 

particular (Posner and Schmidt 1987). Yet, despite 

their complementary roles in understanding ethical 

conduct, only inhibitors have received attention in 

empirical research. Recently, Bellizi and Hite (1989) 

examined the effects of using supervisory discipline in 

curbing unethical salesforce behavior. 

In studies addressing nonethical organizational 

outcomes, such as work effectiveness, facilitators were 

found to be more effective than inhibitors, mainly 

because the former encouraged maximally attainable 

performance, whereas the latter, in the absence of 

facilitators, only permitted merely minimally acceptable 

performance (Guzzo and Gannett 1988). In organizational 

behavior research, facilitators were viewed not only as 

14 
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being distinct features of a work environment, but also 

as having more powerful effects on work performance than 

those attributed to inhibitors. This would happen 

because facilitators may simultaneously affect several 

of the direct causes of performance effectiveness as 

well as performance itself, whereas inhibitors may 

directly affect performance alone (Campbell and 

Pritchard 1976; Guzzo and Gannett 1988). 

Reward-punishment systems have also been 

investigated as salient facilitators and inhibitors of 

work effectiveness. It was found that an organization 

can effectively promote behaviors by using proper 

rewards and punishment procedures (Kerr 1988). In the 

presence of both rewards and punishment, actual rewards, 

such as pay raise and promotion, were found to be more 

effective than actual punishment, such as termination 

and verbal reprimand, whereas punishment was found to be 

more effective only in the absence of actual rewards 

(Arvey and Ivancevich 1980). Interestingly, these 

findings parallel those in which inhibitors became 

paramount in the absence of facilitators. 

Thus, the use of facilitators, particularly the use 

of reward systems, must be investigated along with the 

use of inhibitors or disciplinary procedures when 

studying the situational constraints of salespeople's 
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ethical and unethical behavior, and when examining the 

effects of management actions on wanted behaviors. 

In addition, the mediating effects of the 

organizational consequences of a person's ethical 

behavior upon management intervention has received 

limited attention. Hunt and Vitell (1986) hypothesized 

that perceived consequences of an ethical action can 

influence the outcome of the ethical decision-making 

process. Bellizi and Hite (1989) found that more severe 

disciplinary measures are applied when negative 

organizational consequences exist. 

• Finally, various authors have pointed out some 

individual and organizational characteristics of the 

manager to explain variations in management intervention 

preferences. The literature on these characteristics is 

broad and has to be carefully scrutinized in order to 

separate the relevant from the not so relevant. 

This chapter summarizes empirical research on all 

these issues and builds upon relevant work in three 

areas: organizational behavior, sales management, and 

business ethics. Specific contributions from each field 

are used to address three prime concerns in this study: 

(a) the use of situational constraints in management 

intervention to either enhance positive ethical conduct 

(through facilitators) or deter negative ethical conduct 
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(through inhibitors); (b) the factors that are related 

to the use of situational constraints and that 

essentially pertain to managers' orientation within the 

organization (influence of organizational consequences) 

and their perceptions of ethicality; and (c) the 

antecedents of managers' reactions and the role of these 

factors in the choice of facilitators and inhibitors, 

distinguishing the effects of structural factors from 

non-structural factors. The first two concerns relate 

to the first two objectives presented in Chapter one. 

The last concern is related to the last four objectives. 

Use of Situational Constraints 
in Organizational Behavior 

Situational constraints reflect the envi ronn^ental 

conditions which enable employees to achieve work 

effectiveness. Whereas past research emphasized the 

role of ability in work performance and focused on 

individual correlates of effectiveness (Lichtman and 

Hunt 1971), current research focuses more on exploring 

the issue of work conditions and attempts more precisely 

to account for the variability in performance at work 

(Schoorman and Schneider 1988). Since Argyris (1957) and 

McGregor (1960) attempted to specify work conditions 

that will release the motivation that all workers were 
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thought to possess, employee motivation and the work 

conditions that inhibit employee effectiveness have 

received central attention. Peters and O'Connor (1980) 

argued that situational constraints affect the 

motivation of the individual employee and have a 

different impact on performance by either allowing 

abilities to be utilized to their fullest (facilitation) 

or by constraining the expression of worker abilities 

(inhibition). Thus, potential facilitators and 

inhibitors of effectiveness exist in all work 

environments, and can be used to either enhance or deter 

work performance respectively (Campbell and Pritchard 

1976). The measurement of work inhibitors is 

extensively addressed by Peters and O'Connor (1988). 

Use of Facilitators and Inhibitors 

Facilitators and inhibitors are distinct features 

of a work environment that have been shown to be in 

opposition only at times. Based on empirical research, 

Guzzo and Gannett (1988) concluded that facilitators 

simultaneously affected several of the direct causes of 

performance effectiveness in addition to performance per 

se, and that facilitators tended to push the performance 

of individuals and groups toward levels of maximal 

effectiveness. Confirming previous results (Steel and 
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Mento 1986), Guzzo and Gannett (1988) also concluded 

that inhibitors, for the most part, directly affected 

performance, that some of their effects were, in part, 

mediated by some individual and organizational 

characteristics, and that inhibitors tended to restrict 

performance toward minimally acceptable levels of 

effectiveness by individuals and groups. As a result, 

it was perceived that the absence of an inhibitor could 

lead to higher performance than the presence of an 

inhibitor, while it also was perceived that the absence 

of a facilitator could lead to lower performance than 

the presence of a facilitator. 

Managerial Facilitators and Inhibitors 

A taxonomy of facilitators and inhibitors was 

offered by Katz and Kahn (1978), who provided an open-

systems framework that classified the activities and 

events in an organization in terms of five generic 

subsystems: supportive, maintenance, production, 

adaptive, and managerial. The relevant subsystem for 

the purpose of this research is the managerial. This 

subsystem consists of the coordination of the other 

subsystems and the accomplishment of several management 

behaviors (e.g., planning, organizing, decision-making, 

and controlling) that are directed within the subsystem. 
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Specific examples of management behaviors include the 

policies and procedures concerning how things are to be 

done in the organization, leadership behaviors, 

personnel management, and reward-punishment policies. 

Management behaviors are seen as those most 

directly related to the creation of facilitators and 

inhibitors, which in turn are thought to be reflected in 

work effectiveness. In a recent development, Schoorman 

et al. (1988, p. 160-1) separated the role of leadership 

behaviors (interpersonal facets of management) from the 

role of management behaviors due to the fact that new 

research showed both sets of behaviors as having 

independent effects on work effectiveness. 

Consequently, supervisor behavior was expected to have 

a direct effect on work effectiveness independent of the 

work facilitation provided by the managerial subsystem. 

Yet, as Schoorman et al. pointed out, it may be possible 

that over time work facilitation and supervisor behavior 

are reciprocally related and that leadership and 

management behaviors may indeed influence work 

facilitation at a future point in time. 
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Management Intervention to Influence 
Organizational Behavior 

Applied to management intervention in 

organizational behavior, two inputs from the managerial 

subsystems are paramount: the reward-punishment 

policies, and the leadership role of managers. 

Rewards and Punishment Policies 

Through reward and punishment systems, 

organizations can encourage or discourage their 

employees or members from pursuing certain collective 

outcomes, including behaviors that are goal-directed and 

reflective of some degree of choice among alternatives 

(Kerr 1988). This study is concerned with the 

individual rewards of an instrumental character. In 

contrast to the instrumental system rewards, which apply 

to all organization people by virtue of their membership 

in the system (e.g., salary increases, fringe benefits, 

and recreational facilities) in order to provide 

incentives for entering and remaining, the instrumental 

individual rewards are geared to individual effort or 

performance (e.g., piece rate in industry, merits for 

specific contributions, and merits for sustained ethical 

conduct) in order to obtain the benefits of desired 

behaviors (Katz 1973). Satisfactions in addition to 
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those embodied in extrinsic rewards have also been 

considered and labeled intrinsic. Examples of intrinsic 

rewards include inward gratification, satisfaction for 

accomplishing internalized values of the individual 

which embrace the goals of the organization, and social 

satisfaction derived from primary-group relationships 

(Katz 1973, p. 340-1). 

Use of Rewards 

Both extrinsic and intrinsic rewards are usually 

provided to reinforce (maintain or strengthen) wanted 

behaviors such as attendance, membership, promotion, 

and individual and group performance (Luthans and 

Kreitner 1975). These behaviors may be desired because 

of their favorable consequences for the organization. 

It is assumed that organizational consequences, such as 

effective implementation of organizational goals and 

objectives, can be facilitated by employee behaviors. 

In compensation, the organization may offer some rewards 

or positive reinforcers of positive evaluations of the 

subject. These reinforcers are called "evaluative 

reinforcers" (Hill 1973). For example, financial 

rewards were found to be effective "evaluative 

reinforcers" (Lawler 1971). 
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Cherrington, Reitz, and Scott (1973) found 

performance subsequent to appropriate reinforcement 

contingencies was significantly higher than performance 

subsequent to inappropriate reinforcement contingencies. 

Moreover, they found that satisfaction and performance 

could benefit from appropriately applied rewards, i.e., 

reinforcing events could be satisfaction and performance 

contingent, in which case their occurrence served to 

influence both satisfaction and performance. More 

precisely, for an appropriately reinforced group there 

would be a significant positive correlation between 

self-report of satisfaction and subsequent task 

performance, while for an inappropriately reinforced 

group there would be a significant negative correlation 

(Cherrington, Reitz, and Scott 1973). According to 

these authors, "such findings make very tenuous any 

theory that postulates a simplistic cause and effect 

relationship between satisfaction and performance in 

which either variable directly influences the other" (p. 

159). Schwab and Cummings (1973) arrived at similar 

conclusions. 

Three forms of rewards are frequently used in a 

work environment: financial rewards, prestige, and job 

content. The first group of rewards are considered to 

be essentially extrinsic, whereas the last two groups 
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are considered to be fundamentally intrinsic rewards. 

Financial rewards, or money and things closely related 

to money, are said to act as a generalized reinforcer, 

conditioned incentive, anxiety reducer, "hygiene 

factor," or instrument for gaining desired outcomes, 

mainly because these rewards are repeatedly paired with 

primary reinforcers (Skinner 1953; Opsahl and Dunnette 

1966; Lawler 1971). Prestige acts through an increase 

of respect, acceptance, or envy of the recipient by 

other individuals (Kerr 1988). Job content provides an 

employee with experienced work meaningfulness, 

experienced responsibility, and knowledge of 

effectiveness (Lawler 1973; Steers and Porter 1979; Kerr 

1988). 

Use of Punishment 

Punishment is also used in order to curb unwanted 

behaviors. Punishment is a negative reinforcer of 

negative evaluations of the subject (Hill 1973). It 

aims at reducing the existence of incongruities between 

the organizational goals and the individual behaviors by 

prevention, that is, by keeping individuals from 

becoming incongruent-behavior performers. An underlying 

assumption of punishment systems is that people would 

pursue common objectives, and thus perform congruent 
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behaviors, "neither because they have been selected as 

martyrs nor because they have been made noble through 

training," but because "it is in their personal 

interests to do so" (Kerr 1988, p. 44). Punitive 

controls include a variety of punishing behaviors 

ranging from fines, threats, or physical harm to more 

subtle acts such as criticism, ridicule, slights, snubs, 

or avoidance. 

Punitive supervision is applied to various 

activities which bear directly or indirectly on the job 

performance of the supervised individual. Such 

activities as job planning, delegation of duties, 

communication of orders, and enforcement of work rules 

are chosen, combined, and administered in a manner so 

that their accomplishment will result in increased 

employee productivity. 

In an experimental setting, two supervisory 

behaviors relevant to the use of punishment in affecting 

the choice of activities were studied: the magnitude of 

the punitive consequences and the schedule with which 

punishment was administered (Schmitt 1973). The results 

showed the effects of punishment and the importance of 

different schedules in determining the effects of 

punishment on task choice. That is, (a) the larger the 

penalties, the greater the time spent on the unpunished 
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task, and (b) when the penalties were scheduled at 

unequal intervals, no subject spent a large amount of 

time on the punished task without receiving a number of 

penalties (Schmitt 1973, p. 381). Thus, not only the 

supervisory activity but also the schedules with which 

it was performed were important considerations in 

evaluating the effects of punitive supervision on 

unwanted behaviors. 

Disciplinary supervision, however, does not have to 

involve punishment as a necessary, desirable or 

effective method for dealing with lapses from discipline 

or satisfactory performance. Effective discipline in a 

work environment can also be achieved through 

supervisory discipline, as exemplified by the results 

from a searching inquiry conducted in a large Douglas-

fir plywood mill (Huberman 1973). Effective leaders can 

influence individuals to resolve problems without 

resorting to punishment or arousing hostility (Moses and 

Ritchie 1976). Moreover, leadership behavior—such as 

support, work and interaction facilitation, and 

psychological and hierarchical influences—can motivate 

subordinates to the extent that they see that the 

leadership behavior is instrumental in selecting and 

obtaining desirable rewards provided by the organization 

upon successful performance (Fiedler 1971; Calder 1977). 
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Leadership Role of Managers 

Leadership is an interpersonal influence process 

that occurs mostly through face-to-face interaction— 

either implicitly or explicitly stated—with the basis 

of influence being persuasion rather than coercion 

(Schoorman et al. 1988). Thus, leaders who want to 

apply noncoercive influence to direct and coordinate the 

activities of the members of an organized group toward 

the accomplishment of group objectives and goals will 

have to interact with most of the subordinates (Dubin 

1979), so that their influence can be effective. 

In fact, it was shown that supervisors who exercise 

their leadership spend relatively more time performing 

leadership tasks internal to the system and involving 

people than management tasks internal to the system and 

involving data or things, or external to the system and 

involving both people and data or things. Similarly, 

supervisors who report spending relatively more time 

performing leadership tasks also report spending 

relatively more time performing management tasks than 

other supervisors (Schoorman et al. 1988, p. 157). 

Moreover, it was also shown that leadership behaviors, 

or the substitutes for leadership, as presented by Kerr 

and Jermier (1978), can have an independent and direct 

effect on work effectiveness (Schoorman et al. 1988), 
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besides their indirect role through work facilitation 

(Katz and Kahn 1978; Schoorman and Schneider 1988). 

Furthermore, Mitchell and Wood (1986) explored the 

mechanism of attribution, a supposition about the causes 

of behavior, in an attempt to explain how and why 

leadership behavior affects follower behavior, and 

observed that, under conditions of subordinate poor 

performance, leaders make inferences about why followers 

behave in a particular way. That is, sometimes the 

leader assumes that follower performance is the result 

of internal forces such as follower motivation. 

Sometimes the leader assumes that the follower behavior 

is the result of outside forces such as the difficulty 

of the task or simply luck. In either case, the 

supervisor presumes results and responses partly as a 

function of the seriousness of the outcome, which in 

some cases may be completely out of the supervisor's 

control. Yet, behavior-based supervision would be more 

effective than outcome-based supervision for two 

reasons: (a) the supervisor may tolerate poor 

performance when he overlooks the problem due to the 

fact that the outcome is not serious, and (b) the change 

of the behavior that caused the problem may become more 

effective in the long run than the change of the outcome 

alone (Mitchell and Wood 1986). 



29 

Management Intervention to Influence 
Salesperson Performance 

and Satisfaction 

Role of Rewards in Sales Management 

The role of rewards in sales performance and/or 

salesperson satisfaction was examined by some salesforce 

management researchers. Both financial and non-

financial rewards were found to have an impact on 

individual satisfaction (Pruden, Cunningham, and English 

1972). Both intrinsic rewards (i.e., personal growth 

and development) and extrinsic rewards (i.e., high 

earnings) were ascertained to have strong influence on 

salesperson work performance (Oliver 1974; Walker, 

Churchill, and Ford 1977; Teas 1981; Tyagi 1982, 1985). 

In addition, intrinsic reward orientations among 

salespeople were perceived to affect their motivation to 

practice adaptive selling (Weitz, Sujan, and Sujan 

1986), and as expected extrinsic reward orientations 

were observed to influence effort attributions for 

failure, i.e., working less hard than normal (Sujan 

1986). Furthermore, it was hypothesized that a 

preference for intrinsically motivated work environments 

would favor behavior control, whereas extrinsically 

motivated people would emphasize outcome control 

(Anderson and Oliver 1987). 
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When pay alone was studied, however, pay and 

satisfaction were not always positively related. 

Churchill and Pecotich (1982) found that those with high 

incomes were less satisfied with their levels of pay 

than those with lower incomes, mainly because the latter 

group had higher valences for more pay. Yet, when pay 

and other rewards were evaluated together, pay received 

the highest valence ranking, followed by promotion, 

sense of accomplishment, personal growth, recognition, 

liking and respect, and job security, respectively 

(Churchill, Ford, and Walker 1979; Ingram and Bellenger 

1983). 

The relationship between salesperson satisfaction 

and performance was seen to be mediated by individual 

differences in terms of both characteristics (Churchill, 

Ford, and Walker 1976; Bagozzi 1978) and motivations 

(Bagozzi 1980). Salespeople are motivated, Bagozzi 

points out, more by the anticipated satisfaction that 

comes with performance than by the performance itself. 

"The greater the value placed on job outcomes, as 

indicated by one's achievement motivation, the higher 

the level of satisfaction with the attainment of 

subsequent rewards" (p. 70). 
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Pole of Leadership in Sales Management 

The role of leadership behavior in both enhancing 

work motivation and disciplining salespeople has 

received some attention in the salesforce management 

literature. Examining various dime isions of leadership 

behavior (e.g., trust and support), Tyagi (1985) 

observed that leadership characteristics of supervisors, 

especially hierarchical influence, had significant 

influence on salesperson extrinsic motivation. That is, 

the greater the salespersons' beliefs that their 

supervisors will get management to recognize their 

problems and successes, the greater the likelihood that 

extrinsic rewards (e.g., bonus commissions or promotion 

to a better territory), will be obtained (Tyagi 1985, p. 

81). Psychological influences, another dimension of 

leadership behavior, was also recognized to slightly 

affect intrinsic motivation (e.g., meaningfulness of the 

work). Additionally, the impact of leadership 

characteristics on salesperson performance was found to 

be moderate when compared to the larger impact of key 

job dimensions. 

In a different account, Berhman and Perrault (1984) 

noticed that closeness of supervision had a negative 

effect on a sales representative's role ambiguity, which 

in turn, is negatively associated with sales 
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performance. Such findings indicate that less 

uncertainty on the part of the sales representative, 

because of "close" control, has a beneficial impact on 

reported sales performance. 

Management Intervention to Influence 
Ethical Salespeople Behavior 

Management intervention has often been recommended 

for improving salespeople's ethical conduct. For 

instance, according to a literature review presented by 

Murphy and Laczniak (1981), business executives realized 

that "they must not only verbally encourage ethical 

behavior, but also attempt to create an organization 

which rewards ethical behavior" (p. 260). Ferrell and 

Gresham (1985) hypothesized that the absence of 

punishment provides an opportunity for unethical 

behavior without regard for consequences. Zey-Ferrell 

and Ferrell (1982) showed empirically that the 

opportunity of the focal person to become involved in 

ethical or unethical behavior influenced reported 

behavior. Opportunity^ for unethical behavior was 

found to be a better predictor of ethical behavior than 

^ Opportunity was defined as a favorable set of 
conditions to limit barriers or provide rewards (Zey-
Ferrell and Ferrell 1982; Ferrell and Gresham 1985. p. 
92). 
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individual beliefs (Weaver and Ferrell 1977; Skinner, 

Ferrell, and Dubinsky 1988). 

Role of Top Management Actions in 
Subordinates' Ethical Behavior 

Top management actions were found to have more 

influence on ethical behavior than actions of peers and 

individual beliefs, mainly because of the top manager's 

authority, except in cases where there is little 

interaction between top management and the subordinates 

(Baumhart 1961; Zey-Ferrel and Ferrell 1982; Ferrell and 

Gresham 1985). 

Hunt, Chonko, and Wilcox (1984) and Chonko and Hunt 

(1985) reported that top management was influential in 

curbing ethical problems of marketing researchers and 

marketing managers, and saw the actions of top 

management encouraging ethical behavior as a necessary 

condition to make corporate codes of ethics useful, 

since codes of conduct alone do not appear effective. 

Akaah and Riordan (1989) replicated the Hunt, Chonko, 

and Wilcox scale for top management actions and observed 

that, compared to other five organizational variables, 

top management actions on ethics, organizational role 

(executive versus researcher), and extent of ethical 

problems within the organization ranked first, second. 
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and third in terms of their contribution to explained 

variance, and yielded the largest numbers of significant 

positive beta coefficients. According to Akaah and 

Riordan, this indicated that top managers can influence 

the behavior of subordinates by actions that encourage 

ethical behavior or discourage unethical behavior. 

In addition, Hite, Bellizi, and Eraser (1988) 

concluded that, because ethical policy statements are a 

necessary but insufficient criterion for high quality 

corporate ethical standards, top management should 

incorporate ethical values and standards into the 

mission statement so they permeate the organization and 

aid in establishing a consistent ethical environment. 

Robin and Reidenbach (1987) share this perspective in 

view of the fact that ethics should be integrated into 

marketing strategy. 

Consequently, top management "must establish and 

enforce policies" as a frame of reference for 

subordinates' ethical behavior (Ferrell and Weaver 

1978). Eventually, top management can also adopt 

negotiation specially when a strategy of problem-solving 

behavior of managers is expected to positively influence 

marketing ethics implementation in the organization 

(Nielsen 1987; Bellizi and Hite 1988). 
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Role of Supervision in Subordinates' 
Ethical Behavior 

Immediate supervision also had an important role in 

influencing ethical conduct (Murphy and Dunn 1988). In 

the past, sales managers tolerated unethical salespeople 

behavior by ignoring questionable conduct or even 

encouraging it through verbal and nonverbal "wrong" 

messages (Caywood and Laczniak 1986). Moreover, the 

lack of supervision increased the chance of unethical 

subordinate behavior, and limited future control of 

unethical conduct even when such behavior was reported 

(Caywood and Laczniak 1986). In contrast, supervision 

prevents unacceptable employee behavior and/or leads to 

a correction of inappropriate behavior and to improved 

performance (Podsakoff 1982; Bellizi and Hite 1989). 

Role of Codes of Ethics in Subordinates' 
Ethical Behavior 

Codes of ethics and enforced ethical policies in 

organizations have been seen as necessary instruments 

for either controlling the opportunity factor 

(punishment and rewards) in ethical decision-making or 

improving ethical behavior. Whereas some writers assume 

that the inclusion of such instruments in corporate 

policy may be enough (Brenner and Molander 1977; Ferrell 

and Skinner 1988), other writers emphasize the need for 
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effective implementation of both codes of ethics and 

ethical policies. According to the latter perspective, 

codes of ethics should be applied or made operational in 

order to offer guidance to the manager, and to create an 

atmosphere that facilitates employees' ethical behavior. 

More specifically, for an ethical code to be 

successful, some authors recommend that certain 

sanctions should be imposed on those who do not follow 

it (Murphy and Laczniak 1981). Kaikati and Label (1980) 

conclude in their examination of American bribery 

legislation that no code of ethical behavior is likely 

to be observed unless the chief executive officer 

declares that violators will be punished. Weaver and 

Ferrell (1977) assert that the enforcement of corporate 

policy is necessary to change ethical behavior. 

Similarly, Laczniak and Inderrieden (1987) perceive 

that the existence of business codes of ethics may not 

automatically result in significant improvement in 

business conduct since, as a result of an experiment, 

"only in the case of suggested illegal behavior tempered 

by high organizational concern were managers influenced 

by organizational policy to modify the morality of their 

actions" (p. 297). Bingham and Raffield (1989) provide 

a reason for such a failure: codes sometimes run counter 

to actions which employees are all but forced to take. 
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since codes often put too much of the burden to be 

ethical on employees, while ignoring ways in which 

companies can create an environment that facilitates 

employees' ethical conduct. Thus, to be effective, 

"codes of ethics should deal with industry-specific 

ethical issues, and should be enforced" (p. 247). 

Ferrell and Fraedrich (1988) conclude that 

enforcement of both codes of ethics and corporate 

policies on ethics are more needed now in order to 

decrease the current trend toward unethical activity in 

the business world. At least codes of ethics should 

include a provision for enforcement (Fulmer 1969; Hunt, 

Chonko, and Wilcox 1984). Regrettably, however, neither 

have particular codes of ethics adequately addressed all 

the major ethical problems of the target group (Hunt, 

Chonko, and Wilcox 1984; Chonko and Hunt 1985), nor have 

the majority of ethics policy statements addressed 

various important aspects of employees' ethical behavior 

(Hite, Bellizi, and Eraser 1988). 

Role of Punishment in Subordinates' 
Ethical Behavior 

The role of punitive supervision in curbing 

unethical behavior was indirectly investigated by 

Bellizi and Hite (1989). Using four scenarios 
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representing ethical issues, Bellizi and Hite observed 

that sales managers are more likely to use more severe 

disciplinary measures when poor performers, negative 

consequences and salespeople are involved in unethical 

selling behavior. Five supervisory actions that could 

be used as a result of an unethical behavior were 

evaluated by seven-point bipolar scales as follows: 

(a) termination, (b) written reprimand, (c) verbal 

reprimand, (d) counseling the salesperson, and (e) 

taking no action at all. Based on these results, the 

authors concluded that unethical behavior can be curbed 

through proper supervisory feedback. 

Role of Rewards in Subordinates' 
Ethical Behavior 

Yet, not only sanctioning can become effective in 

influencing ethical behaviors. Rewards are also 

proposed as an effective method to influence ethical 

conduct. The contingency framework for ethical 

decisions that Ferrell and Gresham (1985) proposed 

includes internal rewards (feelings of goodness and 

worth through the performance of altruistic activities) 

and external rewards (values externally generated and 

provided on an exchange basis) as well as ethical codes 

and polices, all of which comprise the opportunity 
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variable. Approximately 75516 of all corporate written 

codes of ethics provide the framework for both rewards 

and punishments (Ethics Resource Center 1979). The 

effects of rewards on ethical salesperson conduct, 

however, and the types of rewards that are more 

effective in achieving such a goal, have not been 

empirically investigated. 

Factors Related to the Use of Rewards and 
Discipline to Influence Ethical 

Salespeople Behavior 

Theoretically and empirically, both the 

organizational consequences of a person's ethical 

behavior and managers' perceptions of ethicality have 

been shown to mediate management intervention. 

Organizational Consequences 

Hunt and Vitell (1986) examined some of the 

empirical findings of previous research on marketing 

ethics, particularly on how marketers arrive at their 

ethical judgments, and concluded that marketers use both 

deontological and teleological evaluations in resolving 

their ethical problems. While deontological evaluations 

focus on the specific actions or behaviors of an 

individual (the inherent rightness of a behavior), 

teleological evaluations focus on the consequences of 
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the actions or behaviors (the amount of good or bad 

embodied in the consequences of the behavior). 

Consequently, Hunt and Vitell (1986) developed a model 

of marketing ethics that incorporates both types of 

evaluations and the various steps a person would follow 

in order to complete both evaluations. 

To make a teleological evaluation, as Hunt and 

Vitell (1986) proposed, an individual will have to 

consider four steps or components: (1) the perceived 

consequences of each alternative for various stakeholder 

groups (government, employees, clients, etc.), (2) the 

probability that each consequence will occur to each 

stakeholder group, (3) the desirability or 

undesirabi1ity of each consequence, and (4) the 

importance of each stakeholder group. With the 

exception of the last component, all elements were shown 

to have an impact on both ethical judgment and/or 

intentions (Vitell 1986). Particularly, the probability 

of consequences for oneself and the company were found 

to explain significant variance in both ethical 

judgments and intentions (Vitell 1986, p. 172). Only 

the probability of consequences for the company are of 

concern in this research. 

Bellizi and Hite (1989) explored how disciplinary 

actions may be withheld or administered for wrong 
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reasons. One of these reasons relates to organizational 

consequences that Bellizi and Hite identified with 

organizational goals, and found to produce more severe 

supervisory reactions when consequences were negative 

than when negative consequences were not present. The 

difference between the effects of a negative consequence 

and those of no consequence on punishment were found to 

be significant (at p<.0001) in two out of four 

scenarios. One of these two scenarios (overstating 

plant capacity) has been adapted in this research to 

include positive consequences as well as negative 

consequences. 

Managers' Perceptions of Ethicality 

Instead of assuming a tacit agreement on what is 

ethical between the researcher and the respondent, 

several studies have tried to empirically capture 

respondents' perceptions of ethicality or ethical 

judgment (Sturdivant and Cocanougher 1973; Vitell 1986). 

This distinction is extremely important for research on 

the topic in view of the fact that self-report of an 

issue's ethical content may provide a better methodology 

than the mere assumption of agreement between the 

respondent's judgment and that of the researcher, an 

assumption that may not be realistic. Furthermore, 
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measurement of the respondent's ethical judgment may 

also provide a better understanding of ethical issues 

when systematic manipulation of these issues constitute 

part of the research strategy, as in this research. 

Other Relevant Factors: Managers' 
Individual and Organizational 

Characteristics 

Because managers' ethical perceptions and decisions 

may also be influenced by both individual traits and 

organization's characteristics, such antecedents have 

received some attention in past research, and their 

effects on supervisors' ethical reactions considered. 

Although direct research on the effects of these 

features on managers' choice of rewards and punishment 

have not been performed, several individual and 

organizational factors have been identified in 

connection to a subordinate's ethical behavior. 

Individual Characteristics 

In regard to individual features, research 

concentrated on those that are related to the job or job 

requirements, such as management rank or position (Hunt, 

Chonko, and Wilcox 1984; Chonko and Hunt 1985; Fritzsche 

1988; Trawick, Swan, and Rink 1988; Akaah and Riordan 

1989), organization role (Fritzsche 1988; Akaah and 
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Riordan 1989), job tenure (Dubinsky and Ingram 1984; 

Trawick, Swan, and Rink 1988), and major field of study 

(Chonko and Hunt 1985). 

