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THE ROLE OF CORPORATE
CULTURE AND ETHICAL
ENVIRONMENT IN DIRECTING
INDIVIDUALS BEHAVIOR

Abstract

This study is aimed at verifying the conception that a strong corporate culture sup-
ported with a positive ethical environment is central for directing and guiding the
behavior of individuals toward achieving organizational objectives. The rationale for
this study stems from the circumstance that formal controls systems suffer from con-
secutive failures, as the performance of organizations is still suffering from financial
collapses. Reasons behind such failures might be related to the insufficient appreciation
of the culture-based controls given that formal controls are influenced by the human
nature of employees and the affixed moral side.

Data subject to analysis are obtained from a judgmental sampling method using a
self-completion questionnaire covering the listed companies at Jordan Securities
Commission. A factor analysis and a standard multiple regression analysis have been
conducted with the aim of proving the hypotheses of the research. The research results
show that strong corporate culture supported with a positive ethical environment can
direct the behavior of employees for the good of organizations. Results also support the
importance of involvement of top management considering its role in filling the gap
between the embraced and the workable values and beliefs of an entity.

Keywords culture-based controls, ethical environment,
formal controls, internal controls, Jordan Securities
Commission

JEL Classification M1, M14

INTRODUCTION

Corporate culture is a product of the organizational setting. It is ba-
sically defined by its elements as the shared basic values, beliefs, as-
sumptions, and accepted practices that characterize the work setting.
Corporate culture is also defined through its characteristics, which
include among other things the integration within the entity, control,
rewarding system, conflict tolerance. Such characteristics are referred
to as the internal controls that contribute to the good shaping of an
entity (Robbins & Barnwell, 1994).

The essence of internal control is to change the behavior of individ-
uals across the organization to achieve specific organizational objec-
tives through maintaining high levels of processes’ effectiveness and
efficiency, facilitate transmitting the appropriate work behavior and
increasing commitment toward corporate values, and effectively com-
plying with policies and procedures. By that an entity can lessen the
burden of formal internal controls. It is referred by organizational
goals, any strategic or tactical objective the entity aims to achieve re-
spectively in the long or short run, whether financial or non-financial.

In this context, culture is omnipresent and non-consciously operates
at directing and regulating the behavior of employees among ways
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consistent with the organizational expectations, so, decisions and behaviors act for the good of orga-
nizations. It is finally controlling the emotional and perceptual processes located beyond the reach of

formal control systems.

1. AIMS AND OBJECTIVES

The current study examines the capability of the
characteristics of corporate culture and ethical
environment on directing and regulating the in-
dividuals’ behavior in a voluntary way toward
achieving the legitimate organizational goals. In
other words, the effect of having both a strong
corporate culture and a positive ethical environ-
ment will be investigated to stand on the impor-
tance of corporate culture as a control system to
complement the role of formal control in directing
the behavior of employees to fulfill organizational
objectives.

2. RATIONALE
FOR THE STUDY

It is well known that the organizational goals can’t
be achieved without satisfying the requirements
of internal control systems that focus on achiev-
ing the effective and efficient functionality of pro-
cesses, the reliability of disseminated information,
and the compliance with active rules and regula-
tions. This accomplishment would not materialize
without directing the behavior of employees to-
ward obeying those governing policies and proce-
dures. Reasons behind such failure were related to
the overlooking of the interaction formal control
with the human nature and the role of moral sta-
tus in the regulation of behavior.

However, after the repetitive failures of formal
control systems to make this happen, organiza-
tions start realizing that corporate culture can
make this real. Accordingly, they start resorting to
implement such culture-based controls to activate
the self-monitoring in employees through shared
values, assumptions, and beliefs.

Different researchers tried to reach a conclusion
about the role of corporate culture in directing
and regulating the behavior of employees during
the journey of attaining the organizational goals.
This study tries to come with a comprehensive
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model that explains those major variables related
to the culture and enforced by the ethical environ-
ment, which are presumed to have a potential im-
pact on regulating the individuals’ behavior.