Some demographic characteristics were also found 

relevant, particularly gender of the sales manager 

(Chonko and Hunt 1985; Fritzsche 1988; Ferrell and 

Skinner 1988; Trawick, Swan, and Rink 1988), and age 

(Robideaux, Robin, and Reidenbach 1989). Other demo

graphic variables, such as level of education, major 

source of income, and years in sales experience were 

found to be irrelevant (Dubinsky and Ingram 1984). 

Only management rank or title, gender, and age were 

found to be significantly related to various 

representations of ethical conduct, e.g., ethical 

problems in the organization, ethical behavior of 

subordinates, and personal ethical perspectives. Hunt, 

Chonko, and Wilcox (1984) and Chonko and Hunt (1985) 

indicated that the respondent's title was related 

significantly to the perceptions of ethical problems. 

Conversely, Fritzsche (1988) and Akaah and Riordan 

(1989) noted that management rank is not significantly 

related to either ethical decision-making or ethical 

judgments. 

The empirical results on gender have similarly been 

controversial. Chonko and Hunt (1984) ascertained that 
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female managers perceived more ethical problems than 

male managers, whereas Fritzsche (1988) asserted that no 

significant difference existed between sexes for any of 

the ethical situations in their study. Ferrell and 

Skinner (1988) reported limited significance of 

respondent's sex depending on the type of organization, 

i.e., women showed significantly higher levels of 

ethical behavior among data subcontractors and marketing 

research firms, but similar levels to men among 

corporate research departments. 

Age was the only demographic variable found 

consistently associated with ethical perceptions of 

retailers (Robideaux, Robin, and Reidenbach 1989). 

Organizational Characteristics 

In relation to the organizational characteristics 

that had an impact on ethical conduct, the following 

factors were frequently tested and recognized 

influential: top management actions on ethical conduct, 

especially under conditions of interaction between top 

management and the immediate subordinates (Hunt, Chonko, 

and Wilcox 1984; Chonko and Hunt 1985; Ferrell and 

Gresham 1985; Akaah and Riordan 1989); extent of ethical 

problems within the organization (Hunt, Chonko, and 

Wilcox 1984; Chonko and Hunt 1985; Akaah and Riordan 
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1989); availability of codes of ethics (Ferrell and 

Skinner 1988; Akaah and Riordan 1989); size of the 

organization (Chonko and Hunt 1985; Akaah and Riordan 

1989); and organization's industry (Hunt, Chonko, and 

Wilcox 1984; Trawick, Swan, and Rink 1988; Gifford and 

Norris 1987; Akaah and Riordan 1989). 

To a lesser extent, the following factors were also 

found relevant: enforcement of codes of ethics (Ferrell 

and Skinner 1988); bureaucratic influences such as 

formalization, centralization, and controls and 

acceptance of authority (Ferrell and Skinner 1988); the 

manager's performance in achieving organizational goals 

(Ferrell and Fraedrich 1988); and two situational 

variables, peer influence under conditions of little 

interaction between top management and salespeople, and 

opportunity to engage in unethical behavior (Ferrell and 

Gresham 1985; Ferrell and Fraedrich 1988). 

From the organizational factors named above, four 

structural and two non-structural variables appear 

important when related to sales manager's ethical 

reactions: availability and enforcement of an ethical 

code, size of the organization, and organization's 

industry, among the structural variables, and degree of 

formalization and degree of centralization, among the 

non-structural variables. Top management actions and 



46 

extent of ethical problems are not included in this 

research mainly because of the possibility of 

contamination between these scales and the ethical 

perceptions that are analyzed as a dependent variable. 

The perceptions refer to the scenarios whereas the 

management actions and ethical problems refer to an 

actual company or situation. 

The existence and enforcement of codes of ethics 

were associated with higher levels of ethical behavior 

(Ferrell and Skinner 1988), whereas the availability of 

an ethical code alone did not make a difference in 

respondents' perceptions of ethical problems (Hunt, 

Chonko, and Wilcox 1984; Chonko and Hunt 1985) or 

respondents' formation of ethical judgments (Akaah and 

Riordan 1989). 

Size of the organization affected the respondent's 

perceptions of ethical problems (Chonko and Hunt 1985), 

and the organization's industry influenced the extent of 

ethical problems (Hunt, Chonko, and Wilcox 1984). Akaah 

and Riordan (1989) ascertained, however, that the 

industry category lacked significance as a correlate of 

ethical judgments. 

The degree of formalization of operating procedures 

within an organization was viewed highly influential on 

ethical behavior of its employees. Empirical results 
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revealed that higher levels of formalization are related 

significantly to greater perceived ethical behavior 

regardless of the type of organization (Ferrell and 

Skinner 1988). 

Similarly, the degree of centralization of 

authority, the hierarchical level that has authority to 

make decisions (Pugh 1973), was found to be related to 

higher perceived ethical behavior in some types of 

organizations and not in others (Ferrell and Skinner 

1988). The assumption that more formalized and more 

centralized organizations should have more opportunity 

to control ethical decisions is certainly appealing, but 

more empirical research is needed in order to see if 

existing or perceived structures are as influential as 

top management actions or enforcement of a code of 

ethics on both managers' perceptions of ethicality and 

management intervention that seek to influence 

salespeople's behavior. 



CHAPTER III 

RESEARCH OBJECTIVES, HYPOTHESES AND MODEL 

The framework presented in Chapter II provides the 

basis to state the following premises: management 

intervention through reward and punishment can influence 

salespeople's behavior that involves an ethical issue. 

This influence varies, depending on the behavior's 

positive or negative consequences for the organization 

and managers' perceptions of ethicality. Management 

intervention is also influenced by managers' individual 

and organizational characteristics. 

Objectives and Hypotheses 

The following hypotheses are proposed for empirical 

testing in relation to each of the objectives presented 

in Chapter I. A rationale based on a brief literature 

review precedes each hypothesis formulation. 

48 
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OBJECTIVE ONE: Analyze the role of rewards in enhancing 

salesperson ethical conduct in conditions of both 

positive and negative organizational consequences. 

Management intervention through the use of rewards 

to encourage or reinforce certain outcomes has been 

assessed in various research fields. Researchers in 

organizational behavior have addressed some collective 

outcomes (Kerr 1988) as well as the individual's efforts 

to perform (Katz 1973). Both extrinsic and intrinsic 

rewards have been evaluated (Luthans and Kreitner 1975), 

but financial rewards have been frequently emphasized 

(Lawler 1971, 1973; Steers and Porter 1979). In 

general, rewards have been found to be more influential 

than punishment (Cherrington, Reitz, and Scott 1973; 

Schwab and Cummings 1973). 

Researchers in sales management have analyzed the 

role of rewards in sales performance and salesperson 

satisfaction (Pruden, Cunningham, and Engligh 1972; 

Oliver 1974; Walker, Churchill, and Ford 1977; Teas 

1981; Tyagi 1982, 1985). Intrinsic rewards were 

perceived to affect salespeople's motivation to practice 

adaptive selling (Weitz, Sujan, and Sujan 1986) whereas 

extrinsic rewards were observed to influence effort 

attributions for failure (Sujan 1986). Pay was 

frequently shown to be the highest reward (Churchill, 
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Ford, and Walker 1979; Ingram and Bellenger 1983). Yet, 

the pay-satisfaction relationship was not always 

positive since salespeople with high incomes were less 

satisfied with their levels of pay (Churchill and 

Pecotich 1982). 

Preliminary studies in marketing ethics underscored 

the importance of rewards to encourage ethical behavior 

(Murphy and Laczniak 1981), and suggested the inclusion 

of both internal and external rewards in contingency 

frameworks as an effective method to influence ethical 

conduct (Ferrell and Gresham 1985). In fact, the Ethics 

Resource Center (1979) reported that three out of four 

corporate written-codes of ethics provide already the 

framework for both rewards and punishment. 

Thus, the following proposition can be stated: 

PI: Management intervention through rewarding 

(disciplining) salespeople for ethical (unethical) 

behavior depends on the organizational consequences 

of such behavior. It will be more benevolent in 

conditions of positive organizational consequences, 

and more severe in conditions of negative 

organizational consequences. 

The ensuing hypothesis derives from the above 

proposition, and assumes the ability of a manager to 

encourage ethical conduct through the use of rewards. 
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The hypothesis tests the effects of organizational 

consequences, a factor that has not received but very 

limited attention in past research on ethics, on 

managers' choice of rewards. 

H1: Management intervention through rewarding 

salespeople for ethical behavior is more benevolent 

in conditions of positive organizational 

consequences than in conditions of negative 

organizational consequences. 

OBJECTIVE TWO: Analyze the role of punishment in curbing 

salespeople's unethical behavior in conditions of both 

positive and negative organizational consequences. 

Management intervention through disciplining 

salespeople to discourage unethical behavior has also 

been assessed from different disciplines. In 

Organizational Behavior, punishment is perceived as a 

negative reinforcer of negative evaluations of the 

subject (Hill 1973). The range of punishment and its 

administration varies greatly. Only some punitive 

actions or subtle acts appeared successful in previous 

research (Schmitt 1973). Supervision and disciplinary 

supervision do not have to involve punishment and still 

may become useful tools to curve unethical behavior as 
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shown in various studies (Fiedler 1971; Huberman 1973; 

Moses and Ritchie 1976; Calder 1977). 

In sales management, the role of leadership 

behavior in both disciplining salespeople and enhancing 

work motivation was empirically assessed (Tyagi 1985). 

The closeness of supervision (an aspect of such role), 

however, was found to be negatively associated with the 

salesperson's role ambiguity, which in turn is 

negatively associated with sales performance. 

In regard to marketing ethics, Ferrell and Gresham 

(1985) hypothesized that the absence of punishment 

provides an opportunity for unethical behavior without 

regard for consequences, and Zey-Ferrell and Ferrell 

(1982) found that the opportunity of the focal person to 

become involved in unethical behavior influenced 

reported behavior. Bellizi and Hite (1989) observed 

that sales managers are more likely to use more severe 

disciplinary measures when poor performers, negative 

consequences, and salesmen are involved in unethical 

selling behavior. 

The following hypothesis assumes that the use of 

discipline can discourage unethical conduct, and asserts 

that such use can have different effects depending on 

the organizational consequences of the behavior. This 

hypothesis includes both negative and positive 
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organizational consequences, unlike the one proposed by 

Bellizi and Hite (1989) that was limited to the negative 

component and the absence of it. 

H2: Management intervention through disciplining 

salespeople for unethical behavior is more severe 

in conditions of negative organizational 

consequences than in conditions of positive 

organizational consequences. 

Both HI and H2 will be tested separately. However, 

the attainment of an integrated measurement scale for 

management intervention that ranges from the most 

rewarding action to the most punishing one (see Chapter 

IV) yields the possibility of testing the two hypotheses 

together in order to expand the analysis and provide a 

better account for the results. It should be noted that 

the joint test does not require an alternative 

hypothesis, and that it mainly adds integration and 

opens analytical routes that each separate test does 

not. 

OBJECTIVE THREE: Study the influence of managers' 

perceptions of ethicality on their use of rewards and 

discipline. 

Managers' perceptions of ethicality or ethical 

judgment have a role in management intervention that 
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aims at encouraging (discouraging) an ethical 

(unethical) behavior. In Hunt and Vitell's General 

Theory of Marketing Ethics (1986), both ethical 

judgments and teleological evaluations were positively 

related to the person's intentions to adopt a particular 

alternative. 

In this study the alternative has to do with 

possible actions of management intervention, and the 

objective is to know how much variance in this dependent 

variable can be explained by managers' perceptions of 

ethicality. We want to know if managers' ethical 

judgment of salespeople's ethical behavior has an impact 

on the types of rewards or punishment that managers 

choose in order to encourage (discourage) salespeople's 

ethical (unethical) behavior. 

Thus, the following proposition can be stated: 

P2: Management intervention through rewarding 

(disciplining) salespeople for ethical (unethical) 

behavior depends on managers' perceptions of 

ethicality. It will be more benevolent when the 

behavior is perceived to be more ethical, and more 

severe when the behavior is perceived to be more 

unethical. 

H3 refers to the effects of organizational 

consequences on the use of rewards, whereas H4 pertains 
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to the effects of organizational consequences on the use 

of punishment. Both hypotheses will be tested 

separately. Nevertheless, as in Objective Two, these 

two hypotheses will also be tested jointly so as to 

estimate the total effect of managers' perceptions of 

ethicality on management intervention consisting of both 

rewards and punishment. 

H3: Management intervention through rewarding sales

people for ethical behavior is more benevolent when 

managers' perceptions of the behavior tend to be 

ethical than when perceptions tend to be unethical. 

H4: Management intervention through disciplining sales

people for unethical behavior is more severe when 

managers' perceptions of the behavior tend to be 

unethical than when perceptions tend to be ethical. 

OBJECTIVE FOUR: Examine the impact of the organizational 

consequences of salespeople's ethical behavior upon 

managers' perceptions of ethicality. 

Organizational consequences do not only influence 

management intervention to encourage (discourage) an 

ethical (unethical) behavior, as hypothesized in HI and 

H2. They also influence managers' perceptions of 

ethicality or ethical judgment. From some theory-driven 

research, results showed that teleological evaluations 
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that are based on the consequences of a behavior 

influence both ethical judgments and intentions (Hunt 

and Vitell 1986; Vitell 1986). Moreover, recent 

findings showed that teleological evaluations had the 

strongest influence on both ethical judgment and 

intentions (Mayo and Marks 1990). Such conclusions 

elucidate earlier findings that were inconclusive as to 

what extent the effects of the consequences could be 

separated from the effects of the behavior per se (Carr 

1970; Tarnowiesky 1973; Carroll 1975; Bowman 1976; 

Brenner and Molander 1977). 

Thus, the following proposition can be stated: 

P3: Managers' perceptions of ethicality depend on the 

organizational consequences of salespeople's 

ethical behavior. Behaviors will be judged more 

ethical in conditions of positive organizational 

consequences, and more unethical in conditions of 

negative organizational consequences. 

The ensuing hypothesis will be tested using a 

measure of managers' perceptions of ethicality or 

ethical judgment. It is assumed that this measure 

provides a correct approach to managers' perceptions of 

ethicality and helps the researcher better understand 

the ethical issues involved since systematic 

manipulation of these issues are part of this study. 
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H5: Managers perceive salespeople's behavior to be more 

ethical in conditions of positive organizational 

consequences, and more unethical in conditions of 

negative organizational consequences. 

OBJECTIVE FIVE: Examine the mediating impacts of 

managers* characteristics, both individual and 

organizational, upon their reward and disciplinary 

actions. 

Some individual and organizational characteristics 

of managers have been investigated in order to better 

understand why managers perform certain actions, e.g., 

terminate an employee or give him/her a promotion. 

Although written rules may guide managers in the 

objective of taking proper actions, many decisions are 

in fact taken regardless of the rules. Thus, knowledge 

of the factors that influence managers' choices is 

important. Some researchers have used specific 

individual and organizational characteristics in lieu of 

better predicting traits. 

Among the individual characteristics, only three 

(management rank or title, gender, and age) were found 

to be significantly related to various representations 

of ethical decision making, implying the role of the 

managers' actions in the decision-making process. 
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Thus, the following proposition can be stated: 

P4: Management intervention is more benevolent or more 

severe depending on manager's individual 

characteristics as represented by their rank, sex, 

and age. Men, younger managers, and those higher 

in rank will be inclined to be more extreme in 

management intervention, i.e., to reward more for 

ethical behavior or to punish more for unethical 

behavior. 

Consequently, the following separate hypotheses 

about the relationships between individual 

characteristics and management intervention were 

derived: 

H6: The higher the management rank of managers in the 

organization, the more benevolent (severe) will 

their intervention be through rewarding 

(disciplining) salespeople for ethical (unethical) 

conduct, respectively. 

H7: When managers are men, management intervention will 

be more benevolent (severe) through rewarding 

(disciplining) salespeople for ethical (unethical) 

behavior, respectively, than when managers are 

women. 
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H8: The younger the manager, the more benevolent 

(severe) will his/her intervention be through 

rewarding (disciplining) salespeople for ethical 

(unethical) conduct, respectively. 

The organizational characteristics that seem to be 

important when related to managers' reactions can be 

grouped in two: structural and non-structural. The 

first group refers to organizational features that 

usually do not change much in a long period of time and, 

thus, can have a stronger and more stable influence on 

managers' choice. The second group relates to the 

features that are in constant change and that, 

consequently, may not have but a weaker and short-lived 

effect on managers' choice. 

The firm's industry and size, and the availability 

and enforcement of a code of ethics exemplify the first 

group and were treated as independent variables of 

ethical outcomes in past research. The organization's 

industry influenced the extent of company ethical 

problems (Hunt, Chonko, and Wilcox 1984). The size of 

the organization affected respondents* evaluations of 

ethical problems (Chonko and Hunt 1985). One of the 

most widely examined organizational features was the 

availability of a code of ethics, although some 

researchers disregarded the influence of such codes when 



60 

they were not enforced (Laczniak and Inderrieden 1987; 

Bingham and Raffield 1989). Enforcement presupposes a 

type of managerial actions and, thus, seems to be 

strongly related to managers' actions. Some researchers 

found that enforcement of codes of ethics was associated 

with higher levels of ethical behavior (Ferrell and 

Skinner 1988), whereas availability of an ethical code 

alone did not make a difference in respondents' 

evaluations of ethical problems (Hunt, Chonko, and 

Wilcox 1984; Chonko and Hunt 1985). 

Thus, the following proposition can be stated: 

P5: Management intervention is more benevolent or more 

severe depending on managers' organizational 

characteristics as represented by the following 

structural features: the availability and 

enforcement of a code of ethics, the size of the 

organization, and the firm's industry. Management 

intervention tends to be more extreme in larger 

organizations, those in tertiary activities as 

opposed to primary and secondary ones, and where a 

code of ethics is more strictly enforced. 

The following hypotheses about the relationships 

between structural-organizational characteristics and 

management intervention were derived: 
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H9: The more strictly a code of ethics is enforced, the 

more benevolent (severe) will managers' 

intervention be through rewarding (disciplining) 

salespeople for ethical (unethical) conduct, 

respectively. 

HID: The larger the size of the organization, the more 

benevolent (severe) will managers' intervention be 

through rewarding (disciplining) salespeople for 

ethical (unethical) conduct, respectively. 

H11: Managers in organizations that are involved in 

tertiary activities will be more benevolent 

(severe) through rewarding (disciplining) 

salespeople for ethical (unethical) conduct, 

respectively, than managers in manufacturing or 

primary activities. 

The second group of organizational characteristics 

includes non-structural features, such as the degree of 

formalization and the degree of centralization of the 

company. Previous research shows that higher levels of 

formalization were related significantly to greater 

perceived ethical behavior (Ferrell and Skinner 1988), 

whereas higher levels of centralization of authority 

were related to higher perceived ethical behavior in 

some types of organizations but not in others (Ferrell 

and Skinner 1988). 
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Thus, the following proposition can be stated: 

P6: Management intervention is more benevolent or more 

severe depending on managers' organizational 

characteristics as represented by the following 

non-structural features: the organization's degree 

of formalization and its degree of centralization. 

Management intervention tends to be more extreme in 

more formalized and more centralized organizations. 

The following hypotheses about the relationships 

between these non-structural features and management 

intervention were derived: 

HI2: The more formalized the organization, the more 

benevolent (severe) is managers' intervention 

through rewarding (disciplining) salespeople for 

ethical (unethical) conduct, respectively. 

HI3: The more centralized the organization, the more 

benevolent (severe) is managers' intervention 

through rewarding (disciplining) salespeople for 

ethical (unethical) conduct, respectively. 

OBJECTIVE SIX: Analyze the mediating impacts of 

managers' characteristics, both individual and 

organizational, upon their perceptions of ethicality. 

Not only managers' intervention through rewarding 

or disciplining subordinates but also managers' 
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perceptions of ethicality can be influenced by their 

individual and organizational characteristics. 

Among the individual managers' traits, management 

rank, gender and age were investigated in their 

relationships with perceptions of ethicality. On the 

one side, Hunt, Chonko, and Wilcox (1984) and Chonko and 

Hunt (1985) indicated that the respondent's title and 

gender were related significantly to the perceptions of 

ethical problems. On the other side, Fritzsche (1988) 

and Akaah and Riordan (1989) found no significant 

relationships between these antecedents and perceptions. 

Ferrell and Skinner (1988) reported limited significance 

of respondent's sex depending on the type of 

organization. Finally age was found consistently 

associated with ethical perceptions of retailers 

(Robideaux, Robin, and Reidenbach 1989). 

Among the organizational variables, both the 

structural and non-structural variables included in 

Objective Five were also investigated in their 

relationships with managers' perceptions of ethicality. 

The organization's industry influenced the extent of 

ethical problems (Hunt, Chonko, and Wilcox 1984) but 

lacked significance as a correlate of ethical judgments 

(Akaah and Riordan 1989). The size of the organization 

affected respondents' perceptions of ethical problems 
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(Chonko and Hunt 1985). Together availability and 

enforcement of codes of ethics were associated with 

higher levels of ethical behavior (Ferrell and Skinner 

1988), whereas availability of an ethical code alone did 

not make a difference in respondents' perceptions of 

ethical problems (Hunt, Chonko, and Wilcox 1984; Chonko 

and Hunt 1985) or respondents' formation of ethical 

judgments (Akaah and Riordan 1989). Finally, higher 

levels of formalization were related to perceptions of 

greater ethicality (Ferrell and Skinner 1988), whereas 

higher levels of centralization of authority were 

positively related to perceptions of ethicality in some 

types of organizations but not in others (Ferrell and 

Skinner 1988). 

Thus, the following antecedents will be related to 

managers' perceptions of ethicality as in this 

proposition: 

P7: Managers perceive salespeople's behavior to be more 

ethical or unethical depending on managers' 

individual and organizational characteristics. 

Men, younger managers, and those higher in rank are 

inclined to perceive behaviors as being more 

ethical. Similarly, managers of larger 

organizations, those in tertiary activities as 

opposed to primary and secondary ones, in more 
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formalized or centralized organizations, and where 

a code of ethics is more strictly enforced tend to 

perceive behaviors as being more ethical. 

Thus, the following hypotheses about the 

relationships between managers' individual and 

organizational characteristics and their perceptions of 

ethicality were derived: 

H14: The higher the management rank of managers in the 

organization, the more ethical salespeople's 

behavior are perceived by the managers. 

HI5: Managers that are men perceive behaviors as being 

more ethical than managers that are women. 

H16: Younger managers perceive behaviors as being more 

ethical than older managers. 

H17: The more strictly a code of ethics is enforced, the 

more ethical salespeople's behavior is perceived by 

the managers. 

H18: The larger the size of the organization, the more 

ethical salespeople's behavior is perceived by the 

managers. 

H19: Managers in organizations that are involved in 

tertiary activities perceive behaviors as being 

more ethical than managers in manufacturing or 

primary activities. 
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H20: The more formalized the organization, the more 

ethical salespeople's behavior is perceived by the 

managers. 

H21: The more centralized the organization, the more 

ethical salespeople's behavior is perceived by the 

managers. 

Research Model 

The hypotheses presented above can be summarized in 

the model that appears in Figure 3.1. The main effects 

are shown on the right side of the Figure, and other 

effects appear on its left side. 

Organizational consequences, both positive and 

negative, constitute the main determinant of both 

managers' use of rewards and discipline and managers' 

perceptions of ethicality. Positive consequences are 

positively related to the use of rewards and managers' 

perceptions of ethicality and negatively related to the 

use of discipline. Conversely, negative consequences 

are negatively related to the use of rewards and 

managers' perceptions of ethicality but positively 

related to the use of discipline. 

Both types of consequences take place in two 

deontological conditions, ethical and unethical. Thus, 

both the separate effects of the deontological 
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FIGURE 3.1 Main Effects (Right Side) and Other Effects 
(Left Side) on Managers' Choice of Rewards and Discipline 
and Managers' Perceptions of Ethicality. 
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conditions and teleological conditions (organizational 

consequences) on the dependent variables (managers' use 

of rewards and discipline and managers' perceptions of 

ethicality) and the joint effects of the deontological 

and the teleological conditions can also be evaluated. 

Managers' perceptions of ethicality, another 

determinant of managers' use of rewards and discipline, 

are positively related to the use of rewards but 

negatively related to the use of discipline. 

Other effects are hypothesized in the left side of 

the figure. All managers' individual and organizational 

characteristics—the named category if the variable is 

nominal or a greater trait if it is interval—are 

positively correlated with both managers' use of rewards 

and discipline and managers' perceptions of ethicality. 



CHAPTER IV 

RESEARCH METHODOLOGY 

This study is based on an experimental design. An 

experimental design enables the primary sources of 

variability to be identified and the amount of 

variability due to each source to be separated out of 

the total variability in the data. Consequently, the 

analysis associated with an experimental design attempts 

to identify all of the sources contributing to the 

variability in the results and to measure the amount of 

variability due to each source. The remaining 

variability in the data is attributed to randomness 

(error). An experimenter wants to minimize the size of 

the error effect in order to increase the amount of 

variability that is accurately represented by the 

experimental model (Kirk 1982). As Iman and Conover 

(1989) note, a good experimental design reduces the 

error variation as much as possible so that the factors 

of interest can be examined more accurately. 

69 
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A completely randomized design or independent 

sampling design was chosen. In this type of design 

either independent random samples are obtained from each 

of k populations or experimental units are randomly 

assigned to treatments so that each experimental unit is 

independently assigned to one of the k treatments. In 

either case the matching of experimental units with 

treatments is done in a completely random manner. This 

design can be used to compare any number of treatment 

levels. 

The following sections refer to the treatments 

associated with the main independent variable 

(organizational consequences in two deontological 

conditions), measurement of the dependent variables 

(management intervention and managers' perceptions of 

ethicality), other relevant factors (individual and 

organizational characteristics of managers), methods of 

analysis, and research design. 

Use of Scenarios and Systematic 
Manipulation of the Independent Variable 

Organizational Consequences 

This research uses scenarios. Scenarios are the 

primary ethics research method and can be fruitfully 

used when the ethical issues that underlie them are 

systematically manipulated (Akaah 1989). Hunt, Chonko, 
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and Wilcox (1984) suggest that to improve the 

understanding of ethical evaluations scenarios should be 

manipulated in order to explore why certain groups hold 

different views. Hunt (1990) recommends the use of 

scenarios in order to generate large differences among 

respondents on the "ethical judgments" issue. 

Before the scenarios could be crafted, however, the 

first step consisted of determining the number of 

treatment groups. Since organizational consequences is 

a bipolar variable (positive and negative), and because 

their effect had to be measured in at least two 

contrasting deontological conditions (ethical versus 

unethical), k consisted of four treatment groups as 

follows: 

DEONTOLOGICAL CONDITIONS 

ORGANI
ZATIONAL 
CONSE
QUENCES 

Negative 

Positive 

Unethical 

Group 1 

Group 2 

Ethical 

Group 3 

Group 4 

Four selling scenarios were developed, one for each 

treatment group. Two scenarios involve a 

deontologically ethical salesperson behavior and two 

involve a deontologically unethical salesperson 
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behavior. Two scenarios involve negative consequences 

for the company and two involve positive consequences. 

Two scenarios represent overstating utilization of 

plant capacity as the ethical (unethical) problem, and 

two scenarios represent over-recommending expensive 

products as the ethical (unethical) problem. 

Overstating plant capacity utilization is an attempt to 

convey favorable demand conditions by suggesting product 

popularity to customers and by discouraging, as a 

result, price negotiations on the part of the buyer. 

Such an attempt involves lying to the customer and 

violates the "truth telling" deontological norm. Over-

recommending expensive products of the company is an 

attempt to build the dollar size of an order to perhaps 

earn higher commissions by selling a customer higher 

quality than is actually needed. Such an attempt 

involves deceiving the customer and violates the 

deontological norm of "trust." 

Combination of these representations (overstating 

plant capacity utilization and over-recommending 

expensive products) and the two deontological conditions 

resulted in four scenarios as follows: 
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DEONTOLOGICAL CONDITIONS 

Unethical Ethical 

Overstating Plant 
Capacity Utilization 

Scenario 1 Scenario 3 

Ove r-recommend i ng 
Expensive Items 

Scenario 2 Scenario 4 

All scenarios were identically manipulated for 

organizational consequences (positive or negative). 

This requirement was described above as a chief factor 

that is related to the use of rewards and punishment and 

to managers' perceptions of ethicality, and was 

manipulated systematically in order to contrast negative 

consequences with positive consequences in both ethical 

and unethical conditions. Note that organizational 

consequences in both ethical and unethical conditions 

was the only factor being manipulated in this 

experiment. The purpose was to reduce standard error by 

removing other sources of variability, and thus, to 

increase the effect size and the precision of results by 

controlling the source of variation. 

Each subject was given only two scenarios, either 

one and two or three and four, in order to reduce the 

size of the questionnaire (to increase the response 

rate), and to allow systematic manipulation of 

organizational consequences. Thus, four combinations 
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were performed that required four instrument versions as 

follows: 

DEONTOLOGICAL CONDITIONS 

Unethical Ethical 

Negative 
Consequences 

QUESTIONNAIRE 1: 
Scenarios 1 & 2 

QUESTIONNAIRE 3 
Scenarios 3 & 4 

Positive 
Consequences 

QUESTIONNAIRE 2 
Scenarios 1 & 2 

QUESTIONNAIRE 4 
Scenarios 3 & 4 

Scenarios 

Scenarios one and two involve a deontologically 

unethical behavior in relation to either overstating 

utilization of plant capacity or over-recommending 

expensive products. These two scenarios were adapted 

from Bellizi and Hite (1989). From the four scenarios 

these authors used in their survey, only two scenarios 

(overstating plant capacity and over-recommending 

expensive products) produced identical MANOVA results, 

i.e., significant relationships between all the 

independent variables considered by the authors and the 

dependent disciplinary reactions. The other two 

scenarios (failing to encourage product deletion when 

safety is an issue, and reaching quota by doubling an 

order) produced only one significant MANOVA each, and 
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various significant MANOVA interactions which had to be 

explained on the basis of cell mean calculations. To 

avoid these complications, only the first two scenarios 

from Bellizi and Hite were adapted here to include 

positive organizational consequences as well as negative 

organizational consequences, and to be able to 

manipulate this factor alone across the four versions of 

the questionnaire. Note that gender and performance 

were not manipulated here as they were in Bellizi and 

Hite's, and that another fixed condition was added to 

the cases: salespeople are all salaried, so as to 

indicate to the respondents that they as managers can 

assume to have maximum control over the work of their 

salespeople. 