3. LITERATURE REVIEW
3.1. The essence of corporate culture

Corporate culture manifests into two layers, the
observable culture (physical structures, symbols,
language, stories, heroes, legends, and rituals). For
example, the organization traditions and stories
that people tell about how their entity came to be
the way it is and how problems are solved in asso-
ciation with external adaptation and internal inte-
gration (Schein, 2010; Trice & Beyer, 1993; Zohar &
Hofmann, 2012). Another example is the physical
structures and the way desks, chairs, office space,
or even the lack of them convey messages related
to the existing role of teamwork, friendly environ-
ment, flexibility, openness. The second layer is the
core culture, which includes the corporate values,
and assumptions (Schein, 1985). In addition, cor-
porate culture has been explained in the context
of themes like learned entity, belief system, and
mental programming. In the learned entity theme,
culture refers to the way things are being done or
even thought about, in addition to matters relat-
ed to the internal and external adoption (Schein,
1984). The belief system theme gives meaning and
rules for behavior that guides the day in and day
out beliefs and behaviors (Williams, Dobson, &
Walters, 1993). Sometimes, corporate culture is

understood through its seven inter-linked ele-
ments, which are the rituals and routines symbols,
stories, power structures, control systems, organ-
izational structures, at the center of them is the

held beliefs and values (Johnson & Scholes, 1999).

3.2. Strength of corporate culture
In a strong corporate culture, a harmony between

the embraced and working culture is relied upon
to guide business decisions, tendencies, and be-
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haviors; tasks are recognized by their meaning
and value (practicable, important, and correct).
In such a strong culture, dominant values and as-
sumptions should be adaptive by enabling employ-
ees to respond effectively to any internal or exter-
nal changes in a cooperative way by embracing an
open-system perspective; have forward looking,
so, value-based practices support innovation and
expected changes (Chatman & Cha; 2003; O’Reilly,
1989). In addition, tolerance measures exist for
deviant behavior and counterculture practices
(D. Welch & L. Welch, 1997).

3.3. Importance of corporate culture

Corporate culture controls people more than they
control it, as it becomes tacit rules of how to do
things at work settings. Organizational devel-
opment should be accompanied by or even com-
bined with corporate culture in order to make in-
dividuals work efficiently (Deal & Kennedy, 1982).
By this, corporate culture is indirectly capable
to guide the behavior of individuals through us-
ing control procedures such as the strategic di-
rection and objective setting; communication
tools, cooperation and interpersonal relationships
(Martins & Terblanche, 2003). Eventually, cor-
porate culture contributes in improving the or-
ganizational performance. This conclusion stems
from the fact that entities are human nature op-
erations. Consequently, there is a need to build
entities around people rather than around tech-
niques (Morgan, 1986) and resorting to those cul-
ture-based controls and finally shifting control
from being merely bureaucratic to be combined
with the humanistic side (Huczynski, 1997).

3.4. Corporate culture as a culture-
based control

Simons (1990) has repeatedly pressed the need to
include culture in the analyses of management
control systems, considering that culture has the
ability to program employees’ minds. Proponents
have the view that culture is a management tool,
which can be manipulated by top management
for the sake of accomplishing the entity objectives,
and that top management has the exclusive right
to impose and change the corporate culture, and if
culture could not be changed, people then need to
be replaced. This view is reinforced by the school
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of thought that considers an entity as effective if
its strategy is in alignment with its corporate val-
ues (Hubbard, 2003).

The feelings attached with the culture-based con-
trols stem from the existence of a pattern of shared
values, beliefs, assumptions, artifacts, and expec-
tations among organization’s members that con-
tribute in producing norms that powerfully out-
line the behavior of individuals and work groups
(Schwartz & Davis, 1981). Guiding behaviors
through shared norms and beliefs help in creat-
ing congruence between both entity and individ-
uals’ expectations, and increase the level of both
culture intensity and the degree of consensus with
which a norm is shared.

In contrast to formal controls, which periodical-
ly assess outcomes including individuals’ behav-
ior, the cultural-based controls operate around
the clock to control the beat of performance and
guide the behavior of individuals. Culture-based
controls can be viewed as a social control system
where it operates informally and more extensively
in interpreting and evaluating events.

It seems that executives and board members ig-
nore the destructive effect of “broken corporate
culture” when they allow sayings like “do as I
say, not as I do”, and “cover yourself” are heard,
or when the mindset of the organization under-
pins “talks the talk, but does not walk the walk”, or
“good people don’t stay here”. Furthermore, such
culture-based mindset underpins the importance
of determining and fixing what might be of gaps
between the stated and actual corporate values at
any level that would denote specific weaknesses in
the corporate culture.