SCENARIO 1̂ . Fred Davis, a salaried salesperson, 

has been one of your top performers over the last 

several years. Recently, in an attempt to 

negotiate the best price, Fred has been telling 

purchasing agents that utilization of plant 

capacity is at a very high level because of the 

popularity of his company's product. Fred does 

^ The sentence in bold letters is replaced with 
the sentence in italics in the positive consequence 
condition. 
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this even when utilization of plant capacity is 

low. However, during a recent sales call, Fred 

lost all credibility with a prospect because the 

prospect knew through a personal friend that Fred's 

plant was operating significantly below capacity. 

The prospect figured that if Fred was willing to 

mislead a customer with inflated accounts of plant 

usage, he might also be less than honest with 

regard to other, more important issues. From that 

point on, Fred had trouble just getting in to see 

this prospect. Purchasing agents are generally 

unaware of Fred's overstatements. Indeed, Fred's 

tactic has resulted in his average prices being 

higher than most other salespeople's and a rise in 

his total dollar sales. 

SCENARIO 2̂ . John Hunter, a salaried salesperson 

you supervise, has been one of your top performers 

over the last several years. Occasionally, John's 

customers ask him which of his products he 

recommends for their company. Regardless of real 

customer needs, John recommends one of the more 

expensive items in his product line. One customer 

2 The sentence in bold letters is replaced with 
the sentence in italics in the positive consequence 
condition. 
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learned of John's over-recommending of expensive 

products from a competing sales rep and all future 

business with this customer was lost. His practice 

has been relatively effective, resulting in 

increased sales of the more expensive products and 

higher profits for the company. 

Scenarios three and four were developed in order to 

present ethical behaviors in relation to either stating 

the utilization of plant capacity or recommending the 

company's products, and the use of rewards. 

Manipulation of conditions in these scenarios were 

performed in the same fashion as in scenarios one and 

two above. 

SCENARIO 3̂ . Fred Davis, a salaried salesperson, 

has been one of your top performers over the last 

several years. Salespeople at Ajax Manufacturing, 

sometimes overstate their present plant capacity 

utilization, believing this will help them 

negotiate the best price with customers. Fred 

thinks that overstating plant utilization is an 

improper sales tactic and expressed this opinion in 

a recent sales meeting. Fred discussed the case of 

2 The sentence in bold letters is replaced with 
the sentence in italics in the negative consequence 
condition. 
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a colleague in another company who had been 

overstating capacity utilization until he lost 

credibility with many of his customers as they 

discovered he was misleading them. Fred obtained 

some support in the meeting but also received some 

criticism. Several months later, salespeople who 

joined Fred's side had increased sales whereas 

those who did not follow Fred's advice had lost 

credibility and experienced declines in their 

sales. Several months later, salespeople who 

followed Fred's recommendation had experienced 

declines in their sales, whereas those who did not 

follow Fred's advice had increased sales. 

SCENARIO 4̂ . John Hunter, a salaried salesperson 

you supervise, has been one of your top performers 

over the last several years. Some salespeople at 

Century Fashion tend to "over-recommend" the 

company's products by encouraging customers to buy 

the more expensive items in the product line 

regardless of actual customer needs. John does not 

engage in this practice, believing it to be an 

improper sales tactic. When asked for advice about 

^ The sentence in bold letters is replaced with 
the sentence in italics in the negative consequence 
condition. 
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products, John first asks the customer what his/her 

needs are and then recommends the product that will 

best satisfy the customer at the minimum price. 

One customer learned of John's good recommendation 

and called him to examine the possibility of buying 

other products. Similarly, other customers learned 

about John's approach and soon John's sales 

increased substantially. However, John's recent 

sales have lagged far behind those of salespeople 

who have adopted the "over-recommending" sales 

tactic. Some managers at Century Fashion believe 

that recent declines in sales and profits are the 

result of salespeople like John not emphasizing 

enough expensive products in their sales 

presentations. 

Because each questionnaire presented two scenarios, 

subjects were instructed to read each scenario 

separately and to answer the questions about their 

supervisory reactions, i.e., the types of rewards or 

punishment they will be inclined to use in relation to 

the ethical/unethical conduct shown in the case, and 

about their perception of ethicality on the basis of 

each case. 
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Measurement of the Dependent Variables: 
Use of Rewards and Discipline, and 

Managers' Perceptions of 
Ethicality 

Use of Rewards and Punishment 

A set of well-known rewards and disciplinary 

actions (see Chapter II) were proposed to the 

respondent, combining extrinsic and intrinsic rewards 

when possible. Both types of actions, rewards and 

punishment, were combined in one scale in order to avoid 

two possible sources of bias: (a) a premonitory sign 

indicating that the case is ethical or unethical, or a 

clue that helps respondents to judge the ethicality of 

the case beforehand, based on the separate use of 

rewards in relation to an ethical behavior, or the use 

of punishment in relation to an unethical one; and, 

(b) the presumed association between positive 

organizational consequences and rewards and between 

negative organizational consequences and punishment, 

which can be inferred from the separate use of rewards 

in relation to given positive organizational 

consequences, and punishment in relation to given 

negative organizational consequences. The survey 

strategy had to be properly designed in order to make 

sure that respondents (managers) are free to choose the 

type of action (from the most rewarding to the most 
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punishing), and free to judge the ethicality of the case 

(from the most ethical to the most unethical). 

After a short case (scenario) was presented to the 

respondent, the following instruction was given: 

"Please read the following set of actions managers in 

previous studies have considered to be either 

appropriate or inappropriate." Note the omission at 

this point of any reference to the ethicality issue, 

which comes after they responded to the questions 

related to the actions. 

The set of actions consisted of a scale of nine 

categories that ranged from the most benevolent reward 

to the most severe punishment, as follows: 

Pay raise and promotion. 

Pay raise. 

Strong encouraging feedback. 

Mild encouraging feedback. 

No action at all. 

Mild (verbal or written) reprimand. 

Strong (verbal or written) reprimand. 

Pay cut. 

Employment termination. 

Then, they were asked: "If you were Fred's (or 

John's, the person in the case) sales manager and 

considered the set of actions listed above...which 
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single action do you believe would be the most 

appropriate to take? (Write in one letter)." The 

answers to this question constituted the primary source 

of information about the manager's actions in relation 

to the case. 

A checking question was added in order to know if 

the manager's personal choice differed from what the 

manager believed other managers prefer. Thus, the 

following question was posed: "From your professional 

experience, which single action would most sales 

managers consider the most appropriate? (Write in one 

letter)." 

Level of Involvement in the Respondent's 
Preference for Rewards and Punishment 

An additional measure was included in order to know 

the level of involvement of the respondent in the choice 

of a managerial action. This measure was included for a 

methodological reason. For the respondent, to express 

an attitude towards an object may not mean simply the 

adoption of one single position out of a number of 

possible or prevalent positions on the issue on 

question. In most instances, having an attitude implies 

a certain relatedness on the part of the respondent to 

the remaining positions that he/she did not choose as 
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representing his/her "most appropriate" or "most 

acceptable" stand, whether the attitude scale uncovers 

this information or not. Thus, knowledge of the 

individual's stand toward the remaining positions on an 

issue becomes highly important, particularly if the 

researcher wants to predict behavior in situations 

relevant to the issue in question. 

Research in other areas has substantiated the 

superiority of assessing attitudes through latitudes of 

acceptance and rejection (Hovland, Harvey, and Sherif 

1957; Sherif and Hovland 1961), and a residual latitude 

of noncommitment (Sherif, Sherif, and Nebergall 1965), 

rather than through single preference of scores or 

averages. The approach is known as the Method of 

Ordered Alternatives (Sherif and Sherif 1967) or the 

Sherif's Social Judgment-Involvement Theory (Rothschild 

and Houston 1977) and consists of identifying the 

respondent's latitude of acceptance (positions the 

individual accepts), latitude of rejection (positions 

the individual rejects), and latitude of noncommitment 

(positions toward which the individual is neutral) on an 

specific issue. The assumption is that a highly 

involved individual having a definite opinion about the 

issue would accept very few positions and reject a wide 

number of positions (narrow latitude of acceptance and 
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wide latitude of rejection). In contrast, an uninvolved 

individual would find more positions acceptable (wide 

latitude of acceptance) or would have no opinion about 

the issue (wide latitude of noncommitment). 

Thus, the following question was asked, "Which 

other actions (if any) do you believe would also be 

appropriate? (Write in letters)." And then, "Which 

single action do you believe would be the most 

inappropriate to take? (Write in one letter)," and 

"Which other actions (if any) do you believe would also 

be inappropriate? (Write in letters)." Similarly, the 

following query was added to the checking question: 

"Which single action would most sales managers consider 

the most inappropriate? (Write in one letter)." 

The Manager's Perception of Ethicality 

A measure of managers' perceptions of ethicality 

was used to determine how ethical (unethical) managers 

believed the behavior described was. This was the last 

question presented in relation to each case. 

Respondents were asked to rank their answers on a seven-

point scale (from 1="very unethical" to 7="very 

ethical"). This measure seeks to differentiate 

managers' perceptions from those of the researcher, and 

to link this research to the process of ethical 
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decision-making (Vitell 1986; Hunt and Vitell 1986), in 

which ethical judgment is an essential element that 

needs to be measured if it is to be analyzed. 

The presentation of two cases (scenarios) each 

followed by similar questions provided the opportunity 

to actually replicate the measures and make use of an 

additional test for the measures reliability. 

Measurement of Managers' Individual and 
Organizational Characteristics 

Nine other factors were hypothesized to be 

significantly related to managers' actions and ethical 

perceptions and evaluated accordingly. This approach 

followed Murphy and Laczniak's recommendation to examine 

"what factors seem to trigger particular ethical 

reactions" (1981, p. 262). 

Seven structural and two non-structural factors 

were included. The seven structural factors—three at 

the individual level, and four at the organizational 

level—were measured by categorical variables (as shown 

below), and the two non-structural factors at the 

organizational level (degree of formalization and degree 

of centralization) were measured by scales adapted from 

Ferrell and Skinner (1988). All scales were rewritten 
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to better reflect the content, and to be grammatically 

improved in order to avoid method artifact. 

Factors 

Figure 4.1 shows the structural and non-structural 

variables that are included in this study in relation to 

both individual and organizational characteristics of 

managers. Only variables that have been investigated in 

relation to ethical outcomes are included (see Chapter 

II). Gender, availability of a code of ethics, and 

organization's industry are categorical variables; 

management rank and enforcement of a code of ethics are 

ordinal; age and size of the organization are interval; 

and degree of formalization and degree of centralization 

are scales as shown below. 

Degree of Formalization Scale. (Answers from 

1="strongly disagree" to 7="strongly agree") 

1) If a written rule does not cover some situation, 

people in my company make up informal procedures for 

doing things as we go along. 

2) There are many things in my work that are not covered 

by some written procedure. 

3) Usually, people in my company do things "by the rule 

book." 
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LEVEL STRUCTURAL 
FACTORS 

NON-STRUCTURAL 
FACTORS 

Individual 
Charac
teristics: 

Management rank or title 
(e.g., vice-pres., mgr.) 

Gender (male, female) 

Age (<35, 36-45, 46-55) 

Organi
zational 
Charac
teristics: 

Availability of a code 
of ethics (yes, no) 

Enforcement of a code 
of ethics (degree of 
strictness) 

Size of the organization 
(number of employees) 

Organization's industry 
(e.g., manufacturing, 
mining, services). 

Degree of 
formalization 
(scale) 

Degree of 
centralization 
(scale) 

FIGURE 4.1 Structural and Non-Structural Factors Used as 
Managers' Individual and Organizational Characteristics. 
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4) Contact with others in my company is on a formal 

preplanned basis. 

5) People in my company usually ignore the rules and 

reach informal agreements to handle situations. 

6) When procedures are given in my company, they usually 

consist of written rules. 

7) My dealings with my company are subject to rules and 

procedures stating how various aspects of my job are 

to be done. 

Degree of Centralization Scale. (Answers from 

1="strongly disagree" to 7="strongly agree") 

1) Any major decision that I make must have my company's 

approval. 

2) In my dealings with my company, even quite small 

matters must be referred to someone higher up for a 

final answer. 

3) I must ask others in my company before I do almost 

anything in my work. 

4) I can take very little action on my own until someone 

5 else in my company approves it. 

^ The original formalization and centralization 
scales used by Ferrell and Skinner (1988) are included in 
APPENDIX D. 
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Methods of Analysis 

Analysis of Variance 

Since we use a completely randomized experimental 

design with the purpose of comparing the means of k 

populations from which the sample data were obtained, 

the primary method of analysis used here is a one-factor 

or one-way analysis of variance (ANOVA). One factor 

refers to the fact that the data are classified into 

groups according to one criterion, or factor. Analysis 

of variance refers to the fact that the analysis 

consists of an examination and identification of the 

sources of variation present in the sample data. ANOVA 

requires an intervally scaled dependent variable (e.g., 

management intervention from one to nine or managers' 

perception of ethicality from one to seven) and a 

nominally scaled independent variable (organizational 

consequences, deontological conditions, or both). Both 

the ANOVA procedure and General Linear Models (GLM) were 

applied with equivalent results despite the slightly 

unequal number of observations for the different 

combinations of the classification variable (SAS 

Institute Inc. 1985). The size differences among the 

class groups were negligible and did not affect the 

ANOVA procedure efficiency. 
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The class variable or single factor used here for 

separating the data into groups was k (factor k) 

consisting of four treatment groups: 

1) deontologically unethical behavior with negative 

consequences, 

2) deontologically unethical behavior with positive 

consequences, 

3) deontologically ethical behavior with negative 

consequences, and 

4) deontologically ethical behavior with positive 

consequences. 

The common variance between k and any of the 

dependent variables (actions of management intervention 

or managers' perceptions of ethicality) was estimated 

using ANOVA. Similarly, ANOVA was used when examining 

the common variance between the dependent variable 

management intervention and managers' perceptions of 

ethicality and between management intervention and 

managers' individual and organizational characteristics. 

Analysis of the dependent variable was preceded by 

an exploratory data analysis stage to determine whether 

the variable met the assumptions of the model for type 

Completely Randomized-/c design, i.e., assumption of 

independence of errors, assumption of normality, and 

assumption of homogeneity of variances (Kirk 1982). 
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The first assumption requires the experimental 

errors to be independent, both within each treatment 

level and across all treatment levels. In this 

research, two requirements were fulfilled accordingly: 

(a) subjects were randomly assigned to the treatment 

levels, and (b) the variables associated with the 

conduct of the experiment were also randomized. 

The second assumption of the model is that the 

experimental errors are normally distributed within each 

treatment population. A frequency distribution of the 

dependent variable scores in each treatment level showed 

the observed error to be normally distributed within 

each treatment level. 

The third assumption is that the variance due to 

experimental error within each treatment population is 

homogeneous. This assumption is tested in the 

analytical chapters by using F Distribution. 

Structural Equation Models Using LISREL 

In addition to the analyses performed by using T-

tests, ANOVA, and MANOVA in order to know the effects of 

the independent variables on the dependent variables, as 

ordinarily done in experimental research, the 

methodology of theory testing via structural equation 

models (Sobel 1987), specifically the LISREL method 
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(Joreskog 1977; Joreskog and Sorbom 1988), was used in 

order to analyze the theoretical relationships among the 

core variables of this research, i.e., deontological 

conditions, teleological conditions (organizational 

consequences), ethical judgment, and management 

intervention. These models assume both that there is a 

"causal" structure among a set of latent variables, and 

that the observed variables are indicators or symptoms 

of the latent variables (Joreskog and Sorbom 1988). In 

addition, these models facilitate the testing of both 

the simultaneous effects and the combination of direct 

and indirect effects of the independent variables on the 

dependent variables. 

The structural equation approach is used here in 

addition to the traditional experimental approach mainly 

because the former offers some advantages over 

traditional analyses of relationships. Bagozzi and Yi 

(1989, p. 282) summarize these advantages as follows: 

(a) the structural equation approach allows for a more 

complete modeling of theoretical relations, whereas 

traditional analyses are limited to associations among 

measures; (b) it does not involve the restrictive 

assumption of homogeneity in variances and covariances 

of the dependent variables across groups, a fundamental 

limitation in current methods of analysis; (c) it 
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provides a natural way to correct for measurement error 

in the measures of variables and thus reduces the 

chances of making type II errors; (d) it treats 

covariates as latent variables, thereby permitting a 

correction for attenuation and increasing the chances 

that valid experimental effects will be detected; and, 

(e) it constitutes a flexible and convenient procedure. 

Moreover, according to Kuhnel (1988), LISREL is less 

restrictive than the conventional methods when using 

several groups and structured means based on raw 

moments. Yet, Kuhnel (1988, p. 513) recommends that is 

best to test means with LISREL only for moderate-sized 

problems, that is, "one-way MANOVA designs with few 

dependent variables and few cells where the sample size 

should not be too small," conditions that are completely 

satisfied in this research. 

LISREL's submethod for directly observed variables 

was used (Joreskog and Sorbom 1988, p. 10) in order to 

perform multivariate regression models and other forms 

of the multivariate general linear model. The LISREL 

program treats the observed variables as they were the 

only indicants of symmetrical latent variables and 

automatically creates the Beta, Gamma, and Psi matrices 

that will provide the LISREL estimates and the model fit 

to the data. In this fashion, LISREL still allows for 
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the simultaneous estimation of both the measurement 

(specifies how the latent variables are related to the 

observed or measured variables) and the structural 

equation (specifies the relationship between the latent 

variables), the two parts of the method (Everitt 1984). 

The overall fit of the models was assessed by the 

criteria recommended in Jorekog and Sorbom (1988), i.e., 

Chi-square and the Chi-square/degrees-of-freedom ratio, 

goodness-of-fit index as well as adjusted goodness-of-

fit index, and root mean squared residual. In addition, 

a close examination of the parameter estimates, their 

standard errors, T-values, and the modification indices 

was performed in order to evaluate the merits of the 

competing models (Lusch and Serpkenci 1990). 

Other Methods 

To estimate the separate effects of k on rewards or 

punishment, as required by hypothesis, T-tests were 

performed. T-tests were also used to estimate the 

separate effects of the measure of perceptions of 

ethicality (collapsed in two groups—ethical and 

unethical) on rewards or punishment. A T-test tests the 

hypothesis that the true means are the same, and 

computes the t statistic based on the assumption that 

the variances of the two groups are equal. Thus, an F' 
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(folded) statistic was computed to test for equality of 

the two variances (Steel and Torrie 1980). A T-test is 

generally considered as a special case of a one-way 

analysis of variance with two levels of classification. 

Similarly, the underlying assumption of the T-test is 

that the variables are normally and independently 

distributed within each group. 

Discriminant analysis was used to compare expected 

membership with actual membership among the four 

treatment groups. The DA Confusion Matrix is used in 

order to compare the category of the variable that the 

discriminant function predicts a subject will be in with 

the category that the subject is actually in. A k-groujp 

dependent variable is used for this analysis. 

In addition, cross-tabs between k and the dependent 

variables were produced in order to see the percentage 

shifts due to treatments. 

Multivariate analysis of variance (MANOVA) was 

utilized when analyzing the relationships between the 

individual and organizational factors, on the one side, 

and the management interventions and managers' 

perceptions of ethicality, on the other side. It also 

was used when estimating the joint effects of all or 

sets of independent variables on the dependent 

variables. MANOVA is appropriate when examining how 
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well the categorical predictor with one or more 

covariates affect the related interval dependent 

variables, and allows the researcher to judge whether 

the treatments were significant on the set of dependent 

variables as a group. In addition, it gives an ordinary 

ANOVA on each dependent variable individually. 

Correlation coefficients (Pearson product-moment) 

between variables were initially obtained to analyze the 

relationships between the individual and organizational 

variables, on the one side, and the management 

interventions and managers' perceptions of ethicality, 

on the other side. Correlation measures the closeness 

of a linear relationship between two variables. If the 

values are normally distributed, then a correlation of 

zero means that the variables are independent of one 

another. In contrast, a correlation of 1 or -1 means 

that a variable x can be expressed exactly as a linear 

function of another variable y. Correlation coefficients 

were also employed when analyzing the mutual 

relationships among all the individual and 

organizational factors. MANOVA tests were performed 

with meaningful groups of variables afterwards. 

Confirmatory (Maximum-1 ike1ihood) factor analysis 

was utilized to examine the internal consistency of the 

scales used to measure the non-structural variables. 
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degree of formalization and degree of centralization. 

This type of factor analysis is appropriate when testing 

hypotheses about the number and content of the common 

factors that were identified prior to the estimation of 

the parameter matrices of the model (Dillon and 

Goldstein 1984). Because the corresponding fidelity 

coefficients were high (Howell, Wilcox, Bellenger, and 

Chonko 1988), the resulting summates of both latent 

variables were computed and, then, used to examine the 

relationship between the non-structural variables and 

the structural ones, so as to assess external 

consistency of the latent variables, and between the 

former and the dependent variables to assess the 

hypothesized relationships. 

Research Design 

Subjects of Study 

Sales and marketing managers are the subjects of 

study. At this level of managerial responsibility the 

effects of both rewards and disciplinary actions could 

be properly evaluated mainly because situational 

constraints tend to have relatively uniform effects on 

individuals when they all share a common work 

environment, either due to the homogenizing conditions 

of work climates (Schneider 1983; Schneider and Reichers 
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1983), or as a result of an organizational culture in 

place (Smircich 1983; Schein 1985). 

Frame 

The sample frame used was a large national base of 

sales and marketing executives. A total pool of about 

100,000 names was offered as a base for sampling by a 

national mail list specialist. They guaranteed 

deliverabi1ity to 93% of their list. 

Sample and Sampling Procedures 

The sample size mainly depended on the desired 

effect size and the power of the statistical test of the 

null hypothesis which essentially states that "there is 

no significant difference between the effects of 

positive organizational consequences and the effects of 

negative organizational consequences in either an 

ethical or an unethical condition on the use of rewards 

or discipline to influence ethical salespeople 

behavior." 

Based on the number of k treatment groups (four), 

an optimal sample size was estimated to be 1% of the 

population. However, because previous studies in 

marketing ethics show a trend of low response rate, an 

optimal sample size for this research was estimated to 
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be 5% of the population. Thus, 5% of names from the 

list of 100,000 was randomly selected. 

Questionnai re 

Data were gathered by a self-administered 

questionnaire randomly mailed to a national 

probabilistic sample of sales and marketing managers. 

As detailed in a previous section, four versions of the 

questionnaire were prepared. Special care was given to 

the length, format and presentation of the 

questionnaire. The length was limited to four pages, 

printed on both sides of a single 11 x 17 sheet. The 

format and presentation followed some techniques 

recommended by Labaw (1980). Copies of the four 

questionnaires are included in APPENDIX A. 

Pretest 

Graduate students at Texas Tech University and the 

American Graduate School of International Management-

Thunderbird (Glendale, AZ) were used to test the 

questionnaires. Results of the pretest were utilized to 

improve both format and content of the questionnaires. 
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Questionnaire Administration 

The sample was inspected to ensure no duplication. 

The first mailing included the questionnaire, a cover 

letter, a short form with only demographic questions for 

those who decided not to return the questionnaire but 

help with some information, and a metered, pre-addressed 

return envelope. The responses to the short form were 

used to determine some characteristics of the non-

respondents in order to compare them with the 

characteristics of the respondents. A sample cover 

letter of each mailing and the short form are included 

in APPENDICES B and C, respectively. 

A follow-up letter and copies of the questionnaire 

and the short form, plus a return envelope, were mailed 

to a random sample equivalent to 20% of the original 

sample four weeks after the first mailing. The response 

rates to the first and second mailings are reported 

be1ow. 

Although the questionnaire was mailed at random, an 

analysis was conducted to verify that the k experimental 

groups that received the four different versions of the 

questionnaire as detailed above were similar in terms of 

both individual and organizational characteristics. 

Chi-square tests and T-tests determined that the four 
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experimental groups were statistically identical in all 

demographic variables. 

Response Rates 

Of the 5,000 questionnaires mailed, 840 envelopes 

were returned including 750 answered questionnaires, 69 

short forms, and 21 returned mail. This gives an 

overall response rate of 16.8% and an effective response 

rate of 15.0%. From the 750 answered questionnaires, 

747 were usable and 71 (9.5%) were returned as part of 

the follow-up campaign. 

At the time of the follow-up mail, a probabilistic 

phone survey was conducted with a 5% of the sample in 

order to know the deliverabi1ity rate. This subsample 

was selected systematically using the original sample 

lists (5,000 names). The results revealed the following 

situations: 

1) Person was no longer with the company because of 

retirement, withdrawal, change of work, or change of 

plant. 

2) Plant or firm was closed. 

3) Address was incorrect, although person could be 

reached by phone. 

4) Person said he or she did not receive the 

questionnai re. 
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5) Person rejected the questionnaire, regardless of 

"good manners." 

6) Person received and returned the questionnaire. 

7) Call could not be completed because of dialing 

problems or no answer in all attempts. 

According to statistical results shown in Table 

4.1, at least 30% of the questionnaires mailed was 

completely undeliverable and another 42% did not reach 

the addressee. Clearly the list used was old and 

outdated for the most part, despite assurances from the 

seller that they would guarantee deliverabi1ity of 93% 

of the total list. In addition, the use of gatekeepers 

in some companies, and the prejudice that this type of 

mail may be "junk mail" (as detected in the phone 

survey), limited the ability of potential respondents to 

decide whether or not to answer the questionnaire. 

Thus, the actual base or effective sample size to 

calculate the response rate was 1400 (28% of 5000), 

resulting in an effective response rate of 53.4%. Such 

a response rate compares very favorably with that for 

other studies dealing with ethical issues in marketing 

that ranged from 19% (Mayo and Marks 1990) to 36% 

(Bellizi and Hite 1989). Granted, most researchers did 

not conduct a phone survey to determine the 

deliverabi1ity rate and, based on this result, adjust 
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TABLE 4.1 

Results of 

Situations 

- Person was no longer 
with the company 

- Plant was closed 

- Address was incorrect 

- Person did not receive 
questionnai re 

- Person rejected quest. 

- Person returned quest. 

- Call was not completed 

TOTAL 

the Phone 

Number 

63 

4 

8 

105 

29 

37 

4 

250 

Survey 

Percent 

25.2 

1 .6 

3.2 

42.0 

11 .6 

14.8 

1 .6 

100.0 

Cumulative 

25.2 

26.8 

30.0 

72.0 

83.6 

98.4 

100.0 
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the sample size accordingly. Yet, as a result of this 

research, knowledge has been acquired to better estimate 

an actual response rate, particularly when the 

deliverabi1ity rate is unknown and difficult to predict 

based on scarce previous experiences. 



CHAPTER V 

EFFECTS OF ORGANIZATIONAL CONSEQUENCES 

AND MANAGERS' PERCEPTIONS OF ETHICALITY 

ON MANAGEMENT INTERVENTION THAT SEEKS 

TO INFLUENCE SALESPEOPLE'S BEHAVIOR 

The main purpose of this chapter is to test 

hypotheses HI to H7 and thereby improve our 

understanding of the effects of organizational 

consequences in two deontological conditions, ethical 

and unethical, on both the use of rewards or punishment 

and managers' perceptions of ethicality. In addition, 

this chapter addresses the extent to which management 

intervention is also affected by managers' perceptions 

of ethicality. Because of the mediating effects of the 

latter on management intervention, the analysis of these 

effects precedes the other sections. The chapter 

concludes with the presentation and discussion of the 

joint effects of organizational consequences, 

deontological conditions, and managers' perceptions of 

ethicality on management intervention. 

105 
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The Effects of Organizational 
Consequences on Managers' 

Perceptions of Ethicality 

It has been shown that the perception of 

consequences has an impact on a resulting ethical 

judgment (Hunt and Vitell 1986; Vitell 1986). There are 

managers who think that certain behaviors are ethical 

because they bring positive consequences to themselves 

or to the company, and those who think that certain 

behaviors are unethical because they are accompanied by 

negative consequences. The question is to what extent 

such an effect prevails in marketing ethics. 

Vitell (1986) found that ethical judgment was 

significantly related to three of four components of 

teleological evaluation, concluding that "teleological 

evaluation is a significant determinant of ethical 

judgments" (p. 173-4). He also found that deontological 

evaluation has a significant effect on ethical 

judgments. Mayo and Marks (1990), who offered an 

empirical test of the Hunt and Vitell model, concluded 

that teleological evaluations had "the strongest 

influence on the manager's ethical judgments." Also, in 

line with Hunt and Vitell's (1986) proposition, there is 

always the possibility that "an individual may perceive 

a particular alternative as the most ethical alternative 
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and, nevertheless, intend to choose another alternative 

because of certain preferred consequences" (p. 10). 

In testing H5, that relates organizational 

consequences with managers' perceptions of ethicality, 

the objective is not only to corroborate or refute the 

findings of previous researchers, but also to measure 

the prevalence of organizational consequences in 

managers' perceptions of ethicality. 

H5: Managers perceive salespeople's behavior to be more 

ethical in conditions of positive organizational 

consequences, and more unethical in conditions of 

negative organizational consequences. 

Table 6.1 shows frequency distributions for 

managers' perceptions of ethicality by the four 

treatment groups. The combination of these groups is 

also called factor k as introduced in the Chapter IV. 

This factor represents the four experimental treatments 

or the 2 x 2 factorial model discussed above. Thus, 

besides analyzing the dependent variable in two separate 

groups: the deontologically ethical and the 

deontologically unethical, by following a distinction 

that is required by the hypotheses, the use of k permits 

us to analyze the dependent variable across the four 

treatment groups and, thus, reach conclusions that are 

consistent with this experimental research design. 
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TABLE 5.1 

Percent Distribution of Managers' Perceptions of 
Ethicality (Grouped) by Four Treatment Groups 

Managers' 
Perceptions 
of 
Ethicality 

DEONTOLOGICALLY 
UNETHICAL CONDITION 

DEONTOLOGICALLY 
ETHICAL CONDITION 

Negat. Posit. Change Posit. Negat. Change 
Conse. Conse. in % Conse. Conse. in % 

OVERSTATING PLANT CAPACITY UTILIZATION: 

Unethical 

Neutral 

Ethical 

TOTAL 

90.5% 

8.9 

0.6 

100.0% 
(179) 

72.1% 

22.6 

5.4 

100.0% 
(186) 

-18.4 

13.7 

5.4% 

4.9 

4.8 89.8 

6.3% 

14.8 

0.9 

9.9 

79.0 -10.8 

100.0% 100.0% 
(176) (206) 

OVER-RECOMMENDING EXPENSIVE PRODUCTS: 

Unethical 

Neutral 

Ethical 

TOTAL 

85.0% 

13.4 

1 .7 

100.0% 
(179) 

77.9% 

17.8 

4.3 

100.0% 
(185) 

-7.1 

4.4 

1 .0% 

3.9 

2.6 95.2 

1.2% 0.2 

17.1 13.2 

81.8 -13.4 

100.0% 100.0% 
(175) (206) 

This distribution of the ethicality measure reveals that 
most managers consider unethical a behavior that is 
deontologically unethical, or ethical a behavior that is 
deontologically ethical. However, a change in the nature 
of the consequences results in some managers considering 
a deontologically unethical behavior neutral or ethical 
when positive consequences are involved, and some managers 
considering a deontologically ethical behavior neutral or 
unethical when negative consequences are involved. 
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Starting in the upper half of Table 5.1, it can be 

observed that, in the case of overstating plant capacity 

utilization, 9% of the managers that dealt with a 

behavior that is unethical and produced negative 

consequences chose a neutral position (neither ethical 

nor unethical). Yet, from those that dealt with an 

unethical behavior but positive consequences, 23% chose 

a neutral position. Hence, the change in the nature of 

the consequences doubled the number of managers labeling 

as neutral a deontologically unethical behavior. Using 

the change in percent from the negative to the positive 

consequences, 18% less managers considered a 

deontologically unethical behavior to be unethical when 

it involved positive consequences, whereas 14% more 

managers considered the same behavior to be neutral and 

5% more managers said it to be ethical when it involved 

positive consequences. 

Similarly, examining the upper right quadrant of 

the table, another 10% of the managers who dealt with a 

behavior that is ethical and produced positive 

consequences said that the behavior is unethical or 

chose a neutral position, but 15% called neutral, and 6% 

unethical, a deontologically ethical behavior because of 

its negative consequences. Again the change in the 

nature of the consequences alone doubled the number of 
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managers naming unethical or neutral a deontologically 

ethical behavior. 

The lower half of Table 5.1 refers to the case of 

over-recommending expensive products and replicates the 

findings of the upper half. The change of the 

consequences alone quadrupled the proportion of managers 

labeling unethical or neutral a deontologically ethical 

behavior, and increased by a factor of 1.5 the number of 

managers calling ethical or neutral a deontologically 

unethical behavior. The changes in percent from one 

consequence to the other exhibit similar trends to those 

shown in the case of overstating plant capacity 

uti1ization. 

Tables 5.2 and 5.3 use the complete scale for 

managers' perception of ethicality to show the 

percentage shifts at a disaggregated level. For 

instance, among the managers who dealt with an unethical 

conduct for overstating plant capacity utilization, 1.4% 

and 18% less managers considered this behavior to be 

very unethical and unethical, respectively, when 

positive consequences were involved, whereas 14% and 3% 

more managers confronting poisitive consequences said 

that this behavior was neutral and ethical, 

correspondingly. Conversely, 15% less managers in the 

ethical situation called it very ethical because of the 
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Percent Distribution of Managers' Perceptions 
of Ethicality Scale by Four Treatment Groups 

OVERSTATING PLANT CAPACITY UTILIZATION 
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Managers' 
Perceptions 
of 
Ethicality 

DEONTOLOGICALLY 
UNETHICAL CONDITION 

DEONTOLOGICALLY 
ETHICAL CONDITION 

Negat. 
Conse. 

Posit. 
Conse. 

Change 
in % 

Posit. 
Conse. 

Negat. Change 
Conse. in % 

Very Unethical 8.4% 

Unethical 47.5 

Slightly Uneth 34.6 

Neither Ethical 
Nor Unethical 8.9 

7.0% 

29.6 

35.5 

22.6 

-1.4 0.5% 

-17.9 

0.9 

1 .0 

3.9 

13.7 4.9 

0.6% 0.1 

1 .7 

4.0 

0.7 

0.1 

14.8 13.9 

Slightly Ethic 0 

Ethical 0.6 

Very Ethical 

TOTAL 

1 .1 

3.2 

1 .1 

100.0% 100.0% 
(179) (186) 

1.1 1.9 

2.6 34.5 

1.1 53.4 

5.1 

35.8 

3.2 

1 .3 

38.1 -15 3 

100.0% 100.0% 
(176) (206) 

A detailed distribution of the ethicality scale reveals 
that most managers consider moderately unethical a 
behavior that is deontologically unethical, but strongly 
ethical a behavior that is deontologically ethical. 
However, a change in the nature of the consequences 
results in some managers considering a deontologically 
unethical behavior only slightly unethical or even neutral 
or ethical when positive consequences are involved, and 
some managers considering a deontologically ethical 
behavior only slightly ethical, neutral or unethical when 
negative consequences are involved. 
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TABLE 5.3 

Percent Distribution of Managers' Perceptions 
of Ethicality Scale by Four Treatment Groups 

OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Managers' 
Perceptions 
Of 
Ethicality 

DEONTOLOGICALLY 
UNETHICAL CONDITION 

DEONTOLOGICALLY 
ETHICAL CONDITION 

Negat. Posit. Change 
Conse. Conse. in % 

Posit. Negat. Change 
Conse. Conse. in % 

Very Unethical 10.1% 

Unethical 49.2 

Slightly Uneth 25.7 

Neither Ethical 
Nor Unethical 13.4 

10.3% 

36.2 

31 .4 

17.8 

0.2 

-13.0 0.5% 

5.7 0.5 

4.4 3.9 

0.6% 0.1 

0.6 

17.1 

0.1 

13.2 

Slightly Ethic 0 

Ethical 1.1 

Very Ethical 0.6 

1 .1 

1 .6 

1 .6 

1 .1 1 .5 

1.5 30.6 

1.0 63.1 

6.9 

40.0 

6.4 

9.4 

34.9 -28.2 

TOTAL 100.0% 100.0% 
(179) (185) 

100.0% 
(175) 

100.0% 
(206) 

A detailed distribution of the ethicality scale reveals 
that most managers consider moderately unethical a 
behavior that is deontologically unethical, but strongly 
ethical a behavior that is deontologically ethical. 
However a change in the nature of the consequences results 
in some managers considering a deontologically unethical 
behavior only slightly unethical or even neutral or 
ethical when positive consequences are involved, and some 
managers considering a deontologically ethical behavior 
only slightly ethical, neutral or unethical when negative 
consequences are involved. 
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negative consequences, but 14% more managers in the 

deontological condition called it neutral when 

considering its negative consequences. 

In the case of over-recommending expensive products 

(Table 5.3), the number of "neutral" managers 

confronting a deontologically ethical situation more 

than quadrupled when the consequences shifted from 

positive to negative, and those facing a deontologically 

unethical situation increased 4% when the consequences 

changed from negative to positive. 

Table 5.4 exhibits least-squared-adjusted means for 

managers' perceptions of ethicality (from 1="very 

unethical" to 7="very ethical"). When managers deal 

with a deontologically ethical behavior, their 

perception of ethicality is substantially higher than 

when managers confront a deontologically unethical 

behavior, as the means for the first condition more than 

doubled the means for the second condition. Moreover, 

the total effect of deontological conditions on 

managers' perceptions of ethicality is 0.68 (R Square) 

in the case of overstating plant capacity utilization, 

and 0.76 in the case of over-recommending expensive 

products. This means that most managers distinguish 

what is ethical from what is unethical through 

deontological considerations alone. 
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TABLE 5.4 

Means and Significance Tests for Managers' Perceptions 
of Ethicality' in Conditions of Positive and Negative 

Organizational Consequences 

Case 
Negat. Posit. 
Conseq. Conseq. F d.f. P>F 

Deontologically Ethical Behavior" 

Overstating 
Plant C.U. 

Over-recom. 
Expens. P. 

5.82 

5.90 

6.24 

6.50 

1 .34 

1 .85 

175&205 .044 

174&205 .000 

Deontologically Unethical Behavior"; 

Overstating 
Plant C.U. 2.46 2.95 1 .97 185&178 .000 

Over-recom. 
Expens. P. 2.50 2.75 1 .38 184&178 .030 

The manager's perception of ethicality was ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." The greater the score, the more ethical the 
behavior, 
behavior. 

The lower the score, the more unethical the 

" Based on GLM estimates, the total effects of 
deontological conditions on managers' perceptions of 
ethicality is 68% (R-Square) in the case of overstating 
plant capacity utilization, and 76% in the case of over-
recommending expensive products. 
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However, some managers experience a perception of 

greater ethicality of a behavior when its organizational 

consequences are positive, and others, a perception of 

lower ethicality when the consequences of the behavior 

are negative, as the means in Table 5.4 are 

significantly higher when the consequences are 

positive, and significantly lower when the consequences 

are negative. Although the total effect of 

organizational consequences on managers' perceptions of 

ethicality is small—R^ = 0.02, significant at p < .0001 

in both cases—it is an important finding as some 

managers may pay more attention to the consequences of 

the behavior than to its deontological ethicality. The 

effects on ethical judgment that are due to consequences 

may be smaller than those that are due to deontological 

considerations, but they are significant and have to be 

taken into account. 

Thus, both the deontological ethicality of a 

behavior and its organizational consequences have an 

important role in determining managers' perceptions of 

ethicality. As Table 5.5 summarizes, the combination of 

both factors, deontological and teleological, explains 

69% of the total variance in managers' perceptions of 

ethicality in the case of overstating plant capacity 

utilization and 77% in the case of over-recommending 
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TABLE 5.5 

Effects of Negative and Positive Organizational 
Consequences on Managers' Perceptions of Ethicality' 

by Four Treatment Groups' 

Case 

BEHAVIOR IS DEONTOLOGICALLY 
UNETHICAL ETHICAL 

Negat.Posit. Negat. Posit. 
Conse. Conse. Conse. Conse. 

F 
Value 

R 
Square 

Overstat. 
Plant CU. 2.42 3.00 5.85 6.26 521.65* .69 

Over-rec. 
Expens.P. 2.50 2.73 5.93 6.54 771.53" .77 

^ Managers' perceptions of ethicality were ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." The 
behavior. The 
behavior. 

higher the score, 
lower the score, the 

the more ethical the 
more unethical the 

^ The Waller-Duncan K-ratio was 
differences between all groups 
relationships are significant. 

used in 
at p < 

a t-test of 
.0001. All 

Significant at p < .0001 
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expensive products. These numbers represent a net 

addition of 1% total explained variance due to 

organizational consequences. 

In turn, managers' perceptions of ethicality have a 

role in their choice of managerial action to encourage 

(discourage) an ethical (unethical) behavior, as 

discussed below. 

The Influence of Organizational 
Consequences on the Use of 

Rewards and Punishment 

Use of Rewards 

Rewards have been said to encourage ethical 

behavior (Murphy and Laczniak 1981) and to be an 

important factor in any framework that tries to 

influence ethical conduct (Ferrell and Gresham 1985). 

Without taking into account other considerations, 

however, we may not know why or when certain rewards do 

not have the expected effects, or why rewards that 

succeed in one situation may not succeed in another. 

Organizational consequences were hypothesized to 

have a role in the use of rewards. De facto, the use of 

rewards may succeed or fail depending on the manager's 

perception of the organizational consequences of the 

ethical behavior that is to be rewarded. Different 

consequences may lead to different rewards or, more 



118 

specifically, negative consequences may lower the 

quality and the extent of the reward. The test of HI 

may contribute to this discussion. 

HI: Management intervention through rewarding 

salespeople for ethical behavior is more benevolent 

in conditions of positive organizational 

consequences than in conditions of negative 

organizational consequences. 

Table 5.6 (upper half) shows that managers that 

perceive positive consequences in salespeople's ethical 

behavior tend to reward them more in both cases. The F 

distribution obtained through a T-test run is 

significant in both cases at p < .0001, meaning that the 

two groups in the comparison are statistically 

different. A simple inspection of the reported means 

shows that those who see positive consequences in the 

behavior would reward almost one scale point (within the 

range of one-to-nine) more an ethical behavior connected 

with overstating plant capacity utilization than those 

who see negative consequences. Similarly, the first 

group would reward 1.5 scale points more an ethical 

behavior that is related to over-recommending expensive 

products than the second group. This trend is confirmed 

in Table 5.7 where the action of other managers is 

evaluated by the respondent. Although the levels of 
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TABLE 5.6 

Means and Significance Tests for Management Intervention 
as Depicted by the Respondent's Possible Action' 

in Conditions of Positive and Negative Organizational 
Consequences 

Case 
Negat. Posit. 
Conseq. Conseq. d.f. P>F 

Deontologically Ethical Behavior": 

Overstating 
Plant C.U. 5.93 6.83 1 .68 175&205 .000 

Over-recom. 
Expens. P. 5.68 7.19 2.97 174&205 .000 

Deontologically Unethical Behavior": 

Overstating 
Plant C.U. 3.80 4.68 1 .73 185&177 .000 

Over-recom. 
Expens. P. 3.65 4.13 1 .33 184&178 .055 

1 Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9='*giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

" Based on GLM estimates, the total effects of 
deontological conditions on management intervention are 
42% (R-Square) in the 
utilization, and 52% 
expensive products. 

case of overstating plant capacity 
in the case of over-recommending 
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TABLE 5.7 

Means and Significance Tests for Management Intervention 
as Depicted by Other Managers' Possible Actions' 

in Conditions of Positive and Negative Organizational 
Consequences 

Case 
Negat. Posit. 
Conseq. Conseq. F d.f. P>F 

Deontologically Eth i ca1 Behav i or": 

Overstating 
Plant C.U. 5.01 6.40 1 .01 17U204 .000 

Over-recom. 
Expens. P. 4.60 6.77 1 .75 172&204 .000 

Deontologically Unethical Behavior"; 

Overstating 
Plant C.U. 4.15 5.41 2.04 183&174 .000 

Over-recom. 
Expens. P. 3.98 5.21 1 .65 183&174 .000 

' Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

" Based on GLM estimates, the total effects of 
deontological conditions on management intervention are 
21% (R-Square) in the case of overstating plant capacity 
utilization, and 28% in the case of over-recommending 
expensive products. 
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rewards appear to be lower than when the respondents 

report their own actions, the distance between the two 

consequential groups continues to be high (1.4 and 1.2 

scale points more rewarding, respectively, in favor of 

the positive consequences) at a p < .0001. 

Use of Punishment 

In a similar fashion, punishment is highly 

influenced by the nature of the consequences of an 

ethical behavior. Ferrell and Gresham (1985) 

hypothesized that the absence of punishment provides an 

opportunity for unethical behavior without regard for 

consequences. Results from the present study show that 

the role of punishment can vary depending on the 

consequences. Bellizi and Hite (1989) observed the 

influence of negative consequences alone. Here, we 

observe the effects of both negative and positive 

consequences. 

H2: Management intervention through disciplining 

salespeople for unethical behavior is more severe 

in conditions of negative organizational 

consequences than in conditions of positive 

organizational consequences. 

Table 5.6 (lower half) shows that managers believe 

unethical behavior should be punished. Observe the 
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adjusted means in the lower section of the Table. They 

are about 35% lower than the means in the upper section 

(ethical behavior), indicating that managers tend to 

reward ethical behavior and punish unethical behavior. 

The total effect of deontological conditions on 

management intervention as represented by the 

respondent's possible action is 42% (R Square) in the 

case of overstating plant capacity utilization, and 52% 

in the case of over-recommending expensive products. To 

a lesser extent, when management intervention is 

represented by other managers' possible action, the R 

Squares are 10% and 13%, correspondingly. 

However, managers will punish more if they see 

negative consequences as they will reward more if they 

see positive consequences. Comparing the two cases in 

the study, managers who perceive negative consequences 

in the unethical behavior will penalize almost one scale 

point (within a range of one-to-nine) more for 

overstating plant capacity utilization than managers who 

perceive positive consequences (Table 5.6). This 

difference is half a scale point in the case of over-

recommending expensive products. Overall, 

organizational consequences explain 9% (R Square) of the 

total variance in management intervention as represented 

by the respondent's possible action in both cases. 
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Managers generally think more positively about 

their own actions than about other managers' actions. 

Table 5.7 presents the means for the actions of other 

managers. Other managers will reward less than will the 

respondent for the same outcome, suggesting magnanimity 

respecting an ethical behavior on the part of the 

respondent, and others will punish less than will the 

respondent, suggesting greater severity for unethical 

conduct on the part of the respondent. Such propensity 

may have increased the explained variance that is 

attributed to organizational consequences: 21% in the 

first case and 28% in the second case (Table 5.7), 

indicating that organizational consequences have a 

greater effect on management intervention when the 

approach towards the relationship is more moderate. 

Use of Rewards and Punishment and the 
Effects of the Four Treatment Groups 

Table 5.8 presents the frequency distributions for 

the manager's most appropriate action by the four 

treatment groups. The majority punish for a behavior 

that is deontologically unethical (left side of the 

table): about seven out of ten when overstating plant 

capacity utilization, and about eight out of ten when 

over-recommending expensive products. 
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TABLE 5.8 

Percent Distribution of Managers' Most Appropriate 
Action (Grouped) by Four Treatment Groups 

Managers' 
Choice of 
Appropriate 
Action 

DEONTOLOGICALLY 
UNETHICAL CONDITION 

DEONTOLOGICALLY 
ETHICAL CONDITION 

Negat. 
Conse. 

Posit. 
Conse. 

Change 
in % 

Posit. 
Conse. 

Negat. Oiange 
Conse. in % 

OVERSTATING PLANT CAPACITY UTILIZATION: 

Punishment 

No Action 

Rewards 

TOTAL 

86.5% 

2.2 

11 .2 

64.0% -22.0 

4.8 

31 .2 

100.0% 100.0% 
(178) (186) 

2.6 

3.4% 

2.9 

20.0 93.7 

14.2% 10.8 

14.2 11 .3 

71.6 -22.1 

100.0% 100.0% 
(176) (206) 

OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Punishment 

No Action 

Rewards 

TOTAL 

91 .6% 

2.8 

5.6 

77.3% -14.3 

6.5 

16.2 

100.0% 100.0% 
(179) (185) 

3.7 

0.5% 

1 .9 

10.6 97.6 

28.0% 27.5 

10.3 8.4 

61.7 -35.9 

100.0% 100.0% 
(175) (206) 

The above distribution of most appropriate rewards and 
punishment reveals that most managers punish for a 
behavior that is deontologically unethical, and reward for 
a behavior that is deontologically ethical. However, a 
change in the nature of the consequences results in some 
managers rewarding (or holding punishment) for a 
deontologically unethical behavior that brings positive 
consequences, and some managers punishing (or holding 
rewards)for a deontologically ethical behavior that brings 
negative consequences. 
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Some managers prefer not to take any action or even 

reward the unethical conduct. This preference becomes 

an issue, however, when the organizational consequences 

of the behavior shift from negative to positive. 

Whereas 13% would reward or take no action for a 

deontologically unethical behavior that produces 

negative consequences, 35% would do it when such 

behavior produces positive consequences in the first 

case. The percentages are 8% and 23%, correspondingly, 

in the second case. 

Similarly, most managers reward for a 

deontologically ethical conduct: about eight out of ten 

in either case. A change in the nature of consequences 

from positive to negative, however, results in some 

managers punishing (or at least holding rewards) for an 

ethical behavior. Whereas only 6% would take no action 

or punish such a behavior when confronting positive 

consequences, 28% would do it when confronting negative 

consequences in the case of overstating utilization of 

plant capacity. The percentage differences are even 

greater (2% and 38%, respectively) when over-

recommending expensive products. 

Thus, organizational consequences, in addition to 

deontological considerations, make a difference in 

managers' choices of action to reward or punish for 
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certain behavior. Some managers would not reward 

ethical conduct when it involves negative consequences. 

Some others would not punish unethical conduct when it 

brings positive consequences. 

Tables 5.9 and 5.10 show the percent distributions 

of the nine-point scale that measures the manager's most 

appropriate action in the two cases. Managers appear to 

be moderate in their choice of either reward or 

punishment in both cases. They would elect to give a 

strong or mild reprimand as opposed to cut pay or 

terminate employment when they want to punish. Yet, a 

change in the consequences from negative to positive 

make some managers to also shift from a strong reprimand 

to a mild one, and to choices that involve 

rewards or no action. Similarly, they would give strong 

or mild encouraging feedback as opposed to raising a pay 

and/or promoting an employee when they want to reward. 

Again, the change of consequences from positive to 

negative makes some managers shift from a strongly 

encouraging feedback to a mildly encouraging one, and to 

choices that involve punishment or a neutral position. 

An examination of managers' most inappropriate 

action (Table 5.11) corroborates the above findings. 

Most managers consider it inappropriate to reward for a 

deontologically unethical behavior when negative 
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TABLE 5.9 

Percent Distribution of Managers* Most Appropriate 
Action Scale by Four Treatment Groups 

OVERSTATING PLANT CAPACITY UTILIZATION 

Managers' 
Choice of 
Appropriate 
Action 

Employment 
Termination 

Pay Cut 
Strong 

Reprimand 

Mild Reprimand 

No Action 
At All 

DEONTOLOGICALLY 
UNETHICAL CONDITION 

Negat. 
Conse. 

0.6% 

0.6 

47.8 

37.6 

2.2 

Posit. 
Conse. 

0% 

0 

21 .0 

43.0 

4.8 

Change 
in % 

-0.6 

-0.6 

-26.8 

5.4 

2.6 

DEONTOLOGICALLY 
ETHICAL CONDITION 

Posit. 
Conse. 

0% 

0 

1 .9 

1 .5 

2.9 

Negat. 
Conse. 

0% 

0 

3.4 

10.8 

14.2 

Change 
in % 

-

1 .5 

9.3 

11 .3 

Mild Encouraging 
Feedback 6.2 16.7 

Strong Encouraging 
Feedback 4.5 9.1 

Pay Raise 0 3.8 
Pay Raise and 

Promotion 0.6 1.6 

10.5 9.7 

4.6 76.2 

35.2 25.5 

35.2 -41.0 

3.8 

1 .0 

TOTAL 100.0% 100.0% 
(178) (186) 

4.9 

2.9 

100.0% 
(176) 

0 

1 .1 

100.0% 
(206) 

-4.9 

-1 .8 

A detailed distribution of the managerial actions scale 
reveals that most managers give a strong or mild reprimand 
for a behavior that is deontologically unethical, or 
strong or mild encouraging feedback for a behavior that is 
deontologically ethical. A change in the nature of the 
consequences, however, results in some managers punishing 
a deontologically unethical behavior with only a mild 
reprimand or not punishing at all when positive 
consequences are involved, and some managers rewarding a 
deontologically ethical behavior with only mild 
encouraging feedback or not rewarding at all when negative 
consequences are involved. 



128 

TABLE 5.10 

Percent Distribution of Managers' Most Appropriate 
Action Scale by Four Treatment Groups 
OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Managers' 
Choice of 
Appropriate 
Action 

DEONTOLOGICALLY 
UNETHICAL CONDITION 

DEONTOLOGICALLY 
ETHICAL CONDITION 

Negat. Posit. Change 
Conse. Conse. in % 

Posit. Negat. Change 
Conse. Conse. in % 

Employment 
Termination 1.7% 

Pay Cut 0.6 
Strong 
Reprimand 48.0 

Mild Reprimand 41.3 

1 .1% -0.7 0% 0% 

0 . 0 

2 8 . 1 

4 7 . 6 

- 0 . 6 

- 1 9 . 9 

6 . 3 

0 

0 

0 . 5 

0 

6 . 9 

21 .1 

•~ 

6 . 9 

2 0 . 6 

No Action 
At All 2.8 

Mild Encouraging 
Feedback 2.8 

Strong Encouraging 
Feedback 1.7 

Pay Raise 
Pay Raise and 
Promotion 

TOTAL 

0 

1 .2 

100.0% 
(179) 

6.5 

11 .4 

3.8 

0.5 

0.5 

100.0% 
(185) 

3.7 1 .9 10.3 8.4 

8.6 9.2 

2.1 62.1 

0.5 18.9 

-0.7 7.3 

100.0% 
(175) 

23.4 14.2 

36.6 -25.5 

0.6 -18.3 

1.1 -6.2 

100.0% 
(206) 

A detailed distribution of the managerial actions scale 
reveals that most managers give a strong or mild reprimand 
for a behavior that is deontologically unethical, or 
strong or mild encouraging feedback for a behavior that is 
deontologically ethical. A change in the nature of the 
consequences, however, results in some managers punishing 
a deontologically unethical behavior with only a mild 
reprimand or not punishing at all when positive 
consequences are involved, and some managers rewarding a 
deontologically ethical behavior with only mild 
encouraging feedback or not rewarding at all when negative 
consequences are involved. 
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TABLE 5.11 

Percent Distribution of Managers' Most Inappropriate 
Action (Grouped) by Four Treatment Groups 

Managers' DEONTOLOGICALLY DEONTOLOGICALLY 
Choice of UNETHICAL CONDITION ETHICAL CONDITION 
Inappropri-
ate Action Negat. Posit. Change Posit. Negat. Oiange 

Conse. Conse. in % Conse. Conse. in % 

OVERSTATING PLANT CAPACITY UTILIZATION: 

Punishment 36.9% 60.0% 23.1 95.1% 87.4% -7.7 

No Action 3.9 2.7 -1.2 2.5 1.7 -0.8 

Rewards 59.2 37.3 -21.9 2.5 10.9 8.4 

TOTAL 100.0% 100.0% 100.0% 100.0% 
(179) (185) (175) (204) 

OVER-RECOMMENDING EXPENSIVE PRODUCTS: 

Punishment 39.1% 50.0% 10.9 95.1% 78.7% -16.4 

No Action 3.4 1.6 -1.8 4.9 1.7 -3.2 

Rewards 57.5 48.4 -9.1 0 19.5 19.5 

TOTAL 100.0% 100.0% 100.0% 100.0% 
(179) (184) (174) (205) 

The above distribution of most Inappropriate rewards and 
punishment reveals that most managers consider 
inappropriate to reward for a deontologically unethical 
behavior when negative consequences are involved, and to 
punish for the same behavior when positive consequences 
are involved. Similarly, most managers consider 
inappropriate to punish for a deontologically ethical 
behavior, more frequently so when positive consequences 
are present, and to reward for the same behavior when it 
involves negative consequences. 
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consequences are involved. Also, most managers consider 

it inappropriate to punish for the same behavior when 

positive consequences are involved. This trend is more 

clearly shown in the case of overstating plant capacity 

utilization (upper left quadrant of Table 5.11). 

Similarly, whereas about nine out of ten managers 

agree that punishing for a deontologically ethical 

behavior is inappropriate, about 11% agree that 

rewarding is most inappropriate when seeing negative 

consequences, compared to 3% that would think the same 

when seeing positive consequences in the case of 

overstating plant capacity utilization. The trend is 

more clearly shown in the case of over-recommending 

expensive products: 20% would say that rewarding for an 

ethical behavior is inappropriate in the presence of 

negative consequences, compared to none in the presence 

of positive consequences. 

Table 5.12 compares the treatment groups regarding 

their effects on management intervention as depicted by 

the respondent's possible action (from 1="terminating 

employment" to 9="giving a pay raise and promotion"). 

The groups are significantly different in all cases, as 

indicated by the significance level of the F value; and 

each group is significantly different from any other, as 

indicated by the Waller-Duncan K-ratio. 
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TABLE 5.12 

Effects of Negative and Positive Organizational 
Consequences on Management Intervention 

as Depicted by the Respondent's Possible Action' 
by Four Treatment Groups^ 

Managers' BEHAVIOR IS DEONTOLOGICALLY 
Choice of UNETHICAL ETHICAL 
Action 

Negat. Posit. Negat. Posit. value RSquare 

Overstating Plant Capacity Utilization: 

Most Approp. 3.79 4.73 5.96 6.83 227.44" .49 

Most Inappro. 6.08 3.89 1.98 1.36 92.74" .28 

Overrecomrrjending Expensive Products: 

Most approp. 3.65 4.15 5.69 7.20 378.01" .62 

Most Inappro. 5.91 4.74 2.59 1.25 83.97" .26 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ The Waller-Duncan K-ratio was used in a t-test of 
differences between all groups at p < .0001. All 
relationships are significant. 

" Significant at p < .0001. 
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In choosing the most appropriate action to 

intervene, managers will consistently reward ethical 

behavior, but will reward more benevolently when 

positive consequences are shown. Conversely, they will 

consistently punish unethical behavior, but will punish 

more severely when negative consequences are shown. 

In addition. Table 5.12 displays the mean values 

for what the managers consider to be the most 

inappropriate action. The average nine-point scale 

action that is rejected is higher when negative 

consequences are involved, meaning that the level of 

rewards that is rejected is higher (from less benevolent 

to more benevolent) in the presence of negative 

consequences than in the presence of positive 

consequences. Conversely, the level of punishment that 

is rejected is lower (from less severe to more severe) 

in the presence of positive consequences than in the 

presence of negative consequences. 