Culture-based controls are of three types: (1) value
controls, refer to what is formally communicated
and repeatedly reinforced of directions (Simons,
1995). Values function on three levels, recruiting
individuals with matching values, and then syn-
chronizing the values of those individuals with the
existing corporate values, and finally, identifying
and personalizing those recruits so they work in
accordance with the entity stated values, (2) sym-
bol-based controls, or what an organization adopts
of cultural visible expressions like workspace de-
sign and dress codes to infer a professionalism sta-
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tus (Schein, 1997), and (3) clan controls or those
distinct subcultures (Dent, 1991), that are subject
or exposed to a socialization process (Ouchi, 1979)
with the purpose of controlling the perceptual and
emotional processes that are beyond the reach of
formal control systems (Pfeffer, 1981).

3.5. Interrelations among tone
at the top, top management,
and corporate culture

The dominant perspective in corporate culture is
that there is unceasing interaction between cul-
ture and leadership. Leadership plays central role
in establishing, inculcating, maintaining, and
preserving good corporate culture (Schein, 2004)
that serves in maintaining values that embrace the
employees ethical conduct, and assuring the con-
tinuing viability, and the creation of sustainable
organizational value. Leadership initiates and has
joint role in assuring that the entity has support-
ing values of integrity, fairness, and trust. It is re-
sponsible for setting the tone for all employees to
follow (Craft, 2013).

The role of leadership is best described by D. Welch
and L. Welch (2006) when a CEO of the US multi-
national Tyco International said “We are commit-
ted to changing the culture of the company, where
we cannot change the culture, we will change peo-
ple”. The eventual meaning of that is it’s the leader-
ship task ensuring that employees are embracing
the desired culture or any further cultural change.

Research proved that lower-level employees follow
the leadership lead whether good or bad (Schaper
& Weber, 2012). The essence of leadership is that
leaders have high level of determination, strong
assumptions, knowledge about how goals are
arrived at, and how to manage space and time
(Schein, 1985), they also get assumptions com-
municated and rooted in individuals’ behavior, in
their feeling and the way of thinking.

According to the report of COSO Treadway com-
mission in 1987, 1999, tone at the top plays a cru-
cial and influential role in creating a ripe environ-
ment for fraudulent financial reporting.

According to the 2005 National Business Ethics
Survey (NBES), employees who perceive that top
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management acts ethically, talking about the
importance of ethics, keeping people informed,
keeping its promises, and model ethical behavior
are less likely to engage into fraudulent acts versus
those who feel that top management does not sup-
port its talks about ethics with actions.

The importance of organizational culture is pre-
scribed as a motivator to employees’ attitudes and
behaviors (Flamholtz, Das, & Tsui, 1985). In con-
junction with the corporate culture itself, execu-
tives contribute in developing a strong ethical tone
at the top that leads to a growing fraud-resistant
culture. In support of this position, the tradition
of Confucianism says that “if a ruler is himself up-
right, his people will do their duty without orders;
but if he himself be not upright, although he may
order, they will not obey” (as cited by Liu, Zhou,
Liska, Messner, Krohn, Zhang, & Lu, 1998).

Moreover, Dukerich and colleagues (1990) consid-
ered the effect of leadership on the ethical behav-
ior of the group, when they manipulated the lead-
ership variable by assigning the task leadership
role to individuals who reasoned at more versus
less principled levels. The results indicated that the
reasoning level of the assigned leader affected the
group performance.

Different cultural perspectives like the functional
perspective, which concerns the shaping and main-
tenance of culture, and the attribution perspective,
which concerns the making activities meaningful
and sensible, support the existence of positive re-
lationship between the leader’s behavior and how a
corporate culture is defined. While the contingency
perspective to culture considers the criticality of the
role of leadership in times of crisis (House, Spangler,
& Woycke, 1991) or under uncertainty circumstanc-
es (Waldman, Ramirez, House, & Puranam, 2001),
the leaders influence various business domains in-
cluding the entity corporate culture.

Leadership sets forth a vision, it articulates the
purpose of existence, the future direction, taking
into consideration the environmental factors af-
fecting the outcomes of an entity. It motivates and
inspires people through translating the vision into
the only cause worth fighting for. It analyzes the
efficiency of operating systems, the controlling ac-
tivities, and finally shapes the operating business
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decisions. It masters the business tasks through
allocating resources, influencing employees’ atti-
tudes and decisions. It is from these roles that the
symbolic role of leadership stems and why for in-
stance it takes credit for any good performance
(Bettman & Weitz, 1983).