Table 5.12 also shows the R-Square that is 

contributed by k to explain the dependent variable 

management intervention. k explains 49% of the choice 

for most appropriate action in the case of overstating 

plant capacity utilization and 62% of a similar choice 

when over-recommending expensive products. This 

represents a net addition of 7% of explained variance 
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due to organizational consequences in the first case 

(deontological conditions explained 42%), and an 

additional 10% in the second case (deontological 

conditions explained 52%). Factor k also explains 28% 

and 26%, respectively, of the choice for the most 

inappropriate action, signifying that organizational 

consequences add 24% of net explained variance of this 

variable in both cases. 

Table 5.13 corroborates the findings reported in 

Table 5.7. Other managers would reward less than the 

respondent for similar ethical behavior and punish less 

than the respondent for similar unethical behavior. In 

terms of the most inappropriate action, other managers 

would also see that punishing for ethical behavior is 

inappropriate, but they would relax this view to some 

extent when compared to the view of the respondent. 

Similarly, other managers would think that rewarding for 

unethical behavior is most inappropriate, but they would 

be much less strict than the respondent. Also, lower R-

squares in this table mean that the relationship between 

factor k and management intervention is weaker when 

attributed to other managers than when it is self-

attributed. Yet, organizational consequences have a 

greater impact on management intervention when the 

latter is attributed to the most appropriate action of 
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TABLE 5.13 

Effects of Negative and Positive Organizational 
Consequences on Management Intervention as 
Depicted by Other Managers' Possible Actions' 

by Four Treatment Groups^ 

Managers' BEHAVIOR IS DEONTOLOGICALLY 
Choice of UNETHICAL ETHICAL 
Action F 

Negat. Posit. Negat. Posit, value RSqu. 
Conse. Conse. Conse. Conse. 

Overstating Plant Capacity Utilization: 

Most Approp. 4.15 5.46 5.01 6.39 101.44" .30 

Most Inappro. 5.33 2.33 3.17 1.83 45.67" .16 

Overrecommending Expensive Products: 

Most approp. 3.99 6.23 4.60 6.78 165.21" .41 

Most Inappro. 5.28 2.63 4.54 1.51 55.14" .19 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ The Waller-Duncan K-ratio was used in a t-test of 
differences between all groups at p < .0001. All 
relationships are significant, except that between UPC and 
EPC for the most inappropriate action in the first case. 

" Significant at p < .0001. 
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other managers than when it is attributed to that of the 

respondent, as the R-Squares in the first situation are 

higher (21% and 28% in each case, respectively) than 

those in the second situation (9% in both cases). 

Similarly, in relation to the most inappropriate action, 

the R-Squares are higher when reporting for other 

managers (11% and 17%, respectively) than when reporting 

for themselves (5% and 4%, respectively). 

Table 5.14 uses the confusion matrix from 

discriminant analysis to classify the grouped 

observations according to the most appropriate action 

(predictor variable) and compares this distribution with 

the actual membership. Classifying observations that 

pair unethical situations with negative consequences and 

ethical situations with positive consequences does not 

seem to be difficult. Between 80% and 90% of these 

observations were correctly classified. In contrast, 

classifying observations that pair unethical situation 

with positive consequences and ethical situation with 

negative consequences seems to be an unsurmountable 

task. Only 5% in the first pair and 35% in the second 

pair were correctly classified. The reason for the low 

match has to do with the influence introduced by the 

consequences that do not seem to match the deontological 

outcomes logically. Only the columns where "illogical" 
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TABLE 5.14 

Classification Results Based on the Respondent's 
Preference for Rewards and Punishment 

by Four Treatment Groups 

Actual Group 

Number 
of 
Cases 

Predicted Group Membership^ 

Uneth Uneth Ethic Ethic 
Neg.C Pos.C Neg.C Pos.C 

Uneth.Neg.Cons. 178 

Uneth.Pos.Cons. 186 

Ethic.Neg.Cons. 176 

Ethic.Pos.Cons. 206 

154 4 11 9 
(86.5) (2.3) (6.2) (5.1) 

119 9 31 27 
(64.0) (4.8) (16.7) (14.5) 

25 25 62 64 
(5.23)(19.8) (24.4) (50.6) 

7 6 20 173 
(3.4) (2.9) (9.7) (84.0) 

Actual Percent 100 40.9 5.9 16.6 36.6 

Expected Percent 100 23.9 24.9 23.6 27.6 

Percentage of grouped cases correctly classified (main 
diagonal) using the confusion matrix from discriminant 
analysis = 49.92. 

' The rows of the table relate to the actual group 
membership, the four treatment groups. 

^ The columns give the predicted group membership based on 
the distribution of the manager's most appropriate action 
variable. 



137 

pairs prevail (middle columns in Table 5.14) create the 

"confusion" in distinguishing a deontologically ethical 

issue from a deontologically unethical one, and this 

happens only because of the organizational consequences 

introduced. 

In summary, the four treatment groups or factor k 

have a significant effect on management intervention as 

depicted by both the respondent's possible action and 

other managers' possible action. They explain 49% of 

the total variance in the case of overstating plant 

capacity utilization and 62% in the case of over-

recommending expensive products. 

The Latitudes of Acceptance. Rejection, 
and Noncommitment in Respondents' 
Preference for Rewards and Punishment 

The Method of Ordered Alternatives for assessing 

the respondent's latitudes of acceptance, rejection, and 

noncommitment was applied. The number of other actions 

the respondent would choose as alternatives of either 

the "most appropriate" action or the "most 

inappropriate" action was recorded separately to be 

computed as latitudes of acceptance and rejection 

respectively. The residual number from a maximum of 

nine possible alternatives was computed as the latitude 

of noncommitment. 
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To analyze the data, the existing positions upheld 

as "most appropriate" action were related to the average 

number of other alternatives the respondent would choose 

in each category (acceptance, rejection, and 

noncommitment). The "most appropriate" action was 

chosen to anchor the distribution of the other 

alternatives because it represents the entire range of 

positions sampled, from the most severe punishment to 

most benevolent reward, as they can be ordered reliably 

from one extreme to the other by anyone familiar with 

the issue of workers' rewards and punishment. The 

method does not require assumptions about the intervals 

between the available positions (Sherif and Sherif 

1967). 

The results appear in Figure 5.1 for the case of 

overstating plant capacity utilization, and in Figure 

5.2 for the case of over-recommending expensive 

products. The latitude of acceptance is narrow in both 

cases but it increases as choices progress towards 

favoring rewards, or decreases as choices favor 

punishment. This means that managers are more involved 

when they choose punishment than when they do rewards. 

It was expected that managers adopting extreme stands as 

"most appropriate" action would be more likely to be 

highly involved than those with moderate positions, as 
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in previous studies (Sherif and Sherif 1967). Because 

of the manager's tendency to choose moderate rewards or 

punishment, however, and because of the influential 

effects of factor k in the choice of alternatives, the 

extremity of positions becomes less important than the 

nature of the action chosen. 

The latitude of rejection increases in size as a 

function of the narrow latitude of acceptance. It 

fluctuates widely peaking at the neutral position (E), 

becoming relatively narrower in moderate positions for 

both punishment and rewards, and going up in the extreme 

positions for both punishment or rewards. Evidently 

most managers chose moderate positions because of the 

important effects of organizational consequences, and 

rejected extreme positions, as well as the neutral one, 

because of the same reasons. The latitude of 

noncommitment is inversely related to the latitude of 

rejection, as expected. 

The relative sizes of the latitude of acceptance, 

the latitude of rejection, and the latitude of 

noncommitment are clearly different for respondents' 

upholding the various positions. Relative to the 

latitude of acceptance, the latitude of rejection is 

disproportionately greater, indicating that the 

respondents are fundamentally involved with their first 
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choice of reward or punishment. Such a result also 

provides a clue of how good the scale of rewards/ 

punishment reflects what it purports to measure. A 

narrow latitude of acceptance obviously favors the 

assertion that the scale captures the essence of what it 

presumes to measure. 

The Influence of Managers' Perceptions 
of Ethicality on the Use of 

Rewards and Punishment 

There is no previous research on this relationship. 

However, the General Theory of Marketing Ethics (Hunt 

and Vitell 1986) offers guidance as to the type of 

relationship we should expect between ethical judgment 

and ethical behavior. Yet, in theory the reference is 

to the behavior of the person who also makes the ethical 

judgment, whereas in this research the reference is to 

the ethical judgment of managers and to the behavior of 

both managers and salespeople. Hence, the relationship 

here is twofold: (a) managers' ethical judgment and 

managers' behavior as represented by managerial actions, 

and (b) managers' ethical judgment and salespeople's 

behavior. 

According to Hunt and Vitell, ethical behavior is a 

function of the individual's intentions and situational 

constraints, and the intention to adopt a particular 
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alternative is a function of ethical judgments and 

teleological evaluations. In this study, the direct 

relationship between ethical judgment (managers' 

perceptions of ethicality) and one representation of a 

behavior (managerial action consisting of rewards or 

punishment) was hypothesized. H3 refers to the use of 

rewards and H4 refers to the use of discipline, as 

originally formulated. Independent tests for each 

hypothesis were performed. Nevertheless, with the 

advantage of having one scale for rewards and 

punishment, an estimate of the total effect of managers' 

perceptions of ethicality on management intervention 

consisting of both rewards and punishment was also 

developed. 

H3: Management intervention through rewarding 

salespeople for ethical behavior is more benevolent 

when managers' perceptions of the behavior tend to 

be ethical than when perceptions tend to be 

unethical. 

H4: Management intervention through disciplining 

salespeople for unethical behavior is more severe 

when managers' perceptions of the behavior tend to 

be unethical than when the perceptions tend to be 

ethical. 
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Table 5.15 presents the adjusted means resulting 

from T-tests for management intervention as depicted by 

the respondent's possible action. Within a nine-point 

range (from 1="terminating employment" to 9="giving a 

pay raise and promotion"), managers shifted almost three 

scale points from the range of punishment (3.92 average) 

when behavior was considered unethical to the range of 

rewards (6.66 average) when behavior was considered 

ethical in the case of overstating plant capacity 

utilization. Similarly, they shifted three scale points 

from one range to the other due to a different 

perception of the behavior in the case of over-

recommending expensive products. 

Results are similar for management intervention as 

depicted by other managers' possible action (Table 

5.16), except that the means in this Table are 

relatively higher when behavior is considered unethical, 

revealing the opinion that other managers may be less 

strict than the respondent, and lower when behavior is 

viewed ethical, implying that other managers may be less 

magnanimous than the respondent. Such a bias reduces 

the distance between the compared means and renders at 

least one comparison not significant. 

As a result of testing the total effects of 

managers' perceptions of ethicality on their choice of 
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TABLE 5.15 

Means and Significance Tests for Management Intervention 
as Depicted by the Respondent's Possible Action' 
Depending on Managers' Perceptions of Ethicality 

Case 
Behav. Behav. 
Percei. Perceiv. F 
Ethic. Uneth. 

d.f. P>F 

Overstating 
Plant C.U. 6.66 3.92 1 .53 317&334 .000 

Over-recomm. 
Expens. P. 6.70 3.69 1 .54 349&299 .000 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 
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TABLE 5.16 

Means and Significance Tests for Management Intervention 
as Depicted by Other Managers' Possible Actions' 
Depending on Managers' Perceptions of Ethicality 

Case 
Behav. 
Percei 
Ethic. 

Behav. 
Perceiv. 
Uneth. 

d.f. P>F 

Overstating 
Plant C.Util. 5.92 4.50 1 .05 330&312 .633 

Over-recomm. 
Expensive Pr. 5.93 4.43 1 .29 348&295 .022 

' Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

rtmm 
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an action judged the most appropriate or the most 

inappropriate, the following observations can be made. 

First, managers' perceptions of ethicality and managers' 

most appropriate action are related positively and very 

strongly: r = 0.79 (significant at p < .0001) in the 

case of overstating plant capacity utilization, and r = 

0.81 (significant at p < .0001) when over-recommending 

expensive products. 

Second, the contribution of the first variable 

(managers' perceptions of ethicality) to total explained 

variance of the second variable (the first choice of 

management intervention) is high in both cases: 59% in 

the case of overstating plant capacity utilization and 

62% in the case of over-recommending expensive products 

(see Table 5.17). 

Third, the neutral position in the first variable 

("neither ethical nor unethical") is consistent with 

mid-size averages in the second variable (see Table 

5.17), underscoring the importance of the extreme 

positions in managers' perceptions of ethicality in 

explaining the wide difference between the extreme 

averages in managers' choice of action. Such neutral 

position has also an effect on the explained variance 

that is attributed to managers' perceptions of 

ethicality: it reduces the amount of explained variance 
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TABLE 5.17 

Effects of Managers' Perceptions of Ethicality 
on Management Intervention as Depicted 
by the Respondent's Possible Action' 

Manager's Behav. Behav. 
Choice of Percei. Perceiv. F-value R-Square 
Action Ethic. Uneth. 

Overstating Plant Capacity Utilization: 

Most appropriate 6.67 3.93 1097.11^ .64 

Most inappropriate 1.38 5.64 352.08" .36 

Overrecommending Expensive Products: 

Most appropriate 6.71 3.68 1198.51^ .66 

Most inappropriate 1.63 5.80 313.92" .34 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score, the greater the reward. The lower the score, the 
greater the punishment. 

" Significant at p < .0001. 
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from that obtained by only using the extreme positions 

as class variables. The reduction is from 64% to 59% in 

the case of overstating plant capacity utilization, and 

from 66% to 62% in the case of over-recommending 

expensive products. 

Finally, the explained variance in the choice of 

the most inappropriate action is about half (35% and 29% 

in each case, respectively) the percentage in the choice 

of the most appropriate action, mainly because the 

former was directed almost freely to either side of the 

nine-point scale, as a residual answer, whereas the 

latter was performed more in the context of the case and 

tied to a more deliberate decision on the part of the 

respondent. In general, however, managers considered 

most inappropriate to strongly punish a behavior that is 

deontologically ethical. Yet, they did not consider 

most inappropriate to reward a conduct that is 

deontologically unethical, since the average action is 

not completely above "taking no action at all." This 

lack of conviction may be due to the effects of 

organizational consequences that are not taken into 

account in this specific relationship. 

Table 5.18 refers to the relationship between 

managers' perceptions of ethicality and management 

intervention as depicted by other managers' possible 



150 

TABLE 5.18 

Effects of Managers' Perceptions of Ethicality 
on Management Intervention as Depicted 
by Other Managers' Possible Actions' 

Managers' Behav. Behav. Behav. F R 
Choice of Percei. Percei. Percei. Value Square 
Action Ethic. Neutral Uneth. 

Overstating Plant Capacity Utilization: 

Most appropriate 5.92 5.76 4.52 90.02^ .20 

Most inappropriate 2.26 2.38 4.21 31.71" .08 

Overrecommending Expensive Products: 

Most appropriate 5.95 4.97 4.44 79.84" .18 

Most inappropriate 2.57 3.45 4.34 21.13" .06 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the score 
(over "5"), the greater the reward. The lower the score 
(under "5"), the greater the punishment. 

" Significant at p < .0001. 
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action and reflects both a more pronounced lack of 

conviction in discrediting the use of rewards when the 

behavior is unethical and the halo effect in favor of 

the respondent's own image. The percentages of total 

explained variance in management intervention due to 

managers' perceptions of ethicality are all one third to 

one fifth lower than those in Table 5.17 but still 

significant at p < .0001. 

The Joint Effects of Organizational 
Consequences and Managers' Perceptions 

of Ethicality on the Use of 
Rewards and Punishment 

Both factor k and managers' perceptions of 

ethicality are the main determinants of management 

intervention. Together these two variables explain 68% 

of the total variance in the choice of the most 

appropriate action for management intervention in the 

case of overstating plant capacity utilization as shown 

in Table 5.19. This total effect combines: (a) a 

single factor design testing for the effects of k alone, 

(b) the effect of k after removing or adjusting for the 

perceptions of ethicality effects, and (c) the 

interaction effects of k and perceptions of ethicality. 

Each of these effects is significant at p < .0001. 
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TABLE 5.19 

Independent and Joint Effects of Organizational 
Consequences and Managers' Perceptions of Ethicality 

on Management Intervention as Depicted by the 
Respondent's Possible Action' 

Managers' Factor k Percep-Eth. Joint Eff. 
Choice of 
Action R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.^ 

Overstating Plant Capacity Utilization: 

Most appropr. .49 227.4" .59 515.6" .68 214.0" 

Most inapprop. .28 92.7" .35 190.1" .41 72.2" 

Overrecommending Expensive Products: 

Most appropr. .62 378.0" .62 583.9" .73 280.6" 

Most inappropr. .26 84.0" .29 147.3" .36 57.0" 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1 = "terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ Probabilities for this model were calculated using 
MANOVA. The two independent variables with 4 and 7 levels 
correspondingly were factor k and perception of 
ethicality. D.f. = 727. 

" Significant at p < .0001. 
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In the case of over-recommending expensive 

products, the explained variance increases to 73%. All 

effects are significant at p < .0001 for all the 

dependent variables. 

In the first case, managers' perceptions of 

ethicality alone explain a greater proportion, maybe 

because the case provided a clearer (from the point of 

view of the respondent) picture of the behavior, whereas 

in the second case factor k explained more variance when 

working alone and, thus, contributed more to the joint 

effects. 

The joint effects of factor k and managers' 

perceptions of ethicality on management intervention 

when the latter is depicted by other managers' possible 

action are notably lower (Table 5.20). This can be 

interpreted as a bias introduced by the respondents who 

tend to inflate their own position on both management 

intervention and perceptions of ethicality in order to 

benefit from assembling a better image of themselves 

than that of their colleagues. 
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TABLE 5.20 

Independent and Joint Effects of Organizational 
Consequences and Managers' Perceptions of Ethicality 

on Management Intervention as Depicted by 
Other Managers' Possible Actions^ 

Managers' Factor k Percep-Eth. Joint Eff. 
Choice of 
Action R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.^ 

Overstating Plant Capacity Utilization: 

Most appropr. .30 101.4" .20 90.0" .40 67.6" 

Most inapprop. .16 45.7" .08 31.7" .20 25.5" 

Over-recommending Expensive Products: 

Most appropr. .41 165.2" .18 79.8" .46 88.4" 

Most inappropr. .19 55.l" .06 21.l" .25 33.5" 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

2 Probabilities for this model were calculated using 
MANOVA. The two independent variables with 4 and 7 levels 
correspondingly were factor k and perception of 
ethicality. D.f. = 727. 

" Significant at p < .0001. 
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The Simultaneous 
Deontological 
Conditions 
Intervention 
Perceptions 

and 
on 
1 am 
of 

Effects of 
Teleological 
Management 
j Managers' 
Ethicality 

Using the LISREL method, version 7.16 (Joreskog and 

Sorbom 1988), an analysis was performed to estimate the 

simultaneous direct and indirect effects of the 

independent or exogenous variables (deontological 

conditions—DEON for short—and teleological 

conditions—TELEO for short) on the dependent or 

endogenous variables (management intervention—INTERV 

for short—and perceptions of ethicality—ETHIC for 

short), and between the two dependent variables. Both 

cases in the study (overstating and over-recommending) 

were used—remember that results from the second case 

work as replication of those from the first case—but 

only respondents' most appropriate action was analyzed 

mainly because total explained variance is higher when 

respondents refer to their own actions than when they 

interpret other managers' actions. 

The following three alternative models were 

proposed for testing (see Figure 5.3): (a) model one 

hypothesized direct relations between DEON and TELEO, on 

the one side, and ETHIC, on the other side, and between 

ETHIC and INTERV, under the assumption that both DEON 

and TELEO influence INTERV only indirectly; (b) model 
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^1 

INTERV 
^ 

MODEL TWO 

yi 

ETHIC 
021 1 

2̂ 

INTERV 

MODEL THREE 

DEON 

TELEO 

2̂ 

INTERV 

FIGURE 5.3 Competing Models of Marketing Ethical 
Decision-Making. Model Three is a Partial 
Representation of Hunt and Vitell's "General Theory of 
Marketing Ethics" (1986). 
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two hypothesized direct relations between DEON and 

ETHIC, ETHIC and INTERV, and TELEO and INTERV, assuming 

that TELEO does not have indirect effects on INTERV 

because it does not relate to ETHIC at all; and, 

(c) model three hypothesized the same direct relations 

of model one plus a direct relation between TELEO and 

INTERV, assuming that TELEO has both direct and indirect 

effects on INTERV, whereas DEON affects INTERV 

indirectly only. 

Model three was proposed in accordance with Hunt 

and Vitell's (1986) General Theory of Marketing Ethics, 

whereas the other two models were set to challenge model 

three, based on logic more than on existing literature 

(refer to Chapters I and II). Previous empirical 

findings show that deontological conditions affect 

ethical judgment, whereas teleological conditions affect 

both ethical judgment and intentions to behave (Vitell 

1986). Model three tests these relationships as direct 

relationships and other relationships as indirect 

relationships so as to estimate the total effects of the 

model. Previous studies (see Vitell 1986, and Mayo and 

Marks 1990) did not use LISREL or other structural 

equation models that make possible the estimation of 

simultaneous effects, distinguishing the indirect 

effects from the total effects (Sobel 1987). The 



158 

rationale is that the obtained estimates provide the 

best fit between the observed covariances and the model-

implied covariances, "conditional on the theoretically 

dictated placement of the free coefficients in the 

model" (Hayduk 1987, p.159). "It is essential that the 

constraints to be added or dropped shoud be based on 

theory" (Bentler and Chou 1987). 

Table 5.21 presents the pearson correlation matrix 

of the variables for case one (overstating plant 

capacity utilization) with 747 observations, and Table 

5.22 presents the matrix for case two (over-recommending 

expensive products) with 745 observations. Both 

matrices reflect the following: (a) no significant 

relationship between the two exogenous variables (DEON 

and TELEO), as expected, (b) strong and significant 

relationships between DEON and the two endogenous 

variables (ETHIC and INTERV), (c) not as strong but 

significant relationships between TELEO and the two 

endogenous variables, and (d) a strong and significant 

relationship between the two endogenous variables. 

Table 5.23 exhibits the estimated (unstandardized) 

structural parameters and overall fit measures of the 

three competing models for case one (overstating plant 

capacity utilization). Although T-values show that 

LISREL estimates are significant for all three models. 



TABLE 5.21 

Pearson Correlation Coefficients 
OVERSTATING PLANT CAPACITY UTILIZATION 

159 

INDICATORS DEON TELEO ETHIC INTERV 

Exogenous Variable Indicators 

X̂  DEON—Deontological 
Conditions 1.000 

Xg TELEO—Organizational 
Consequences .030 1 .000 

Endogenous Variable Indicators 

Ŷ  ETHIC—Perceptions of 
Ethicality .824 

Yg INTERV—Management 
Intervention .648 

136 

284 

1 .000 

.790 1 .000 

TABLE 5.22 

Pearson Correlation Coefficients 
OVER-RECOMMENDING EXPENSIVE PRODUCTS 

INDICATORS DEON TELEO ETHIC INTERV 

Exogenous Variable Indicators 

X̂  DEON—Deontological 
Conditions 1.000 

Xg TELEO—Organizational 
Consequences .030 

Endogenous Variable Indicators 

1 .000 

Ŷ  ETHIC—Perceptions of 
Ethicality .865 

Yp INTERV—Management 
Intervention .719 

132 

300 

1 .000 

.815 1 .000 
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TABLE 5.23 

Estimated (Unstandardized) Structural Parameters 
and Goodness of Fit of Alternative Models 
OVERSTATING PLANT CAPACITY UTILIZATION 

DIRECT AND (INDIRECT) 
EFFECTS AMONG VARIABLES 
AND MEASURES OF 

UNSTANDARDIZED ML PARAMETER 
ESTIMATES 

OVERALL FIT ESTIMATE 

Mode1 One: 
DEON - ETHIC 
TELEO - ETHIC 
ETHIC - INTERV 
(DEON - INTERV) 
(TELEO - INTERV) 
Total Coeff.of Determination for 
X^ (d.f.=2, p < .00) 
Goodness-of-fit Index 
Adjusted Goodness-of-fit Index 
Root Mean Square Residual 
Model Two: 
DEON - ETHIC 
TELEO - INTERV 
ETHIC - INTERV 
(DEON - INTERV) 
Total Coeff.of Determination for 
X^ (d.f.=2, p < .00) 
Goodness-of-fit Index 
Adjusted Goodness-of-fit Index 
Root Mean Square Residual 
Model Three: 
DEON - ETHIC 
TELEO - ETHIC 
TELEO - INTERV 
ETHIC - INTERV 
(DEON - INTERV) 
(TELEO - INTERV) 
Total Coeff.of Determination for 
X̂  (d.f.=1, P < .327) 
Goodness-of-fit Index 
Adjusted Goodness-of-fit Index 
Root Mean Square Residual 

Ml Vs. M3: D X^=65.86 D d.f. 
M2 Vs. M3: D x2=29.37 D d.f. 

.821 

.111 

.790 
( .648) 
( .088) 
Structural 
66.82 

.959 

.795 

.056 

.824 

.180 

.766 
(.631 ) 
Structura" 
30.33 

.980 

.902 

.046 

.821 

.111 

.180 

.766 
( .628) 
(.085) 

S.E. T-VALUE 

.020 40.275 

.020 5.466 

.022 35.146 
(.024) 
(.016) 
1 Equations=.691 

.021 39.668 

.022 8.362 

.022 35.584 
(.024) 
1 Equations=.706 

.020 40.275 

.020 5.466 

.022 8.286 

.022 35.264 
(.024) 
(.016) 

Structural Equations=.717 
.96 
.999 
.994 
.004 

=1 p-Val 
=1 p-Val 

ue for D < .001 
ue for D < .001 
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and standard errors are low in all three models, only 

model three fits the data well based on the four 

measures of overall fit between the data and the model: 

chi-square (X^), goodness-of-fit index (GFI), adjusted 

goodness-of-fit index (AGFI), and root mean squared 

residual (RMSR) (Joreskog and Sorbom 1988, p. 42). 

Besides using X̂  as a test statistic, researchers 

employ X̂  as a goodness- (or badness-) of-fit measure in 

the sense that "large X̂  values correspond to bad fit 

and small X̂  values to good fit" (J5reskog and Sorbom 

1988, p. 42), or that smaller X̂  values indicate better 

fitting models. Consequently a very small X̂  is 

desirable, since it says "the model's predicted is 

sufficiently close to the observed data S for the 

remaining differences to be mere sampling fluctuations" 

(Hayduk 1987, p. 161). 

Despite a relatively large sample size, in relation 

to which X^-measure is sensitive (large sample sizes 

tend to increase X̂  over and above what can be expected 

due to specification error in the model—Joreskog and 

Sorbom 1988, p. 43), model three results in a X̂  that is 

very small, much smaller than the X^-measures resulting 

from the other two models. Moreover, when the pair-wise 

differences in X̂  and degrees of freedom are compared 

(as in Lusch and Serpkenci 1990, p. 94), as shown at the 
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bottom of Table 5.23, model three provides a significant 

incremental fit at p < .001. Yet, finding a small X̂  

does not prove that one has located the right model. 

"It does indicate we located a model and set of 

coefficient estimates that are consistent with the 

observed covariances" (Hayduk 1987, p. 163). Moreover, 

both the use of X̂  test and the use of xVd.f. ratio is 

limited by the fact of their dependency on sample size, 

which tends to favor underfit models and makes 

definition of satisfactory fit unclear (Wheaton 1987, p. 

128). 

In contrast, the goodness-of-fit index and the 

adjusted goodness-of-fit index are measures of overall 

fit that, unlike X , are independent of the sample size 

and relatively robust against departures from normality. 

The GFI measures the relative amount of variances and 

covariances jointly accounted for by the model. The 

higher the GFI or the closer it is to one, the better 

the fit between the model and the data. The AGFI is 

weighted by the degrees of freedom of the model. 

Compared to the other models, model three produces both 

the highest (closest to 1) goodness-of-fit index (.999) 

and the highest adjusted goodness-of-fit index (.994), 

indicating that model three fits the data almost 

perfectly. 
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The Root Mean Squared Residual (RMSR) is a "measure 

of the average of the fitted residuals and can only be 

interpreted in relation to the sizes of the observed 

variances and covariances in S" (Joreskog and Sorbom 

1988, p. 43). It can be used to compare the fit of two 

different models for the same data. The RMSR is .004 in 

model three and twelve times this residual in the other 

models. Following a rule of thumb, smaller RMSRs are 

better than larger RMSRs, mainly because smaller RMSRs 

minimize the discrepancies between the observed 

covariances and the model-implied covariances (Hayduk 

1987, p. 169). Small RMSRs can also be comparable to 

values expected from samplig error (Anderson and Gerbing 

1984; Anderson and Narus 1990). 

Model three reduces the RMSR by including an effect 

of TELEO on INTERV (freeing Gamma 22 "^^^ estimation) in 

relation to model one, and by including an effect of 

TELEO on ETHIC (freeing Gamma 2̂ ^^^ estimation) in 

relation to model two. This is done, however, not only 

to reduce the RMSR of the model but, more importantly, 

also to increase the goodness-of-fit of the model. 

Hence, also for this criterion, model three fits the 

data better than the other two models. 

Thus, all measures of overall fit indicate that 

model three is the best model to fit the data in case 

r\ 
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one, in addition to being the only model representing a 

theoretical formulation (Hunt and Vitell 1986). In 

addition, the total coefficient of determination for 

structural equations is higher for model three (.72) 

than those for the other models (.70 and .69 for models 

two and one respectively). This coefficient shows the 

strength of the modeled relationships jointly so that 

the larger the value of the coefficient (from zero to 

one), the better the model (Joreskog and Sorbom 1988, p. 

41). 

Furthermore, when model three was reestimated by 

relaxing a fixed parameter (DEON - INTERV) that had a 

maximum modification index (.96)—which when relaxed 

would improve fit maximally—the indirect effect of DEON 

on INTERV was slightly reduced from .63 to .60, but its 

direct effect was only .04 and not significant (T-value= 

.98). Thus, DEON did not affect INTERV directly, and 

model three was supported once more. In contrast, the 

maximum modification indices for the other models (63.0 

for TELEO - INTERV in model one, and 28.8 for TELEO -

ETHIC in model two) corresponded to the parameters that 

were freed in model three resulting in significant 

direct effects. 

Table 5.24 replicates these findings with case two 

(over-recommending expensive products) in support of 
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TABLE 5.24 

Estimated (Unstandardized) Structural Parameters 
and Goodness of Fit of Alternative Models 

OVER-RECOMMENDING EXPENSIVE PRODUCTS 

DIRECT AND (INDIRECT) 
EFFECTS AMONG VARIABLES 
AND MEASURES OF 
OVERALL FIT 

UNSTANDARDIZED ML PARAMETER 
ESTIMATES 

ESTIMATE S.E. T-VALUE 

Model One: 
DEON - ETHIC 
TELEO - ETHIC 
ETHIC - INTERV 
(DEON - INTERV) 
(TELEO - INTERV) 
Total Coeff.of Determination for 
X^ (d.f.=2, p < .00) 
Goodness-of-fit Index 
Adjusted Goodness-of-fit Index 
Root Mean Square Residual 
Model Two: 
DEON - ETHIC 
TELEO - INTERV 
ETHIC - INTERV 
(DEON - INTERV) 
Total Coeff.of Determination for 
X^ (d.f.=2, p < .00) 
Goodness-of-fit Index 
Adjusted Goodness-of-fit Index 
Root Mean Square Residual 
Model Three: 
DEON - ETHIC 
TELEO 
TELEO 
ETHIC 
(DEON 
(TELEO 

ETHIC 
INTERV 
INTERV 
INTERV) 
INTERV) 

.862 

.106 

.815 
(.702) 
(.087) 
Structural 
98. 12 

.942 

.709 

.061 

.865 

.196 

.789 
(.683) 
Structural 
43.59 

.972 

.861 

.045 

.862 

.106 

.196 

.789 
(.680) 
(.084) 

.018 47.846 

.018 5.893 

.021 38.312 
( .023) 
(.015) 
Equations=.759 

.018 46.958 

.020 9.767 

.020 39.359 
(.023) 
Equations=.777 

.018 

.018 

.020 

.020 
(.022) 
(.014) 

47 
5 
9 
39 

846 
893 
685 
027 

Total Coeff.of Determination for Structural Equations=.786 
X^ (d.f. = 1 , p < .002) 
Goodness-of-fit Index 
Adjusted Goodness-of-fit Index 
Root Mean Square Residual 

56 
994 
937 
010 

Ml 
M2 

Vs. MS: D x2=88.56 D d.f. = 1 
Vs. M3: D x2=34.03 D d.f.=1 

p-Value for D < .001 
p-Value for D < .001 
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model three. Again, T-values show that LISREL estimates 

are significant for all three models, and standard 

errors are low in all three models, but only model three 

fits the data well, as demonstrated by the four measures 

of overall fit between the data and the model. Model 

three results in a X^-measure that is relatively small. 

When the pair-wise differences in X̂  and d.f. are 

compared (bottom of Table 5.24), model three provides a 

significant incremental fit at p < .0001. It also 

produces the highest goodness-of-fit index, the highest 

adjusted goodness-of-fit index, and the lowest RMSR 

(.010), less than one fourth the SMSRs obtained by the 

other models. In addition, the total coefficient of 

determination for structural equations jointly is higher 

for model three (.79) when compared with those for model 

two (.78) and model one (.76). 

The only exception came from the reestimation of 

model three by relaxing the fixed parameter DEON -

INTERV due to its high modification index (9.5). 

Besides reducing the indirect effect of DEON on INTERV 

from .68 to .59, it also produced a significant (T-value 

=3.1) although low direct effect of DEON on INTERV 

(.125). Seemingly this result contradicts the theory 

behind model three. Yet, there is also the possibility 

that a direct relationship between DEON and INTERV is 

!».im 
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situation specific (over-recommending expensive 

products) or a method artifact (the way in which 

scenarios were presented to the respondent), as is 

reasonably suspected but needs further exploration. 

Overall, model three succeeds in showing strong 

direct paths from DEON to ETHIC and from TELEO to 

INTERV. DEON and TELEO have also strong indirect paths 

to INTERV. ETHIC and INTERV are strongly interrelated 

as ETHIC influences INTERV and INTERV influences ETHIC. 

The implications of having model three corroborated are 

discussed in Chapter VII. 

^ . . U M l l L l I J i ' '• ̂  » '•' " " ^ >-



CHAPTER VI 

EFFECTS OF MANAGERS' INDIVIDUAL AND 

ORGANIZATIONAL CHARACTERISTICS ON 

MANAGEMENT INTERVENTION AND 

MANAGERS' PERCEPTIONS 

OF ETHICALITY 

This chapter analyzes the impact of managers' 

characteristics, both individual and organizational, 

upon their reward and disciplinary actions as well as 

their perceptions of ethicality. This will be 

accomplished by testing H6 through H21. In addition, 

this study estimates the amount of explained variance 

that is gained by adding various characteristics that 

were not included in the set of hypotheses but that seem 

to be important in profiling the manager, e.g., income, 

size of the salesforce, and business experience. 

An individual and organizational profile of the 

sample precedes the other sections in order to let the 

reader compare the characteristics with their effects on 

the dependent variables. Interval variables are used as 

168 
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such in the analyses, despite their conversion to 

nominal data when used to profile the sample. Each 

section of the chapter concludes with an estimation of 

the joint effects of both the variables under 

consideration and the two main independent variables 

(factor k and perception of ethicality) on the analyzed 

dependent variable (managers' choice of most appropriate 

action and/or managers' perceptions of ethicality). 

Sample Profile 

Individual Characteristics 

Table 6.1 offers an individual profile of the sales 

and marketing managers included in this sample. Almost 

half are in top positions in the company, including some 

in top management (President or Vice President). The 

numbers show slightly more sales managers than marketing 

managers, but both groups can be considered equal in 

view of the fact that the group of sales managers 

include several persons who also perform marketing 

functions. Management rank is positively and 

significantly related (at p < .0001, unless otherwise 

noted) to age, seniority, business experience, income, 

education (p < .03), and degree of formalization of the 

company. 
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TABLE 6.1 

Individual Characteristics of Sample 
n = 747 

Variable and Category Percent 

Job Rank 
Top management in the company" 16.6 
Top position in sales or marketing 32.3 
Middle level position in sales or market. 44.7 
Lower position in sales or marketing 6.2 

Job Title 
President or Vice-President" 16.6 
Vice-President or manager in sales 47.0 
Vice-President or manager in marketing 30.0 
Other positions in sales or marketing 6.2 

Sex 
92.6 
7.4 

18.3 
35.3 
30.4 
15.9 

(45.1) 

31 .9 
25.3 
15.0 
11.1 
16.7 
(11.8) 

Business Experience 
Less than 11 years 10.8 
11 - 20 39.0 
21 - 30 32.3 
More than 30 '•'7.9 
(Average in years) (22.5) 

Age 

Male 
Female 

Less 
36 -
46 -
More 

than 
45 
55 
than 

(Average 

Seniority 
Less 
6 - ' 
11 -
16 -
More 

than 
10 
15 
20 
than 

(Average 

36 

55 
in 

6 

20 
in 

years 

years) 

years 

years) 

o 

in 

Id 

current company 

" Job generally included sales and/or marketing duties 



171 

TABLE 6.1 (Continued) 

Variable and Category Percent 

Income (as in 1989) 
Up to $49,999 25.6 
$50,000 - $89,999 42.0 
$90,000 or more 32.4 
(Average in US $) ($62000.0) 

Education 
High school degree or less 4.2 
Some college 20.7 
College graduate (bachelor degree) 52.2 
Graduate degree (master or higher) 23.0 

Undergraduate Major (n=686) 
In business areas 48.5 
In non-business areas 51.5 

Graduate Major (n=202) 
In business areas 72.8 
In non-business areas 27.2 
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As in other surveys of sales and marketing 

managers, this sample is principally male, middle-aged, 

with some (but not too many) years with the current 

company, but with many years of experience. As 

expected, seniority is positively and significantly 

correlated with age and business experience, as is the 

latter with age. 

These managers also show relatively high incomes, 

with an average of $62,000.00, and relatively high 

levels of education. Almost all attained at least some 

college, and three out of four achieved a college 

degree, including some graduate degrees. While only 

half of undergraduate majors were in business areas (11% 

in Marketing alone), 73% of graduate majors concentrated 

in business professions (18% in Marketing alone). 

Confirming previous trends in social sciences 

research, income, education and age are positively and 

significantly interrelated, with the exception of age 

and education that are negatively related although at a 

level that is not significant, meaning that higher 

education does not naturally "come with" higher age. 

Organizational Characteristics 

The relevant organizational characteristics of this 

sample are presented in Table 6.2. More than half of 

K>v 
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TABLE 6.2 

Organizational Characteristics of Sample 
n = 747 

Variable and Category Percent 

Availability of a Code of Ethics 
Yes 42.7 
No 54.8 
Don't know 2.5 

Enforcement of a Code of Ethics 
Code is enforced strictly or very strictly 36.1 
Code is enforced not so strictly 9.1 
Code is not enforced 54.8 

Size of the Company (number of permanent employees) 
Small (under 50) 20.7 
Medium size (50 - 499) 54.8 
Large (500 or more) 24.5 
(Average in number) (85.0) 

Size of the Sales Force (directly employed only) 
Less than 6 
6 - 1 0 
1 1 - 2 0 
21 - 100 
More than 100 
(Average in number) 

People Regularly Supervised by the Respondent 
Less than 6 
6 - 1 0 
1 1 - 2 0 
More than 20 
(Average in number) 

Industry (sector) 
Primary (agriculture, mining, constr.) 
Secondary (manufacturing) 
Tertiary (trade, services, finance, etc.) 

30.1 
21 .8 
17.0 
20.5 
10.6 

(26.2) 

34.9 
28.0 
17.5 
19.5 

(16.1 ) 

28.9 
49.6 
21 .5 
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the companies do not have a code of ethics, and of those 

who have it, 23% said they do not strictly enforce it, 

whereas 77% declared they do enforce it strictly or very 

strictly. Degree of code enforcement (from 1="not 

strictly at all" to 5="very strictly") is positively and 

significantly related to size of the company and size of 

the sales force at p < .0001, and to number of people 

supervised, seniority, and income at p < .001). 

More than half of the sample is comprised of 

medium-size companies with an average of 85 permanent 

employees. Yet, the size of the sales force fluctuates 

widely from lesser than 6 (30%) to more than 100 (11%). 

Size of the company and size of the sales force 

correlate positively and significantly (at p < .0001). 

Two thirds of the managers regularly supervise 

teams of ten or less people. However, because about 10% 

of managers supervise a large number of subordinates, 

the average is sixteen people. The number of people 

supervised by the respondent is positively and 

significantly correlated with size of the company, size 

of the sales force, seniority, and income at p < .0001, 

and with rank, business experience, and age at p < .01. 

Five out of ten companies are in manufacturing, 

three out of ten develop primary activities such as 
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agriculture, mining, and construction, and two out of 

ten provide services, trade, finance, and the like. 

Finally, the formalization and centralization 

scales reveal that these companies are relatively high 

in formalization and about average in centralization. 

Confirmatory factor analysis resulted in all indicants 

loading well on two factors as predicted, except for one 

indicant (from a total of eleven) that shifted from 

formalization to centralization. From a seven-point 

scale (from 1="strongly disagree" to 7="strongly agree" 

with a statement regarding the company) used to measure 

both formalization and centralization, the sample 

average is 4.2 for the trait of formalization and 3.5 

for that of centralization. As expected, degree of 

formalization is positively and significantly correlated 

with rank, age, business experience, and income at p < 

.0001, and with seniority and number of people 

supervised at p < .01). In contrast, degree of 

centralization is not significantly related to any 

individual or organizational variable. 

^^^•i^e>v 
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Effects of Managers' Individual and 
Organizational Characteristics 

on Management Intervention 

Individual Characteristics 

Management rank or title, gender and age were found 

to be significantly related to various representations 

of ethical conduct (Hunt, Chonko, and Wilcox 1984; 

Chonko and Hunt 1985; Ferrell and Skinner 1988; 

Robideaux, Robin, and Reidenbach 1989). Three 

hypotheses were proposed for testing: H6 in relation to 

rank or title, H7 in regard to gender, and H8 for age. 

H6: The higher the management rank of managers in the 

organization, the more benevolent (severe) will 

their intervention be through rewarding 

(disciplining) salespeople for ethical (unethical) 

conduct, respectively. 

H7: When managers are men, management intervention will 

be more benevolent (severe) through rewarding 

(disciplining) salespeople for ethical (unethical) 

behavior, respectively, than when managers are 

women. 

H8: The younger the manager, the more benevolent 

(severe) will his/her intervention be through 

rewarding (disciplining) salespeople for ethical 

(unethical) conduct, respectively. 



177 

Table 6.3 presents the correlation coefficients 

between the hypothesized individual variables and the 

manager's most appropriate reward and punishment actions 

by the four treatment groups in the case of overstating 

plant capacity utilization. Management rank correlates 

positively and significantly (at p < .01) in two of the 

four controlled situations, corroborating H6 only 

partially. Sex correlates positively but not 

significantly in two situations, leading to a rejection 

of H7. Age correlates negatively and significantly in 

the unethical situations, corroborating the hypothesized 

relationship, but positively and significantly (at p < 

.01) in an ethical one, contradicting H8. From the 

additional variables, only business experience 

correlates significantly (at p < .01) although in 

different directions (positive in two situations and 

negative in one) with the dependent variable. 

Table 6.4 offers insignificant results for the case 

of over-recommending expensive products, with the 

exception of management rank that correlates 

significantly (at p < .01) with the dependent variable 

in one situation, but in the direction that contradicts 

the corresponding hypothesis. 

Overall, the separate correlation coefficients 

between the individual variables and managers' choice of 
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TABLE 6.3 

Correlation Coefficients Between the Individual Variables 
and Managers' Most Appropriate Action 

by Four Treatment Groups 
OVERSTATING PLANT CAPACITY UTILIZATION 

Individual 
Character i st i cs^ 

Sex 

Age 

Seniority 

Business Experience 

Income 

Education 

Managers' Most Appropriate Action^ 

DEON. UNETHICAL DEONTOL. ETHICAL 

Negati. Positi. Negati. Positi. 
Conseq. Conseq. Conseq. Conseq. 

Management Rank .15* 

- . 0 7 

- . 1 7 * 

- . 0 4 

.15* 

.07 

.06 

- . 0 1 

.12 

- . 20** 

- . 0 5 

- . 1 8 * 

.02 

- . 0 4 

- . 0 2 

.00 

- . 0 3 

.07 

- . 0 3 

- . 0 7 

- . 0 3 

.13* 

. 12 

.14* 

.05 

.14* 

.08 

- . 0 4 

^ Age, seniority, and business experience are measured in 
number of years. Income is measured in equal intervals of 
dollar amounts. Management rank (1=lower-level manager, 
2=middle-level manager, 3=top-level manager, 4=company's 
president or VP), and education (1=high-school or less, 
2=some college, 3=college graduate, 4=graduate degree) are 
ordinal variables. Sex (1=female, 2=male) is nominal. 

^ The managers' most appropriate action is ranked on a 
nine-point scale from 1="terminating employment" to 
5="taking no action" to 9="giving a pay raise and 
promotion." The higher the score (over "5"), the greater 
the reward. The lower the score (under "5"), the greater 
the punishment. 

n Significant at p < .001 Significant at p < .01 

• « M 
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TABLE 6.4 

Correlation Coefficients Between the Individual Variables 
and Managers' Most Appropriate Action 

by Four Treatment Groups 
OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Individual 
Characteristics 

2 Managers' Most Appropriate Action 

DEON. UNETHICAL DEONTOL. ETHICAL 
Negati. Positi. Negati. Positi. 
Conseq. Conseq. Conseq. Conseq. 

Management Rank 

Sex 

Age 

Seniority 

Business Experience 

Income 

Education 

12 

05 

05 

04 

04 

02 

05 

- . 1 7 ' 

. 14 

- . 0 1 

.05 

- . 0 4 

.06 

- . 0 0 

- . 0 0 

- . 0 1 

.13 

.16* 

.12 

.01 

- . 1 0 

- . 0 5 

.00 

.04 

.00 

.01 

.01 

- . 0 9 

' Age, seniority, and business experience are measured in 
number of years. Income is measured in equal intervals of 
dollar amounts. Management rank (1=lower-level manager, 
2=middle-level manager, 3=top=level manager, 4=company's 
president or VP), and education (1=high-school or less, 
2=some college, 3=college graduate, 4=graduate degree) are 
ordinal variables. Sex (1=female, 2=male) is nominal. 

^ The managers' most appropriate action is ranked on a 
nine-point scale from 1="terminating employment" to 
5="taking no action" to 9="giving a 
promotion." The higher the score (over 
the reward. The lower the score (under 
the punishment. 

pay raise and 
5"), the greater 
5"), the greater 

» Significant at p < .001 Significant at p < .01 
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rewards and punishment reflect poor relationships and a 

lack of patterns that can show any meaningful 

explanatory route. A final test, however, rests on the 

estimation of their combined effects on the dependent 

variable. 

Table 6.5 accounts for the combined contribution of 

the hypothesized individual variables to the total 

explained variance in both managers' choice of most 

appropriate action and most inappropriate action to 

reward or punish. The combined contribution of the 

three variables is only 2% or less in the case of 

overstating plant capacity utilization and less than 1% 

in the case of over-recommending expensive products, 

significant only in the first case (at p < .01). 

When other individual variables are added, i.e., 

seniority and business experience (that may better 

reflect experience than age alone), and income and 

education (traditional competitors of age in terms of 

explanatory power), the combined contribution of the 

seven variables fluctuates between 1% and 3%, depending 

on the type of action, but the amount of variance 

explained by factor k and perceptions of ethicality is 

not increased by the seven variables in the first case, 

and increased by 1% in the second case (compare joint 

effects in Table 6.5 with joint effects in Table 5.19). 
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TABLE 6.5 

The Effects of Selected Individual Characteristics 
on Management Intervention as Depicted by the 

Respondent's Possible Action' 

As in H6-H8 With 7 Var^ Joint Eff.^ 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.* 

Overstating Plant Capacity Utilization: 

Most appropr. .02 4.0* .03 2.5 .67 97.5** 

Most inapprop. .01 2.1 .014 1.1 .41 33.1** 

Over-recommending Expensive Products: 

Most appropr. .001 0.3 .01 0.8 .74 136.8** 

Most inappropr. .004 0.8 .01 1.0 .37 28.1** 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ Variables: rank, sex, age, seniority, business 
experience, income, and education. 

^ Joint effects of the following variables: factor k, 
perception of ethicality, and the seven individual 
variables including mutual interactions. 

* Probabilities for all the models were calculated using 
MANOVA. D.f. = 656. 

** Significant at p < .0001. * Significant at p < .01. 
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Moreover, in the case of the most appropriate action for 

overstating plant capacity utilization, the total 

explained variance in Table 6.5 (with the seven 

variables) is even 1% less than that in Table 5.19 

(without the seven variables), but this apparent 

contradiction can be attributed to the difference in 

degrees of freedom (compare Table 5.19 with Table 6.5). 

The low overall contribution on the part of the 

individual characteristics is confirmed in Table 6.6 

where the dependent variable is the other managers' 

possible action as perceived by the respondent. Only 1% 

more of the total explained variance for the most 

appropriate action when overstating plant capacity 

utilization is gained by adding the contribution of the 

individual variables to that of the two main independent 

variables (compare Table 6.6 with Table 5.20). 

Thus, H6, H7 and H8 are rejected, indicating that 

individual characteristics explain little of the 

variance in why managers choose levels of rewards or 

punishment. This does not mean, however, that 

researchers should abandon the study of these variables. 

This means that in relation to an ethical behavior, 

individual characteristics may be of less importance 

than the consequences of the behavior and the ethical 

judgment of the respondent. 
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TABLE 6.6 

The Effects of Selected Individual Characteristics 
on Management Intervention as Depicted by 

Other Managers' Possible Actions' 

As in H6-H8 With 7 Var̂  Joint Eff.] 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.* 

Overstating Plant Capacity Utilization: 

Most appropr. .02 4.3* .03 2.3* .41 32.5** 

Most inapprop. .01 2.5 .02 1.6 .20 12.1** 

Over-recommending Expensive Products: 

Most appropr. .006 1.5 .01 1.1 .46 40.5 

Most inappropr. .007 1.7 .02 1.7 .25 16.0** 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

2 Variables: rank, sex, age, seniority, business 
experience, income, and education. 

3 Joint effects of the following variables: factor k, 
perception of ethicality, and the seven individual 
variables including mutual interactions. 

* Probabilities for all the models were calculated using 
MANOVA. D.f. = 656. 

** Significant at p < .0001. * Significant at p < .01. 

"'*•. V 
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Organizational Characteristics 

Enforcement of a code of ethics, size of the 

company, industry, degree of formalization, and degree 

of centralization were hypothesized to impact on the 

manager's choice of rewards or punishment (H9 to H13), 

deriving from previous research on the topic (Ferrell 

and Skinner 1988; Hunt, Chonko, and Wilcox 1984; Chonko 

and Hunt 1985; Akaah and Riordan 1989). 

H9: The more strictly a code of ethics is enforced, the 

more benevolent (severe) will managers' 

intervention be through rewarding (disciplining) 

salespeople for ethical (unethical) conduct, 

respectively. 

H10: The larger the size of the organization, the more 

benevolent (severe) will managers' intervention be 

through rewarding (disciplining) salespeople for 

ethical (unethical) conduct, respectively. 

H11: Managers in organizations that are involved in 

tertiary activities will be more benevolent 

(severe) through rewarding (disciplining) 

salespeople for ethical (unethical) conduct, 

respectively, than managers in manufacturing or 

primary activities. 
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HI 2: The more formalized the organization, the more 

benevolent (severe) will managers' intervention be 

through rewarding (disciplining) salespeople for 

ethical (unethical) conduct, respectively. 

HI 3: The more centralized the organization, the more 

benevolent (severe) will managers' intervention be 

through rewarding (disciplining) salespeople for 

ethical (unethical) conduct, respectively. 

Table 6.7 presents the correlation coefficients 

between the hypothesized organizational variables and 

managers' choice of most appropriate action by the four 

treatment groups in the case of overstating plant 

capacity utilization. All relationships are 

insignificant, except that between centralization and 

most appropriate action which is positive and 

significant (at p < .01) when behaviors are ethical and 

bring positive consequences. 

Table 6.8 refers to case two and shows two 

significant correlations (at p < .01) but in the 

opposite direction between formalization and 

centralization, on the one side, and most appropriate 

action, on the other side. The first relationship 

involves unethical behaviors that bring negative 

consequences and can be interpreted as a tendency to 

punish such behaviors in more formalized organizations. 
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TABLE 6.7 

Correlation Coefficients Between the Organizational 
Variables and Managers' Most Appropriate 

Action by Four Treatment Groups 
OVERSTATING PLANT CAPACITY UTILIZATION 

Organizational 
Character i st i cs^ 

Managers' Most Appropriate Action^ 

DEON. UNETHICAL 
Negati. Positi. 
Conseq. Conseq. Conseq. Conseq. 

Code Enforcement -.09 

Size of the Company -.05 

Industry -.00 

Degree of Formalization-.11 

Degree ofCentralization .03 

Size of Salesforce 

People Supervised 

.02 

-.05 

DEONTOL. 
Negati. 

01 

03 

00 

06 

12 

07 

14 

.12 

.05 

.01 

- . 1 0 

- . 0 6 

- . 0 2 

- . 2 0 

ETHICAL 
Positi . 

n 

- . 1 1 

- . 0 4 

- . 0 3 

.08 

.13* 

- . 0 3 

.04 

' Size of the company is measured by equal intervals of 
personnel number. Size of the salesforce, and people 
regularly supervised by the respondent are measured in 
number of people. Enforcement of a code of ethics (1=no 
enforcement, 2=enforcement is not strict, 3=strict 
enforcement) is ordinal. Industry (1=primary activities, 
2=secondary, and 3=tertiary) is nominal. Formalization 
and centralization are latent variables (6 and 5 indicants 
respectively ranging from 1="strongly disagree" to 
7="strongly agree" with a statement about the company). 

^ The managers' most appropriate action 
nine-point scale from 1="terminating 
5="taking no action" to 9="giving a 
promotion." The higher the score (over 
the reward. The lower the score (under 
the punishment. 

is ranked on a 
employment" to 
pay raise and 

5"), the greater 
5"), the greater 

** significant at p < .001 Significant at p < .01 
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TABLE 6.8 

Correlation Coefficients Between the Organizational 
Variables and Managers' Most Appropriate 

Action by Four Treatment Groups 
OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Organizational 
Characteristics^ 

Code Enforcement 

Size of the Company 

Industry 

Managers ' Most Appropriate 

DEON. UNETHICAL 
Negati. Positi. 
Conseq. Conseq. 

-.05 

.08 

.05 

Degree of Formalization-.15* 

Degree ofCentralizat 

Size of Salesforce 

People Supervised 

ion-.01 

.04 

-.01 

.12 

.04 

-.05 

.03 

-.05 

-.03 

.04 

DEONTOL. 
Negati. 
Conseq. 

.00 

-.09 

-.04 

.03 

-.15* 

-.03 

-.07 

Action^ 

ETHICAL 
Positi. 
Conseq. 

.11 

.01 

.09 

-.06 

.05 

-.06 

-.08 

' Size of the company is measured by equal intervals of 
personnel number. Size of the salesforce, and people 
regularly supervised by the respondent are measured in 
number of people. Enforcement of a code of ethics (1=no 
enforcement, 2=enforcement is not strict, 3=strict 
enforcement) is ordinal. Industry (1=primary activities, 
2=secondary, and 3=tertiary) is nominal. Formalization 
and centralization are latent variables (6 and 5 indicants 
respectively ranging from 1="strongly disagree" to 
7="strongly agree" with a statement about the company). 

^ The managers' most appropriate action is ranked on a 
nine-point scale from 1="terminating employment" to 
5="taking no action" to 9="giving a 
promotion." The higher the score (over 
the reward. The lower the score (under 
the punishment. 

pay raise and 
5"), the greater 
5"), the greater 

n Significant at p < .001 Significant at p < .01 

•m 
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The second relationship involves ethical behaviors that 

bring negative consequences and suggests the way 

managers act in more centralized organizations, e.g., 

punish behaviors because of their consequences. 

In conclusion, the hypothesized relationships with 

code enforcement, size of the company, and industry are 

not significant in both cases, and thus, H9, H10 and H11 

are rejected. Degree of formalization contradicts the 

hypothesized relationship in the only situation where it 

relates significantly to the dependent variable in the 

second case and has no significant relationships in the 

first case, rejecting H12. Degree of centralization 

affirms the relationship in one situation in the first 

case, but contradicts it in another in the second case, 

leading to a rejection of H13. 

From the additional organizational variables 

analyzed, only number of people regularly supervised by 

the respondent relates negatively and significantly (at 

p < .0001) to the dependent variable in one situation in 

the first case, indicating that the more people managers 

supervise, the more severe their actions will be in 

relation to behaviors that are ethical but bring 

negative consequences to the company. Furthermore, size 

of the salesforce does not correlate significantly in 

any situation in any case. 

<^mm 
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Overall, the chosen organizational variables lack 

any significant independent influence on managers' 

choice of the most appropriate action to reward (punish) 

salespeople for ethical (unethical) conduct. A final 

test on these variables rests on the examination of 

their combined effects on the dependent variable. 

Table 6.9 shows the hypotheses tests. The 

contribution of the three hypothesized variables to the 

explained variance in both managers' choice of most 

appropriate action and choice of most inappropriate 

action to reward or punish is insignificant, except for 

the 2% contribution in managers' choice of most 

inappropriate action (significant at p < .01) in the 

first case. When other organizational variables are 

added (as with the individual variables), their overall 

contribution to explained variance is insignificant, 

indicating that this group of characteristics has very 

little to do with the decision to reward or punish 

salespeople for their behavior. Overall, only 2% of 

explained variance in the case of over-recommending 

expensive products and nothing in the case of 

overstating plant capacity utilization (compare Table 

6.9 with Table 5.19) can be attributed to the set of 

organizational variables included in this research or 
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TABLE 6.9 

The Effects of Selected Organizational Characteristics 
on Management Intervention as Depicted by the 

Respondent's Possible Action' 

As H9-H13 With 7 Var^ Joint Eff.^ 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.* 

Overstating Plant Capacity Utilization: 

Most appropr. .01 1.0 .01 0.8 .67 91.0** 

Most inapprop. .02 2.1* .02 1.5 .41 31.5** 

Over-recommending Expensive Products: 

Most appropr. .01 1.3 .01 1.1 .75 132.1** 

Most inappropr. .01 1.7 .02 1.4 .38 26.8** 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1 = "terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ Variables: enforcement of a code of ethics, size of the 
company, industry, size of the salesforce, people 
regularly supervised by the respondent, formalization, and 
centralization. 

^ Joint effects of the following variables: factor k, 
perception of ethicality, and the seven organizational 
variables including mutual interactions. 

* Probabilities for all the models were calculated using 
MANOVA. 

** Significant at p < .0001. * Significant at p < .01. 

c\ 
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their interaction with the main independent variables 

(factor k and managers' perceptions of ethicality). 

This result is corroborated by the analysis of the 

impact of these variables on other managers' possible 

action as perceived by the respondent (Table 6.10). Up 

to 2% gain in case one and 3% gain in case two can be 

attributed to these organizational variables or their 

interaction with the main independent variables. In 

contrast, the latter account for 40% to 46% of explained 

variance for the most appropriate action, and 20% to 25% 

of the same for the most inappropriate action (compare 

Table 6.10 with Table 5.20). 