Characteristics and qualities of an organization’s
culture are taught by its leadership and eventual-
ly adopted by its followers. It is said that a strong
corporate culture is contingent upon ethical lead-
ership (the most common source of organizational
values and assumptions), which aims to transmit
its values to employees as a mean of shaping be-
havior and directing the firm (Enz, 1988; Schein,
1992) through serving as role model (Weaver,
Trevino, & Cochran, 1999). In line with this,
Momeni (2009) found that 70% of the total per-
ception of employees about the corporate climate
is directly shaped by their leader’s style of leader-
ship and behavior. Leaders create mechanisms for
cultural development and reinforcement of norms
and behaviors expressed within the boundaries of
the culture.

The ethical commitment of leadership is highly
stressed by ethics researchers, as it does ensure the
diffusion of espoused values throughout organiza-
tions (Jones, 1995; Paine 1996; Brown, Trevifo, &
Harrison, 2005). Furthermore, business ethics lit-
erature suggests that in the value-oriented entities
where transformational leadership provides moti-
vation to subordinates, emphasize ethical stand-
ards and collective purpose achievement (Bass &
Riggio, 2006), this results in a state of correlation
with the lowest level of occupational fraud, while
in the compliance-oriented organizations where
transactional leadership has constant contractu-
al interaction with subordinates, there is a state
of correlation with higher levels of occupational
fraud (Bass & Steidlmeier, 1999).

In examining the relationship between top man-
agement values, organizational culture, and perfor-
mance in different entities, it has been found that
the CEO values related to self-direction, security,
and benevolence have positive relationship with the
innovative, bureaucratic, and supportive culture
characteristics. It has been found also a relationship
between the strength of leadership and the strength
of culture (Tsui, Zhang, Wang, Xin, & Wu, 2006).

http://dx.doi.org/10.21511/ppm.16(4).2018.25
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The organization’s culture develops in large part
from its leadership, while the culture of an organ-
ization can also affect the development of its lead-
ership. For example, transactional leaders work
within their organizational cultures following the
existing rules, procedures, and norms, while the
transformational leaders change their culture by
first understanding it and then realigning the or-
ganization’s culture with a new vision and a revi-
sion of its shared assumptions, values, and norms
(Bass, 1985). Organization members including its
leaders are attracted to, selected by, and termi-
nated on the basis of their fit with the organiza-
tion’s characteristics and orientations (Schneider,
1987; Schneider, Goldstein, & Smith, 1995). This
is why organization members come to resemble
their organizations with respect to characteristics
such as personal orientations and values. On the
other hand, the personal characteristics of lead-
ers and executives help in determining what their
organizations will ultimately look like (Hambrick
& Mason, 1984; Lewin & Stephens, 1994; Miller
& Droge, 1986; Miller, Droge, & Toulouse, 1988).
Among these characteristics are the personal val-
ues and beliefs, which have been argued to be part
of the most influential leader characteristics.

The international corporate governance network
requested the board of directors to adopt high
standards of business ethics through codes of
conduct/ethics and oversee a culture of integrity.
Such standards should permeate all aspects of the
company’s operations including strict policies re-
lated to mitigating the risk of fraud and any harm-
ful deviance acts. In addition, a corporate culture
should be fostered to ensure that employees under-
stand their responsibility for appropriate behavior,
ways to do that are through training, monitoring
programs. An ethical leadership is defined as the
demonstration of normatively appropriate con-
duct through personal actions and interpersonal
relationships, and the promotion of such conduct
to followers through two-way communication, re-
inforcement, and ethical decision-making.

Ethical values are critical in the corporate culture
notion, it is found that a relationship exists be-
tween ethical leaders and the presence of ethical
values within an organization given the impact
leaders have on establishing the organization’s
values (Northouse, 2001). Individuals’ ethical be-
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havior is influenced greatly by their leaders, per-
ceptions among employees that their managers
possess a set of core ethical values and act upon
them has been shown to significantly impact the
firm’s ethical corporate culture (Trevifio, Brown,
Hartman, 2003). They found also that when em-
ployees perceive that their leaders take ethics se-
riously, they are less likely to engage in unethical
and/or illegal behaviors. This is why a manager
must be perceived as both a strong moral manager
and a strong moral person. However, if one is per-
ceived as being a strong moral manager, but a weak
moral person, he would be seen as a hypocrite.