Thus, hypotheses H9, H10, H11, H12, and H13 are 

rejected, indicating that overall organizational 

variables explain very little why managers may choose 

rewards or punishment, or more of a reward or more of a 

punishment, to encourage (discourage) ethical 

(unethical) behavior, respectively. Even the common 

belief that enforcement of codes of ethics has something 

to do with that selection is disapproved, as is the 

belief that larger companies, more formalized firms, or 

manufacturers would be more inclined to punish only 

because they are larger, more formalized, or 

manufacturers. 
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TABLE 6.10 

The Effects of Selected Organizational Characteristics 
on Management Intervention as Depicted by 

Other Managers' Possible Actions' 

As H9-H13 With 7 Var^ Joint Eff.^ 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.* 

Overstating Plant Capacity Utilization: 

Most appropr. .01 1.2 .01 0.8 .41 30.5** 

Most inapprop. .003 0.9 .008 0.6 .22 12.3** 

Over-recommending Expensive Products: 

Most appropr. .006 0.7 .007 0.6 .48 40.5** 

Most inappropr. .003 0.4 .01 0.9 .28 16.6** 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ Variables: enforcement of a code of ethics, size of the 
company, industry, size of the sales force, people 
regularly supervised by the respondent, formalization, and 
centralization. 

^ Joint effects of the following variables: factor k, 
perception of ethicality, and the seven organizational 
variables including mutual interactions. 

* Probabilities for all the models were calculated using 
MANOVA. 

t* Significant at p < .0001. 
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The Combined Effects of Individual 
and Organizational Variables 

In summary, the analysis of the impact of managers' 

individual and organizational characteristics, although 

appealing at a first sight, shows that very little 

improvement in our understanding of management 

intervention to influence ethical (unethical) behavior 

should be expected due to these variables. Table 6.11 

contrasts the "main effects" or amount of explained 

variance by both factor k and managers' perceptions of 

ethicality with "other effects" (the set of all 

individual and organizational variables analyzed), and 

the "joint effects" (all the variables used in this 

study). The gain due to using other than the main 

independent variables is only 1% when choosing the most 

inappropriate action in the case of overstating plant 

capacity utilization (compare Table 6.11 with Table 

5.19), and only 2% and 1% when choosing the most 

appropriate and most inappropriate actions, 

respectively, in the case of over-recommending expensive 

products. 

Table 6.12 replicates the above findings. Other 

managers' possible actions are not better explained by 

managers' individual and organizational characteristics 

than the respondent's own actions. Only 2% of explained 
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TABLE 6.11 

Main Effects Versus Other Effects 
on Management Intervention as Depicted by the 

Respondent's Possible Action' 

Main Effects Other Effects Joint Eff.^ 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.^ 

214.0** 

72 .2* * 

.04 

.03 

2 .0 * 

1 .4 

. 68 

.42 

64.6** 

22.4** 

Overstating Plant Capacity Utilization: 

Most appropr. .68 

Most inapprop. .41 

Over-recommending Expensive Products: 

Most appropr. .73 280.6** .02 0.9 .75 93.4** 

Most inappropr. .36 57.0** .03 1.3 .37 18.1** 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ Main effects include factor k and perception of 
ethicality. Other effects include all individual and 
organizational variables. Joint effects include both main 
effects and other effects. 

^ Probabilities for this model were calculated using 
MANOVA. 

** Significant at p < .0001. * Significant at p < .01. 
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TABLE 6.12 

Main Effects Versus Other Effects 
on Management Intervention as Depicted by 

Other Managers' Possible Actions^ 

Main Effects Other Effects Joint Eff. 2 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod."̂  

Overstating Plant Capacity Utilization: 

Most appropr. .40 67.6** .05 2.0* .42 22.6** 

Most inapprop. .20 25.5** .03 1.4 .22 8.9** 

Over-recommending Expensive Products: 

Most appropr. .46 88.4** .02 0.9 .49 29.5** 

Most inappropr. .25 33.5** .04 1.6 .27 11.2** 

^ Management intervention through rewarding/punishing 
salespeople was ranked on a nine-point scale from 
1="terminating employment" to 5="taking no action" to 
9="giving a pay raise and promotion." The higher the 
score (over "5"), the greater the reward. The lower the 
score (under "5"), the greater the punishment. 

^ Main effects include factor k and perception of 
ethicality. Other effects include all individual and 
organizational variables. Joint effects include both main 
effects and other effects. 

^ Probabilities for this model were calculated using 
MANOVA. 

** Significant at p < .0001. * Significant at p < .01. 
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variance is added to the main effects by these variables 

in the case of overstating plant capacity utilization, 

and between 2% to 3%, in the case of over-recommending 

expensive products (compare Table 6.12 with Table 5.20). 

Hence, these findings corroborate the importance of 

factor k and managers' perceptions of ethicality in 

explaining managers' choice of rewards or punishment. 

Effects of Managers' Individual and 
Organizational Characteristics on 

Managers' Perceptions of 
Ethicality 

The chosen individual and organizational 

characteristics are also related to managers' 

perceptions of ethicality to see if they explain 

variances in ethical judgment, although they may not 

explain more than very small variances in management 

action designed to modify salespeople's behavior. The 

same variables are used and the same type of analysis is 

performed. 

Individual Characteristics 

H14, H15, and H16 refer to the impact of individual 

characteristics on managers' perceptions of ethicality. 

i<.<niPMllll.l«. V 
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H14: The higher the management rank of managers in the 

organization, the more ethical salespeople's 

behavior will be perceived by the managers. 

HI5: Managers that are men will perceive behaviors as 

being more ethical than managers that are women. 

H16: Younger managers will perceive behaviors as being 

more ethical than older managers. 

Table 6.13 exhibits the correlation coefficients 

between the hypothesized individual variables and 

managers' perceptions of ethicality in the case of 

overstating plant capacity utilization. Management rank 

correlates positively and significantly (at p < .01) in 

one situation only, offering a partial corroboration of 

H14. Sex shows no significant relationships and, thus, 

H15 is rejected. Age is significantly correlated to the 

dependent variable but in the opposite direction to that 

hypothesized, rejecting H16. The three variables show 

no significant relationships in the case of over-

recommending expensive products, except for the variable 

sex that is positively related to ethical judgment when 

behaviors are unethical but bring positive consequences 

(Table 6.14). 

From the additional individual variables analyzed, 

only income and ethical judgment are related positively 

(significant at p < .01) in one situation in case one. 

•>s. 
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TABLE 6.13 

Correlation Coefficients Between the Individual Variables 
and Managers' Perceptions of Ethicality 

by Four Treatment Groups 
OVERSTATING PLANT CAPACITY UTILIZATION 

Individual 
Characteristics^ 

Management Rank 

Sex 

Age 

Seniority 

Business Experience 

Income 

Education 

Managers ' Percept 

DEON. UNETHICAL 
Negati. Positi. 
Conseq. Conseq. 

.15* 

.01 

-.11 

.05 

-.02 

.16* 

.11 

.02 

. 12 

-.25** 

-.04 

-.21** 

.04 

.07 

ions Ethicality^ 

DEOhfTOL. 
Negati. 
Conseq. 

-.04 

-.00 

-.09 

.07 

-.05 

-.04 

-.01 

ETHICAL 
Positi. 
Conseq. 

.05 

.09 

.03 

-.01 

.07 

.06 

-.06 

^ Age, seniority, and business experience are measured in 
number of years. Income is measured in equal intervals of 
dollar amounts. Management rank (1=lower-level manager, 
2=middle-level manager, 3=top=level manager, 4=company's 
president or VP), and education (1=high-school or less, 
2=some college, 3=college graduate, 4=graduate degree) are 
ordinal variables. Sex (1=female, 2=male) is nominal. 

2 Managers' perceptions of ethicality are ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." 
behavior, 
behavior. 

The higher the score, the more ethical the 
The lower the score, the more unethical the 

** significant at p < .001. Significant at p < .01 
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TABLE 6.14 

Correlation Coefficients Between the Individual Variables 
and Managers' Perceptions of Ethicality 

by Four Treatment Groups 
OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Individual 
Characteristics 

Managers' Perceptions Ethicality 2 

DEON. UNETHICAL DEONTOL. ETHICAL 

Negati. Positi. Negati. Positi. 
Conseq. Conseq. Conseq. Conseq. 

Management Rank 

Sex 

Age 

Seniority 

Business Experience 

Income 

Education 

04 

09 

07 

04 

12 

17' 

,14 

.10 

.15* 

.01 

.01 

.00 

.19* 

.13 

.01 

- . 0 1 

. 03 

.08 

.06 

- . 0 2 

- . 0 3 

- . 1 0 

- . 1 3 

- . 0 2 

- . 0 5 

- . 0 2 

- . 0 5 

- . 0 5 

^ Age, seniority, and business experience are measured in 
number of years. Income is measured in equal intervals of 
dollar amounts. Management rank (1=lower-level manager, 
2=middle-level manager, 3=top=level manager, 4=company's 
president or VP), and education (1=high-school or less, 
2=some college, 3=college graduate, 4=graduate degree) are 
ordinal variables. Sex (1=female, 2=male) is nominal. 

^ Managers' perceptions of 
seven-point scale from 1= 
ethical." The 
behavior. The 
behavior. 

ethicality are ranked on a 
very unethical" to 7="very 

higher the score, the more ethical the 
lower the score, the more unethical the 

** significant at p < .001 Significant at p < .01 
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and in two situations in case two. Overall, the seven 

individual variables do not seem to influence managers' 

perceptions of ethicality with the exception of a few 

situations. An examination of their combined effects 

follows. 

Table 6.15 presents separate tests for the 

variables named in the hypotheses and for the expanded 

set of individual variables that aim at improving the 

outcome. Neither strategy resulted in a meaningful 

gain. The original variables explained only 1% of 

variance (significant at p < .01) in the case of 

overstating plant capacity utilization, and 0.1% (non

significant) in the second case. The expanded set of 

variables explained 2% and 1%, respectively, but at 

lower levels of significance. Compared with the impact 

of factor k upon the same dependent variable (Table 

5.5), these individual variables add only 1% of 

explained variance to total variance of managers' 

perceptions of ethicality when overstating plant 

capacity utilization, and nothing when over-recommending 

expensive products. On this basis, H14, H15, and H16 

are al1 rejected. 



201 

TABLE 6.15 

The Effects of Selected Individual Characteristics 
on Managers' Perceptions of Ethicality' 

As H14-H16 With 7 Var^ Joint Eff.^ 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.^ 

Overstating 
Plant C.U. .01 2.8* .02 1.8 .70 93.5** 

Over-recom. 
Expens. P. .001 0.4 .01 0.9 .77 133.8** 

^ Managers' perceptions of ethicality were ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." The higher the score, the more ethical the 
behavior. The lower the score, the more unethical the 
behavior. 

^ Variables: rank, sex, age, seniority, business 
experience, income, and education. 

^ Joint effects of the following variables: factor k, and 
the 7 individual variables including mutual interactions. 

* Probabilities for this model were calculated using 
MANOVA. 

** Significant at p < .0001. 

* Significant at p < .01. 
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Organizational Characteristics 

H17, H18, H19, H20, and H21 refer to the impact of 

several organizational characteristics of managers upon 

their perceptions of ethicality. 

H17: The more strictly a code of ethics is enforced, the 

more ethical salespeople's behavior will be 

perceived by the managers. 

H18: The larger the size of the organization, the more 

ethical salespeople's behavior will be perceived by 

the managers. 

H19: Managers in organizations that are involved in 

tertiary activities will perceive behaviors as 

being more ethical than managers in manufacturing 

or primary activities. 

H20: The more formalized the organization, the more 

ethical salespeople's behavior will be perceived by 

the managers. 

H21: The more centralized the organization, the more 

ethical salespeople's behavior will be perceived by 

the managers. 

Tables 6.16 and 6.17 present the hypothesized 

relationships between the organizational characteristics 

of managers and their perceptions of ethicality for the 

two cases, respectively. None of the three variables 

relate significantly and in the hypothesized direction 
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TABLE 6.16 

Correlation Coefficients Between the Organizational 
Variables and Managers' Perceptions of 
Ethicality by Four Treatment Groups 

OVERSTATING PLANT CAPACITY UTILIZATION 

Organizational 
Characteristics^ 

Managers' Perceptions Ethicality^ 

DEON. UNETHICAL DEONTO. ETHICAL 
Negati. Positi. Negati. Positi. 
Conseq. Conseq. Conseq. Conseq. 

Code Enforcement -.16 

Size of the Company -.03 

Industry -.07 

Size of Salesforce .03 

People Supervised .01 

Degree of Formalization-.04 

Degree ofCentralization-.01 

.06 

.11 

.08 

.18* 

.04 

.07 

.01 

.06 

- . 0 1 

- . 0 6 

- . 0 2 

.02 

- . 0 9 

. 00 

- . 0 0 

- . 0 3 

.01 

.01 

.04 

.02 

.08 

' size of the company is measured by equal intervals of 
personnel number. Size of the salesforce, and people 
regularly supervised by the respondent are measured in 
number of people. Enforcement of a code of ethics (1=no 
enforcement, 2=enforcement is not strict, 3=strict 
enforcement) is ordinal. Industry (1=primary activities, 
2=secondary, and 3=tertiary) is nominal. Formalization 
and centralization are latent variables (6 and 5 indicants 
respectively ranging from 1="strongly disagree" to 
7="strongly agree" with a statement about the company). 

^ Managers' perceptions of ethicality were ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." The higher the score, the more ethical the 
behavior. The lower the score, the more unethical the 
behavior." 

** significant at p < .001. Significant at p < .01 

"^^••tV 
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TABLE 6.17 

Correlation Coefficients Between the Organizational 
Variables and Managers' Perceptions of 
Ethicality by Four Treatment Groups 
OVER-RECOMMENDING EXPENSIVE PRODUCTS 

Organizational 
Characteristics^ 

Managers' Perceptions Ethicality^ 

DEON. UNETHICAL DEONTO. ETHICAL 
Negati. Positi. Negati. Positi. 
Conseq. Conseq. Conseq. Conseq. 

Code Enforcement -.08 

Size of the Company .09 

Industry -.13 

Size of Salesforce .09 

People Supervised .04 

Degree of Formalization .03 

Degree ofCentralization .03 

.06 

.06 

-. 14 

-.09 

-. 10 

-.04 

.00 

.09 

-.08 

-. 12 

.04 

.02 

-.07 

-.16* 

-.06 

-.08 

.05 

-.08 

-.08 

.08 

.06 

^ Size of the company is measured by equal intervals of 
personnel number. Size of the salesforce, and people 
regularly supervised by the respondent are measured in 
number of people. Enforcement of a code of ethics (1=no 
enforcement, 2=enforcement is not strict, 3=strict 
enforcement) is ordinal. Industry (1=primary activities, 
2=secondary, and 3=tertiary) is nominal. Formalization 
and centralization are latent variables (6 and 5 
indicants, respectively, ranging from 1="strongly 
disagree" to 7="strongly agree" with a statement about the 
company). 

^ Managers' perceptions of ethicality were ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." The higher the score, the more ethical the 
behavior. The lower the score, the more unethical the 
behavior." 

IK Significant at p < .001 Significant at p < .01 
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(positive) to the dependent variable, nor do the 

additional organizational variables, rejecting H17, H18, 

H19, H20, and H21, and underscoring the lack of 

importance of these organizational characteristics in 

predicting managers' perceptions of ethicality. 

Similarly, Table 6.18 exhibits no significant 

effects in benefit of the explained variance. Comparing 

results of this table with those in Table 5.5, it can be 

seen that the amount added by the organizational 

variables to total explained variance of the dependent 

variable is negligible. On this basis, H17, H18, H19, 

H20, and H21 have to be rejected. 

The Combined Effects of Individual 
and Organizational Variables 

In summary, neither managers' individual 

characteristics nor their organizational characteristics 

are important in explaining why managers may consider a 

certain behavior to be more or less ethical. This 

finding contradicts previous research (see Chapter II) 

that contends that specific individual and/or 

organizational characteristics of the person expressing 

ethical judgment are relevant to explain the latter. 

As shown in Table 6.19, which summarizes the 

results of this chapter, the addition of "other effects" 
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TABLE 6.18 

The Effects of Selected Organizational Characteristics 
on Managers' Perceptions of Ethicality 

As H17-H21 With 7 Var^ Joint Eff.j 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.^ 

Overstating 
Plant C.U. 01 1 .6 02 1 .2 .69 107.4 n 

Over-recom. 
Expens. P. 004 0.7 02 1 .1 .77 160.8 

» 

' Managers' perceptions of ethicality were 
seven-point scale from 1="very unethical 
ethical." 
behavior, 
behavior. 

2 

The 
The 

ranked on a 
to 7="very 

higher the score, the more ethical the 
lower the score, the more unethical the 

Variables: enforcement of a code of ethics, size of the 
company, industry, size of the sales force, people 
regularly supervised by the respondent, formalization, and 
centralization. 

2 Joint effects of the following variables: factor k, and 
the seven organizational variables including mutual 
interactions. 

^ Probabilities for this model were calculated using 
MANOVA. 

n Significant at p < .0001 



207 

TABLE 6.19 

Main Effects and Other Effects 
on Managers' Perceptions of Ethicality 

Main Effects Other Effects Joint Eff.^ 
Case R-Sq. Fmod. R-Sq. Fmod. R-Sq. Fmod.^ 

Overstating 
Plant C.U. .70 93.5** .04 1.8* .70 81.7** 

Over-recom. 
Expens. P. .77 133.8** .02 1.1 .77 116.4** 

^ Managers' perceptions of ethicality were ranked on a 
seven-point scale from 1="very unethical" to 7="very 
ethical." The higher the score, the more ethical the 
behavior. The lower the score, the more unethical the 
behavior. 

2 Main effects include factor k. Other effects include 
all individual and organizational variables. Joint 
effects include both main effects and other effects. 

^ Probabilities for this model were calculated using 
MANOVA. 

** Significant at p < .0001. 

* Significant at p < .01. 
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(individual and organizational characteristics) does not 

modify the amount of explained variance obtained by 

applying the "main effects" (factor k) alone. This 

underscores the fact that the "main effects" of this 

experiment (organizational consequences in conditions of 

both deontologically ethical behavior and 

deontologically unethical behavior) explain a 

substantial proportion of variance in managers' 

perceptions of ethicality, as these variables also 

explain a substantial proportion of variance in 

managers' choice to reward (punish) salespeople in order 

to encourage (discourage) an ethical (unethical) 

behavior. 



CHAPTER VII 

CONCLUSIONS, LIMITATIONS AND SUGGESTIONS 

FOR FUTURE RESEARCH 

Summary and Conclusions 

The underlying concerns throughout this research 

have been: (1) the orientation of the managerial 

actions that sales and marketing managers would be 

willing to apply in order to influence salespeople's 

behavior that involves an ethicality issue, and (2) the 

extent to which sales and marketing managers use ethical 

judgment and consider the determinants of ethical 

judgment (deontological evaluation and teleological 

evaluation) in order to choose a managerial action that 

would encourage (discourage) ethical (unethical) 

behavior. The former cannot be understood without 

addressing the latter. The latter cannot become 

operative if the former is not contemplated. 

In regard to the first concern, the following 

research questions were posed: Can managers facilitate 

wanted behaviors or inhibit unwanted behaviors? If so. 

209 



210 

what type of facilitators or inhibitors can they use 

effectively? Are rewards and punishment effective 

facilitators of wanted behaviors and inhibitors of 

unwanted behaviors, respectively? Is there in the 

manager's use of situational constraints (facilitators 

and/or inhibitors) a stable orientation towards either 

impacting upon the salespeople's ethical (unethical) 

behaviors or affecting the organizational consequences 

of such behaviors? In other words, what is the purpose 

of using facilitators and/or inhibitors, such as rewards 

or punishment? Is it to influence the ethical 

(unethical) behavior of a salesperson, or is it to act 

on the consequences of such conduct to the organization? 

Regarding the second concern, the main question 

was: What are the factors that influence managers' 

choice of action to reward or punish subordinates in 

order to encourage (discourage) ethical (unethical) 

behavior? How much importance do they assign to either 

deontological considerations or teleological 

considerations, or both, if more factors are also taken 

into account? Do they apply deontological evaluations 

more than teleological evaluations? If so, how much 

more or how much less? These questions are especially 

relevant when managers need to address the 

organizational consequences of salespeople's behavior 
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that involves issues of ethicality. For instance, what 

is more factual when managers had to take an action to 

either encourage or discourage certain behaviors? Do 

they limit their examination to the norms that have been 

violated by subordinates' behaviors and act upon it 

correspondingly? Or do they scrutinize the consequences 

that result from such conduct and respond in accordance? 

Alternatively, they may do both but emphasize one, or 

examine one after the other and develop a decision 

gradually. 

Consequently, the study consisted of three core 

relationships: (1) the impact of organizational 

consequences in conditions of both a deontologically 

unethical behavior and a deontologically ethical one on 

managers' choice to reward (punish) salespeople in order 

to encourage (discourage) ethical (unethical) conduct, 

respectively; (2) the influence of managers' perceptions 

of ethicality or ethical judgment on their choice to 

reward or punish; and, (3) the effects of organizational 

consequences on ethical judgment. Note that the last 

relationship is a prerequisite for the other two 

relationships. 

An experimental design was applied to a 

probabilistic national sample of sales and marketing 

managers. The survey consisted of 5,000 mailed 
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questionnaires of which 30% were determined 

undeliverable by a probabilistic phone survey of 250, 

and 42% did not reach the addressee. Accordingly, the 

effective response rate was 53.4%. 

A set of supervisory actions, a nine-point scale 

from the most severe punishment to the most benevolent 

reward was developed as the dependent variable. The 

actions that were proposed to the respondent seek to 

influence salespeople's behavior in situations that 

involve ethical decision making, and can adequately 

represent the situational constraints (facilitators and 

inhibitors) of salespeople's behavior in conditions 

under which these constraints become more or less 

effective, that is, the organizational consequences of 

salespeople's behavior (in bipolar deontological 

conditions), and managers' perceptions of ethicality (a 

seven-point scale from 1="very unethical" to 7="very 

ethical"). 

By applying these instruments and performing these 

analyses, this investigation adds to existing research 

concerning factors related to the use of management 

disciplinary actions in curbing unethical salesperson 

behavior (Bellizi and Hite 1989) and contributes to the 

study of two fundamental issues: (a) the role of 

rewards in enhancing salespeople ethical conduct, and 
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(b) the impact of the organizational consequences (both 

negative and positive) of salespeople's behaviors on 

managers' reward and disciplinary actions. Furthermore, 

in view of the fact that managers' choices and 

perspectives may be affected by other factors, this 

study explored the antecedents of managers' reactions, 

i.e., the individual traits and organizational 

characteristics that may act upon both managers' choice 

of rewards and disciplinary actions, and their 

perceptions of ethicality. 

Results of this research showed that organizational 

consequences of salespeople's behaviors in conditions of 

both deontologically ethical and deontologically 

unethical behavior and managers' perceptions of 

ethicality determine management intervention that seeks 

to influence salespeople's behaviors. These variables 

explain a substantial proportion of the total variance 

in managers' choice to reward and punish: 68% in the 

case of overstating plant capacity utilization, and 73% 

in the case of over-recommending expensive products. 

The separate effects of deontological conditions on 

management intervention are 42% and 52%, respectively, 

and effects of teleological conditions on management 

intervention are 9% in both cases. Thus, the higher 
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total effects of both independent variables on 

management intervention are due to intercorrelation. 

Organizational consequences in conditions of 

bipolar deontological behaviors also explain a 

substantial proportion of the total variance in 

managers' perceptions of ethicality: 70% in the first 

case, and 77% in the second case. The separate effects 

of deontological conditions on managers' perceptions of 

ethicality are 68% and 76%, respectively, whereas the 

separate effects of organizational consequences on 

managers' perceptions of ethicality are 2% in each case. 

Again, the difference between the added and the joint 

effects of both variables on managers' perceptions of 

ethicality are due to intercorrelation. 

In addition to the experimental tests performed to 

estimate the separate and joint effects of the 

independent variables on the dependent variables, the 

LISREL method (version 7.16) was used to estimate 

simultaneous direct and indirect effects of the 

independent (exogenous) variables on the dependent 

(endogenous) variables, and between the two dependent 

variables. Three competing models were tested including 

a theoretical model as a third model. Only the latter 

offered the best fit between the model and the data. 
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The validation of model three through data and 

procedures used in this research signifies at least 

three primary contributions. First, it corroborates the 

theory of marketing ethics formulated by Hunt and Vitell 

(1986). Empirical corroboration is needed for a theory 

to ascend from proposition to law-like generalization 

(Hunt 1991 ). 

Second, it helps in understanding the process of 

decision-making in areas that involve ethical concerns 

(ethical decision-making). This study shows that: 

(1) ethical judgments are reached by undertaking both 

deontological and teleological evaluations, as predicted 

by Hunt and Vitell (1986), and (2) deontological 

evaluations have more influence than teleological 

evaluations to both reach an ethical judgment and take a 

decision to intervene, as shown in the total effects of 

both independent variables on both dependent variables. 

It should be noted, however, that teleological 

evaluations influence the decision to intervene both 

directly and indirectly (through their relationship with 

ethical judgments), whereas deontological evaluations 

influence the decision to intervene only indirectly 

(through the influence of ethical judgments on the 

decision to intervene). 
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Finally, it bridges ethical decision-making with 

managerial action, unlike previous research that dealt 

with only one aspect at a time. A current concern is 

how to influence subordinates' behavior that involves 

ethical issues. The classical remedy of providing norms 

(such as codes of ethics) underscored the importance of 

deontological considerations in action-taking. But 

codes of ethics have not worked (Laczniak and 

Inderrieden 1987; Ferrell and Fraedrich 1988; Bingham 

and Raffield 1989), showing that the provision of norms 

alone may not yield managerial expected results. Such a 

failure may also imply that the assumed linkage between 

deontological considerations and managerial action is 

indirect. According to model three, the relationship is 

indirect indeed, as DEON does not relate directly to 

INTERV, but through ethical judgment. In contrast, 

TELEO relates to INTERV both directly and indirectly 

(through the influence of ethical judgment). 

Accordingly, managers pay attention to both ethical 

judgment and the positive or negative organizational 

consequences of subordinates' behavior when they decide 

to reward or punish subordinates in order to influence 

such behavior. 

In the last part of the dissertation, the core 

results or "main effects" (Chapter V) were compared with 
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the contribution of several individual and 

organizational characteristics of the manager or "other 

effects" (Chapter VI). It was found that the "other 

effects" scarcely added 1% to 2% of explained variance 

to total variance of either management intervention or 

perception of ethicality, whereas the "main effects" 

already accounted for almost all the explained variance 

in both variables. Such results undoubtedly underscore 

the importance of the chosen and tested main independent 

variables in explaining and predicting both management 

intervention and ethical judgment. 

Limitations of the Study and Suggestions 
for Future Research 

This study dealt with two elements of an ethical 

decision-making process: teleological evaluation and 

ethical judgment. While researchers may know more about 

both elements now, their weighted role in the overall 

decision process has not been addressed. Other 

elements, such as deontological norms and the 

consequences to other parties involved, were presumed 

constant by assuring "frozen" conditions in regard to 

these elements (achieved through manipulation of 

scenarios). Manipulation of elements other than 

deontological conditions, organizational consequences. 
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and ethical judgment may produce a more comprehensive 

understanding of the ethical decision-making process. 

The lack of explanatory power of all individual and 

organizational variables in this study deserves some 

further consideration. It may be that stimulants based 

on scenarios are unable to activate personal traits of 

the decision makers, or that these variables do not 

represent the relevant traits that affect the decision 

to reward or punish and the perception of ethicality of 

a performed behavior. In any case, research on these 

issues needs to be redirected. Previous research on 

individual and organizational variables in the context 

of an ethical behavior showed contradictory outcomes, 

and this research has not improved this knowledge, 

except to find that personal traits have very little to 

do with the manager's decisions that are taken in 

response to stimula presented in scenarios. 

The scale of rewards/punishment captured the 

essential elements of what this research purported to 

measure. The use of the Social Judgment-Involvement 

Approach showed that the scale basically attained what 

the study intended to achieve by using the Method of 

Ordered Alternatives. However, as several respondent 

managers suggested, this scale of rewards/punishment can 

be enriched, challenged by new scales, made more complex 
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"as reality seems to be," etc. Perhaps the use of an 

additional open question parallel to an structured one 

may have improved the measure. Future studies can use 

two different scales to measure the same thing 

simultaneously in order to compare achievements. There 

is still plenty of room for improvement of this 

dependent measure, as several scales in the past have 

succeeded only after countless tests. 
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VERSION 1 

SURVEY OF SALES/MARKETING PROFESSIONALS 

Please read the following two short cases that describe a hypothetical personnel problem. 

Case 1 

Fred Davis, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Recently, in an attempt to negotiate the best price, Fred has been telling 
purchasing agents that the utilization of plant capacity is at a very high level because of the 
popularity of his company's product. Fred does this even when utilization of plant capacitv- is low. 
However, during a recent sales call, Fred lost all credibility with a prospect because the prospect 
knew through a personal friend that Fred's plant was operating significantly below capacity. The 
prospect figured that if Fred was willing to mislead a customer with inflated accounts of plant 
usage, he might also be less than honest with regard to other, more important issues. From that 
point on, Fred had trouble just getting in to see this prospect. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOLS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPRIATE OR INAPPROPRIATE. 

a) Give Fred a pay raise and promotion, 
b) Give Fred a pay raise, 

c) Give Fred strong encouraging feedback, 
d) Give Fred mild encouraging feedback, 

e) Take no action at all. 
f) Give Fred a mild (verbal or written) reprimand, 

g) Give Fred a strong (verbal or written) reprimand, 
h) Cut Fred's pay. 

i) Terminate Fred's employment. 

IF YOU WERE FRED'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be ihe most appropriate to take? (Write in one letter) 

2 . . . . Which other actions (if any) do you believe would also be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most inappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would also be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) /^appropriate? (Write in one letter) 

How ethical/unethicnl do you believe Fred's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Eihical Slightly Ethical nor Shghil) Unethical Ver> 
Ethical Eihical Unethical Unethical Unethical 

7 6 5 4 3 2 1 
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Case 2 

John Hunter, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Occasionally, John's customers ask him which of his products he 
recommends for their company. Regardless of real customer needs, John recommends one of the 
more expensive items in his product line. One customer learned of John's over-recommending 
of expensive products from a competing sales rep and all future business with this customer was 
lost. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES IL\VE CONSIDERED TO BE EITHER APPROPRIATE OR INAPPROPRIATE. 

a) Give John a pay raise and promotion, 
b) Give John a pay raise, 

c) Give John strong encouraging feedback, 
d) Give John mild encouraging feedback, 

e) Take no action at all. 
f) Give John a mild (verbal or written) reprimand, 

g) Give John a strong (verbal or written) reprimand. 
h) Cut John's pay. 

i) Terminate John's employment. 

IF YOU WERE JOHN'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be the most appropriate to take? (Write in one letter) 

2 . . . . Which other actions (if any) do you believe would also be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most inappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would also be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) /nappropriate? (Write in one letter) 

How ethical/unethical do you believe John's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Ethical Slightly Ethical nor Slightly Unethical Very 
Eihical Eihical Unethical Unethical Unethical 

7 6 5 4 3 2 1 
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How would you characterize your company according to the following statements? (Please circle 
the number that best represents your opinion for each statement). The categories are: 

7) Strongly agree 4) Neither agree 3) Slightly disagree 
DOT disagree 

<) Agree 2) Disagree 

S) Slightly agree I) Strongly diugiee 

Strongly Strongly 

A(ree Disagree 

a) Usually, people in my company do things "by the rule book* 7 6 5 4 3 2 1 

b) I must ask ethers in my company before I do almost anything in my work. 7 6 5 4 3 2 1 

c) If a written rule docs not cover some situation, people in my company make up 

informal procedures for doing things as we go along 7 6 5 4 3 2 1 

d) Any major decision that I make must have my company's approval 7 6 5 4 3 2 1 

c) Contact with others in my company is on a formal preplanned basis 7 6 5 4 3 2 1 

f) In my dealings with my company, even quite small matters must be referred to 
someone higher up for a final answer 7 6 5 4 3 2 1 

g) People in my company usually ignore the rules and reach informal agreements 
to handle situations 7 6 5 4 3 2 1 

h) When procedures are given in my company, they usually consist of 
written rules 7 6 5 4 3 2 1 

i) I can uke very little aaion on my own until someone else in my company 

approves it 7 6 5 4 3 2 1 

j) There are many things in my work that arc not covered by some written prtxedure. . . . 7 6 5 4 3 2 1 

k) My dealings with my company are subject to rules and procedures stating 

bow various aspects of my job are to be done 7 6 5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING INFORMATION ON YOUR JOB AND COMPANY. 

1. What is your current job title or rank? (Be as specific as possible) 

2. How many years have you been employed by your cunent company? 
3. How many total years of business experience do you have? 
4. How many toul permanent employees does your company have? (Please circle): 

a) Under 10 c) 50 to 99 e) 500 to 999 
b) 10 to 49 d) 100 to 499 0 ^000 or more 

5. How many salespeople does your company employ (approximately)? 

6. How many people do you supervise regularly? 
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7. What major lines of products and/or services docs your company sell? (IF SEVERAL, PLEASE NAME THE 5 MOST 
IMPORTANT ONES): 

8a. Does your company have a written code of ethics? 1 YES 
2 NO 
3 DONTKNOW 

8b. IF YES, how strictly docs your company enforce its code of ethics? (Please circle): 

Very Strictly Not strictly at aU 

5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING CLASSmCATION INFORMATION ABOUT YOURSELF. 
YOUR RESPONSES WILL BE HELD IN STRICT CONFIDENCE AND WILL ONLY BE 
SUMMARIZED ALONG WITH OTHER RESPONDENTS. 

9. What is your age? years sex? (Please circle): marital status? 
1 MALE 1 MARRIED 

number of children? 2 FEMALE 2 DIVORCED/SEPARATED 
3 WIDOWED 

4 NEVER MARRIED 

10a. Which one of the following best describes your formal education? (Please circle): 

t) high school degree or less c) coUege graduate (bachelor degree) 
b) some college d) graduate degree (master or higher degree) 

10b. If you attended college, what v;as your undergraduate major? 

10c. If you have a graduate degree, what was your graduate major? 

11. Which one of the following includes your total compensation from your employer in 1989? (Please circle): 

a) less than $10,000 c) $30,000 to $49,999 e) $70,000 to $89,999 
b) $10,000 to $29,999 d) $50,000 to $69,999 0 $90,000 or more 

Please check that you have answered all questions, and then return the survey In the postage-paid envelope provided. 

THANK YOU FOR YOUR ASSISTANCE 

You may use the space below for comments. Your comments will be greatly appreciated, especially on the 
appropriateness of the actions recommended in relation to the cases above. Can you think of other actions to take? 
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VERSION 2 

SURVEY OF SALES/MARKETING PROFESSIONALS 

Please read the following two short cases that describe a hypothetical personnel problem. 

Case 1 

Fred Davis, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Recently, in an attempt to negotiate the best price, Fred has been telling 
purchasing agents that the utilization of plant capacity is at a very high level because of the 
popularity of his company's product. Fred does this even when utilization of plant capacity is low. 
Purchasing agents are generally unaware of Fred's overstatements. Indeed, Fred's tactic has 
resulted in his average prices being higher than most other salespeople's and a rise in his total 
dollar sales. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPRIATE OR INAPPROPRIATE. 

a) Give Fred a pay raise and promotion, 
b) Give Fred a pay raise, 

c) Give Fred strong encouraging feedback, 
d) Give Fred mild encouraging feedback, 

e) Take no action at all. 
f) Give Fred a mild (verbal or written) reprimand, 

g) Give Fred a strong (verbal or written) reprimand, 
h) Cut Fred's pay. 

i) Terminate Fred's employment. 

IF YOU WERE FRED'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be the most appropriate to take? (Write in one letter) 

2 . . . . Which other aaions (if any) do you believe would abo be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most inappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would abo be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) //tappropriate? (Write in one letter) 

How ethical/unethical do you believe Fred's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Ethical Slightly Ethrcal nor Slightly Unethical Very 
Ethical Ethical Unethical Unethical Unethical 

7 6 5 4 3 2 1 
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Case 2 

John Hunter, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Occasionally, John's customers ask him which of his products he 
recommends for their company. Regardless of real customer needs, John recommends one of the 
more expensive items in his product line. His practice has been relatively effective, resulting in 
increased sales of the more expensive products and higher profits for the company. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPRUTE OR INAPPROPRIATE. 

a) Give John a pay raise and promotion, 
b) Give John a pay raise, 

c) Give John strong encouraging feedback, 
d) Give John mild encouraging feedback, 

e) Take no action at all. 
f) Give John a mild (verbal or written) reprimand, 

g) Give John a strong (verbal or written) reprimand, 
h) Cut John's pay. 

i) Terminate John's employment. 

IF YOU WERE JOHN'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be the most appropriate to take? (Write in one letter) _ 

2 . . . . Which other actions (if any) do you believe would abo be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most /nappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would abo be /nappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) ^/^appropriate? (Write in one letter) 

How ethical/unethical do you believe John's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Ethical Slightly Ethical nor Slightly Unethical Very 
Ethical Eihical Unethical Unethical Unethical 

1 
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How would you characterize your company according to the following statements? (Please circle 
the number that best represents your opinion for each statement). The categories are: 

7) Strongly agree 4) Neither agree 3) Slightly diiagiee 
DOT disagree 

*) A<«« 2) Disagree 

5) Slightly agree 1) Strongly diugree 

Strongly Strongly 
A(ree Disagree 

a) Usually, people in my company do things "by the rule book" 7 6 5 4 3 2 1 

b) I must ask others in my company before I do almost anything in my work. 7 6 5 4 3 2 1 

c) If a written rule does not cover some situation, people in my company make up 

informal procedures for doing things as we go along 7 6 5 4 3 2 1 

d) Any major decision that I make must have my company's approval 7 6 5 4 3 2 1 

e) Contact with others in my company is on a formal preplanned basis 7 6 5 4 3 2 1 

f) In my dealings with my company, even quite small matters must be referred to 
someone higher up for a final answer 7 6 5 4 3 2 1 

g) People in my company usually ignore the rules and reach informal agreements 
to handle situations 7 6 5 4 3 2 1 

h) When procedures are given in my company, they usually consist of 
written rules 7 6 5 4 3 2 1 

i) I can take very little action on my own until someone else in my company 

approves it 7 6 5 4 3 2 1 

j) There are many things in my work that are not covered by some written procedure. . . . 7 6 5 4 3 2 1 

k) My dealings with my company are subjea to rules and procedures stating 
bow various aspects of my job are to be done 7 6 5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING INFORMATION ON YOUR JOB AND COMPANY. 

1. What is your current job title or rank? (Be as specific as possible) 

2. How many years have you been employed by your current company? 

3. How many total years of business experience do you have? 

4. How many total permanent employees does your company have? (Please circle): 

a) Under 10 c) 50 to 99 e) 500 to 999 
b) 10 to 49 d) 100 to 499 0 ^000 or more 

5. How many salespeople does your company employ (approximately)? 

6. How many people do you supervise regularly? 
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7. What major lines of producu and/or services docs your company sell? (IF SEVERAL, PLEASE NAME THE 5 MOST 
IMPORTANT ONES): 

8a. Does your company have a written code of ethics? 1 YES 
2 NO 
3 DONTKNOW 

8b. IF YES, how strictly does your company enforce its code of ethics? (Please circle): 

Very Strictly Not strictly at all 

5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING CLASSIFICATION INFORMATION ABOUT YOURSELF. 
YOUR RESPONSES WILL BE HELD IN STRICT CONFIDENCE AND WILL ONLY BE 
SUMMARIZED ALONG WITH OTHER RESPONDENTS. 

9. What is your age? years sex? (Please circle): marital status? 
1 MALE 1 MARRIED 

number of children? 2 FEMALE 2 DIVORCED/SEPARATED 
3 WIDOWED 

4 NEVER MARRIED 

10a. Which one of the following best describes your formal education? (Please circle): 

a) high school degree or less c) college graduate (bachelor degree) 
b) some college d) graduate degree (master or higher degree) 

10b. If you attended college, what v/as your undergraduate major? _ 

10c. If you have a graduate degree, what was your graduate major? 

11. Which one of the following includes your total compensation from your employer in 1989? (Please circle): 

a) less than $10,000 c) $30,000 to $49,999 c) $70,000 to $89,999 

b) $10,000 to $29,999 d) $50,000 to $69,999 0 $90,000 or more 

Please check that you have answered all questions, and then return the survey In the postage-paid envelope provided. 

THANK YOU FOR YOUR ASSISTANCE. 
You may use the space below for comments. Your comments will be greatly appreciated, especially on the 
appropriateness of the actions recommended in relation to the cases at>ove. Can you think of other actions to take? 
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VERSION 3 

SURVEY OF SALES/MARKETING PROFESSIONALS 

Please read the following two short cases that describe a hypothetical personnel problem. 

Case 1 

Fred Davis, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Salespeople at Ajax Manufacturing sometimes overstate their present plant 
capacity utilization, believing this will help them negotiate the best price with customers. Fred 
thinks that overstating plant utilization is an improper sales tactic and expressed this opinion in 
a recent sales meeting. Fred discussed the case of a colleague in another company who had been 
overstating capacity utilization until he lost credibility with many of his customers as they 
discovered he was misleading them. Fred obtained some support in the meeting but also received 
some criticism. Several months later, salespeople who followed Fred's recommendation had 
experienced declines in their sales, whereas those who did not follow Fred's advice had increased 
sales. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPRIATE OR INAPPROPRIATE. 

a) Give Fred a pay raise and promotion, 
b) Give Fred a pay raise, 

c) Give Fred strong encouraging feedback, 
d) Give Fred mild encouraging feedback, 

e) Take no action at all. 
f) Give Fred a mild (verbal or written) reprimand, 

g) Give Fred a strong (verbal or written) reprimand, 
h) Cut Fred's pay. 

i) Terminate Fred's employment. 

IF YOU WERE FRED'S SALES \L\NAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be the most appropriate to take? (Write in one letter) 

2 . . . . Which other aaions (if any) do you believe would abo be appropriate? (Write in letters) 

3 . . . . Which single aaion do you believe would be the most ^appropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would abo be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) //lappropriate? (Write in one letter) 

How ethical/unethical do you believe Fred's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Ethical Slightly Ethical nor Slightly Unethical Very 
Ethical Ethical Unethical Unethical Unethical 

7 6 5 4 3 2 1 

file:///L/NAGER
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Case 2 

John Hunter, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Some salespeople at Century Fashion tend to "over-recommend" the 
company's products by encouraging customers to buy the more expensive items in the product line 
regardless of actual customer needs. John does not engage in this practice, believing it to be an 
improper sales tactic. When asked for advice about products, John first asks the customer what 
his/her needs are and then recommends the product that will best satisfy the customer at the 
minimum price. However, John's recent sales have lagged far behind those of salespeople who 
have adopted the "over-recommending" sales tactic. Some managers at Century Fashion believe 
that recent declines in sales and profits are the result of salespeople like John not emphasizing 
enough expensive products in their sales presentations. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPRIATE OR INAPPROPRL\TE. 

a) Give John a pay raise and promotion, 
b) Give John a pay raise, 

c) Give John strong encouraging feedback, 
d) Give John mild encouraging feedback, 

e) Take no action at all. 
f) Give John a mild (verbal or written) reprimand, 

g) Give John a strong (verbal or written) reprimand, 
h) Cut John's pay. 

i) Terminate John's employment. 

IF YOU WERE JOHN'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be the most appropriate to take? (Write in one letter) 

2 . . Which other actions (if any) do you believe would abo be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most t/tappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you l>elieve would abo be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) //lappropriate? (Write in one letter) 

How ethical/unethical do you believe John's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Ethical Slightly Eihical nor Slightly Unethical \'en, 
Ethical Ethical Unethical Unethical Unethical 
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How would you characterize your company according to the following statements? (Please circle 
the number that best represents your opinion for each statement). The categories are: 

7) Stronjly apee 4) Neither agree 3) Slightly diiagree 
nor disagree 

^ Agree 2) Disagree 

5) Slightly agree 1) Strongly disagree 

Stroogly Strongly 
. Agree Diugree 

a) Usually, people in my company do things "by the rtile book' 7 6 5 4 3 2 1 

b) I must ask others in my company before I do almost anything in my work. 7 6 5 4 3 2 1 

c) If a written rule does not cover some situation, people in my company make up 

informal procedures for doing things as we go along 7 6 5 4 3 2 1 

d) Any major decision that I make must have my company's approval 7 6 5 4 3 2 1 

c) Conua with others in my company is on a formal preplanned basis 7 6 5 4 3 2 1 

f) In my dealings with my company, even quite small matters must be referred to 
someone higher up for a final answer 7 6 5 4 3 2 1 

g) People in my company usually ignore the rules and reach informal agreements 
to handle situations 7 6 5 4 3 2 1 

h) When procedures are given in my company, they usually consist of 
written rules 7 6 5 4 3 2 1 

i) I can take very little aaion on my own until someone else in my company 

approves it 7 6 5 4 3 2 1 

j) There are many things in my work that are not covered by some written procedure. . . . 7 6 5 4 3 2 1 

k) My dealings with my company are subjea to rules and procedures stating 

how various aspects of my job are to be done 7 6 5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING INFORMATION ON YOUR JOB AND COMPANY. 

1. What is your current job title or rank? (Be as specific as possible) 

2. How many years have you been employed by your current company? 
3. How many total years of business experience do you have? 
4. How many toul permanent employees does your company have? (Please circle): 

a) Under 10 c) 50 to 99 e) 500 to 999 
b) 10 to 49 d) 100 to 499 f) 1000 or more 

5. How many salespeople does your company employ (approximately)? 

6. How many people do you supervise regularly? 
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7. What major lines of products and/or services docs your company sell? (IF SEVERAL, PLEASE NAME THE 5 MOST 
IMPORTANT ONES): 

8a. Does your company have a written code of ethics? 1 YES 
2 NO 
3 DONTKNOW 

8b. IF YES, how strictly does your company enforce its code of etiiics? (Please circle): 

Very Strictly Not strictly at all 

5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING CLASSIFICATION INFORMATION ABOUT YOURSELF. 
YOUR RESPONSES WILL BE HELD IN STRICT CONFIDENCE AND WILL ONLY BE 
SUMMARIZED ALONG WFFH OTHER RESPONDENTS. 

9. What is your age? years sex? (Please circle): marital sutus? 
1 MALE 1 MARRIED 

number of children? 2 FEMALE 2 DIVORCED/SEPARATED 
3 WIDOWED 

4 NEVER MARRIED 

10a. Which one of the following best describes your formal education? (Please circle): 

a) high school degree or less c) college graduate (bachelor degree) 
b) some college d) graduate degree (master or higher degree) 

10b. If you attended college, what v/as your undergraduate major? 

10c. If you have a graduate degree, what was your graduate major? 

11. Which one of the following includes your total compensation from your employer in 1989? (Please circle): 

a) less than $10,000 c) $30,000 to $49,999 e) $70,000 to $89,999 

b) $10,000 to $29,999 d) $50,000 to $69,999 0 $90,000 or more 

Please check that you have answered all questions, and then return the survey In the postage-paid envelope provided. 

THANK YOU FOR YOUR ASSISTANCE 
You may use the space below for comments. Your comments will be greatly appreciated, especially on the 
appropriateness of the actions recommended in relation to the cases al>ove. Can you think of other actions to take? 
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VERSION 4 

SURVEY OF SALES/MARKETING PROFESSIONALS 

Please read the following two short cases that describe a hypothetical personnel problem. 

Case 1 

Fred Davis, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Salespeople at Ajax Manufacturing sometimes overstate their present plant 
capacity utilization, believing this will help them negotiate the best price with customers. Fred 
thinks that overstating plant utilization is an improper sales tactic and expressed this opinion in 
a recent sales meeting. Fred discussed the case of a colleague in another company who had been 
overstating capacity utilization until he lost credibility with many of his customers as they 
discovered he was misleading them. Fred obtained some support in the meeting but also received 
some criticism. Several months later, salespeople who joined Fred's side had increased sales, 
whereas those who did not follow Fred's advice had lost credibility and experienced declines in 
their sales. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPRIATE OR INAPPROPRIATE. 

a) Give Fred a pay raise and promotion, 
b) Give Fred a pay raise, 

c) Give Fred strong encouraging feedback, 
d) Give Fred mild encouraging feedback, 

e) Take no action at all. 
f) Give Fred a mild (verbal or written) reprimand, 

g) Give Fred a strong (verbal or written) reprimand, 
h) Cut Fred's pay. 

i) Terminate Fred's employment. 

IF YOU WERE FRED'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you believe would be the most appropriate to take? (Write in one letter) 

2 . . . . Which other actions (if any) do you believe would abo be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most inappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would abo be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) /^appropriate? (Write in one letter) 

How ethical/unethical do you believe Fred's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Eihical Slightly Ethical nor Slightly Unethical Very 
Ethical 

7 6 

Ethical 

5 

Unethical 

4 

Unethical 

3 2 

Unethical 

1 
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Case 2 

John Hunter, a salaried salesperson you supervise, has been one of your top performers over 
the last several years. Some salespeople at Century Fashion tend to "over-recommend" the 
company's products by encouraging customers to buy the more expensive items in the product line 
regardless of actual customer needs. John does not engage in this practice, beheving it to be an 
improper sales tactic. When asked for advice about products, John first asks the customer what 
his/her needs are and then recommends the product that will best satisfy the customer at the 
minimum price. One customer learned of John's good recommendation and called him to 
examine the possibility of buying other products. Similarly, other customers learned about John's 
approach and soon John's sales increased substantially. 

PLEASE READ THE FOLLOWING SET OF ACTIONS THAT MANAGERS IN PREVIOUS 
STUDIES HAVE CONSIDERED TO BE EITHER APPROPIUATE OR INAPPROPRIATE. 

a) Give John a pay raise and promotion, 
b) Give John a pay raise, 

c) Give John strong encouraging feedback, 
d) Give John mild encouraging feedback, 

e) Take no action at all. 
f) Give John a mild (verbal or written) reprimand, 

g) Give John a strong (verbal or written) reprimand, 
h) Cut John's pay. 

i) Terminate John's employment. 

IF YOU WERE JOHN'S SALES MANAGER AND CONSIDERED THE SET OF ACTIONS 
LISTED ABOVE: 

1 . . . . Which single action do you t>elieve would be the most appropriate to uke? (Write in one letter) 

2 . . . . Which other actions (if any) do you believe would abo be appropriate? (Write in letters) 

3 . . . . Which single action do you believe would be the most inappropriate to take? (Write in one letter) 

4 . . . . Which other actions (if any) do you believe would abo be inappropriate? (Write in letters) 

From your professional experience, which single action would most sales managers consider the 
most appropriate? (Write in one letter) /^appropriate? (Write in one letter) 

How ethical/unethical do you believe John's behavior was? (Please circle the number that best 
represents your opinion): 

Neither 
Very Eihical Slightly Ethical nor Slightly Unethical Very 
Eibkal 

7 6 

Ethical 

5 

Unethical 

4 

Unethical 

3 2 

Unethical 

1 

~ s 



249 

How would you characterize your company according to the following statements? (Please circle 
the number that best represents your opinion for each statement). The categories are: 

7) Strongly agree 4) Neither agree 3) Slightly disagree 
DOT disagree 

<) Agree 2) Disagree 

5) Slightly agree 1) Stroogly diugree 

Stroogly Strongly 

Agree Disagree 

a) Usually, people in my company do things "by the rule book" 7 6 5 4 3 2 1 

b) I must ask others in my company before I do almost anything in my work. 7 6 5 4 3 2 1 

c) If a written rule does not cover some sitttation, people in my company make up 

informal procedures for doing things as we go along 7 6 5 4 3 2 1 

d) Any major decision that I make must have my company's approval 7 6 5 4 3 2 1 

e) Contact with others in my company is on a formal preplanned basis 7 6 5 4 3 2 1 

f) In my dealings with my company, even quite small matters must be refened to 
someone higher up for a final answer 7 6 5 4 3 2 1 

g) People in my company usually ignore the rules and reach informal agreements 
to handle situations 7 6 5 4 3 2 1 

h) When procedures are given in my company, they usually consist of 
written rules 7 6 5 4 3 2 1 

i) I can take very little action on my own until someone else in my company 

approves it 7 6 5 4 3 2 1 

j) There are many things in my work that are not covered by some written procedure. . . . 7 6 5 4 3 2 1 

k) My dealings with my company are subject to rules and procedures stating 

how various aspects of my job are to be done 7 6 5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING INFORMATION ON YOUR JOB AND COMPANY. 

1. What is your current job title or rank? (Be as speciHc as possible) 

2. How many years have you been employed by your current company? 
3. How many total years of business experience do you have? 
4. How many toul permanent employees does your company have? (Please circle): 

a) Under 10 c) 50 to 99 e) 500 to 999 
b) 10 to 49 d) 100 to 499 f) 1000 or more 

5. How many salespeople does your company employ (approximately)? 

6. How many people do you supervise regularly? 
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7. What major lines of products and/or services docs your company sell? (IF SEVERAL, PLEASE NAME THE 5 MOST 

IMPORTANT ONES): 

8a. Does your company have a written code of ethics? 1 YES 
2 NO 
3 DONTKNOW 

8b. IF YES, how strictly does your company enforce its code of ethics? (Please circle): 

Very Strictly Not strictly at all 

5 4 3 2 1 

PLEASE PROVIDE THE FOLLOWING CLASSIFICATION INFORMATION ABOUT YOURSELF. 
YOUR RESPONSES WILL BE HELD IN STRICT CONFIDENCE AND WILL ONLY BE 
SUMMARIZED ALONG WFTH OTHER RESPONDENTS. 

9. What is your age? years sex? (Please circle): marital status? 
1 MALE 1 MARRIED 

number of children? 2 FEMALE 2 DIVORCED/SEPARATED 
3 WIDOWED 

4 NEVER MARRIED 

10a. Which one of the following best describes your formal education? (Please circle): 

a) high school degree or less c) college graduate (bachelor degree) 
b) some college d) graduate degree (master or higher degree) 

10b. If you attended college, what v/as your undergraduate major? _ 

10c. If you have a graduate degree, what was your graduate major? 

11. Which one of the following includes your total compensation from your employer in 1989? (Please circle): 

a) less than $10,000 c) $30,000 to $49,999 e) $70,000 to $89,999 

b) $10,000 to $29,999 d) $50,000 to $69,999 0 $90,000 or more 

Please check that you have answered all questions, and then return the survey In the postage-paid envelope pix)vided. 

THANK YOU FOR YOUR ASSISTANCE 
You may use the space below for comments. Your comments will be greatly appreciated, especially on the 
appropriateness of the actions recommended in relation to the cases above. Can you think of other actions to take? 
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COVER LETTER 

Texas Tech University 
College of Business Administration 

Box 4320/Lubbock, Texas 79409-2101/(806) 742-3958 

February 19, 1990 

Dear Sales/Marketing Professional: 

The marketing area at Texas Tech University is exploring how 
sales/marketing professionals handle certain kinds of personnel 
problems. Enclosed is a very short questionnaire (about 10 minutes 
to complete) describing two cases involving the appropriateness of 
several potential actions a sales manager might take. There are 
also some demographic questions that will be used for 
classificatory purposes. 

We know how students respond to the cases described in the 
questionnaire. Would you please help us find out how "real world" 
sales/marketing professionals would handle them? Your cooperation 
will be most appreciated. All individual responses are anonymous 
and confidential. Only summaries of responses will be prepared and 
released. 

Very truly yours, 

Arturo Vasque2-Parraga,Ph.D. 
Project Director 
Marketing Department 

"/An [quil Opportunity/AHirmHtve /Action /nsfitudon" 



253 

FOLLOW-UP LETTER 

Texas Tech University 
College of Business Administration 

Box 4320/Lubbock, Texas 79409-2101/(806) 742-3958 

April 30, 1990 

Dear Sales/Marketing Professional: 

Not long ago I sent you a brief questionnaire that aims at 
exploring how sales/marketing professionals handle certain kinds of 
personnel problems, including some actions a sales manager might 
perform. If you have already returned it, I thank you very much 
for your cooperation. In case you have not received the 
questionnaire, or have misplaced it, here is an extra copy. It 
takes about 10 minutes to complete. 

We know how students respond to the cases described in the 
questionnaire. Would you please help us find out how "real world" 
sales/marketing professionals would handle them? Your cooperation 
will be most appreciated. All individual responses are anonymous 
and confidential. Only summaries of responses will be prepared and 
released. 

Very truly yours. 

Arturo Vasquez-Parraga, Ph.D. 
Project Director 
Marketing Department 

"An Equal Opportunity/Affirmative Aaion Institution' 
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IF YOU DECIDE NOT TO RETURN THE QUESTIONNAIRE, WE WOULD 
APPRECIATE YOUR RETURNING THIS FORM IN THE ENVELOPE PROVIDED 

Sorry, but I would not be able to participate in your study. However, I am checking the information 
below to help you complete your sample charaaeristics: 

1. How many people do you supervbe regularly? 
2. What is your current job title or rank? Age? Sex? M F 
3. How many total years of business experience do you have? 
4. What major lines ol products/services does your company seU? (IF SEVERAL, PLEASE NAME THE 5 MOST 

IMPORTANT ONES): 

5. How many total permanent employees does your company have? 
6. How many salespeople does your company employ (appronmately)? 
7. Does your company have a written code of ethics? Yes No Don't know 
8. If yes, how strialy does your company enforce its code of ethics? (Please circle): 

Very Strictly Noi »irictly at alJ 

5 4 3 2 1 

THANK YOU FOR YOUR ASSISTANCE. 
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ORIGINAL SCALE (FERRELL AND SKINNER 1988) 

FORMALIZATION: 

1) If a written rule does not cover some situation, we 
make up informal rules for doing things as we go 
along. 

2) There are many things in my business that are not 
covered by some formal procedure for doing it. 

3) Usually, my contact with my company and its 
representatives involves doing things "by the rule 
book." 

4) Contact with my company and its representatives are 
on a formal preplanned basis. 

5) I ignore the rules and reach informal agreements to 
handle some situations. 

6) When rules and procedures exist in my company, they 
are usually written agreements. 

CENTRALIZATION: 

1) Any major decision that I make has to have this 
company's approval. 

2) In my dealings with this company, even quite small 
matters have to be referred to someone higher up for 
a final answer. 

3) My dealings with this company are subject to a lot 
of rules and procedures stating how various aspects 
of my job are to be done. 

4) I have to ask company reps before I do almost 
anything in my business. 

5) I can take very little action on my own until this 
company or its reps approve it. 
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REVISED SCALE 

FORMALIZATION: 

1) If a written rule does not cover some situation, 
people in my company make up informal procedures for 
doing things as we go along. 

2) There are many things in my work that are not 
covered by some written procedure. 

3) Usually, people in my company do things "by the rule 
book." 

4) Contact with others in my company is on a formal 
preplanned basis. 

5) People in my company usually ignore the rules and 
reach informal agreements to handle situations. 

6) When procedures are given in my company, they 
usually consist of written rules. 

7) My dealings with my company are subject to rules and 
procedures stating how various aspects of my job are 
to be done. 

CENTRALIZATION: 

1) Any major decision that I make must have my 
company's approval. 

2) In my dealings with my company, even quite small 
matters must be referred to someone higher up for a 
final answer. 

3) I must ask others in my company before I do almost 
anything in my work. 

4) I can take very little action on my own until 
someone else in my company approves it. 