Different factors constitute the determinants of
ethical behavior: top management, peer’s behav-
ior, ethical work practices, official policies, and the
internal environment based on transparency and
equality that feed the loyalty to the entity. There is a
strong connection between the occupational fraud
and the level of integrity and ethics in the organi-
zation known as the tone at the top (Nettler, 1982).
This relation is caused by the increasing attention
employees pay to the behavior and action of man-
agers in following their example and walking in
their footsteps. Whatever the ethical behavior of
management, it will spread and have an effect all
over the entity. Without the strong support and in-
volvement of management, it is hard to believe that
an entity can have a long-lasting culture of integrity.

In creating the tone at the top or the ethical exam-
ple that leads to the development and preservation
of corporate culture that enable the producing of
employees who can defend the entity against oc-
cupational fraud. Leadership including the board
of directors and top management should agree on
the requested types of personalities, attitudes and
actions for a proper tone at the top, including the
appreciation of doing the right things. This should
be followed by formulating a strategy to be com-
municated throughout the organization.

In developing ethical culture, several factors
should be carefully considered because of their ef-
fect on the corporate culture like tools of meas-
uring performance, control activities, resource al-
location, rewarding policy, how top management
behave and respond to crises, giving supremacy
to walking the talk. In other words, an ethical
policy and a code of conduct do not alone create
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an ethical culture or prevent occupational frauds.
Research confirms that leaders should constantly
embrace code of ethics and show their commit-
ment to do the right thing. Leaders who live their
honesty and integrity can make great progress in
developing an ethical culture characterized by be-
ing deviance-resisting and foster a skeptical ques-
tioning environment where statements like “It is
okay for you to ask me” and “It is okay for me to
ask you” are valued. As a result, the risk that em-
ployees circumvent or override the internal con-
trol system is limited.

4. HYPOTHESES
DEVELOPMENT

Given the fact that formal controls are influenced
by the combination of human nature, situational
factors, the moral side, and the value system of em-
ployees, they suffered all the time from consecutive
failures, which seriously impacted the ability of in-
ternal control systems to guide the behavior of em-
ployees toward achieving organizational objectives
including those expansion and profitability goals.

It has been noticed recently a strong stream of re-
search investigating the role of corporate culture
and ethical environment in guiding or directing
the behavior of employees toward achieving enti-
ties” objectives that guarantee the going concern
of such entities.

This research has two kinds of variables (inde-
pendent and dependent variables). The independ-
ent variables represent the strength of corporate
culture and the positiveness of ethical environ-
ment with the explicit role of guiding the behavior
of employees, while the second variable represents
the positive effect of such independent variables
on guiding and directing the behavior of employ-
ees. The following represent the hypotheses of this
research.

HI:  The corporate culture does work as a system
of informal control, and has critical role in
directing the behavior of people.

H2:  The ethical environment does work as a sys-

tem of informal control, and has critical role
in directing the behavior of people.
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top management influence;

POSITIVE ETHICAL ENVIRONMENT CHARACTERIZED BY:

degree to which workplace promotes ethical behavior.
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Source: Prepared by the researcher.

EFFECTIVE DIRECTION
AND REGULATION

OF INDIVIDUALS’
BEHAVIOR

respectful and caring environment;

team atmosphere;

peer monitored environment;

internalized corporate values;

open-door policy of conflicts management;
collaborative environment;

sense of responsibility and accountability;
receptive management.

STRONG CORPORATE CULTURE CHARACTERIZED BY:

recognition of importance of culture-based controls;

Figure 1. The causal relationship between dependent and independent variables

Figure 1 shows the model of this research, where
the positive ethical environment and the strong
corporate culture contribute in directing and reg-
ulating the behavior of individuals for the sake of
achieving the organizational objectives.

The construct model comprises two independent
variables, the first is the ethical environment of
the organization, which has two distinguishing
characteristics: (1) the role of top management in
reinforcing the ethical environment, (2) the de-
gree to which the workplace enhances the ethical
behavior. With respect to the role of top manage-
ment, different scale measurements were intro-
duced to investigate whether top management
communicates the importance of being compli-
ant with integrity and ethical values, and being
committed to integrity and ethical behavior in its
day-to-day activities, and whether management is
leading by example adopting the saying “Let your
talks walk”, and whether these traits are displayed
constantly. With respect to the role of the work-
place in promoting the ethical behavior, the scale
measurements are intended to examine how much
people at all levels are aware of the role of corpo-
rate culture, and how much business practices are
and human resources evaluations are being done

http://dx.doi.org/10.21511/ppm.16(4).2018.25

abiding to high ethical standards. Concerning
the second independent variable, which empha-
sizes the corporate culture, different characteris-
tics have been examined, those characteristics are
around the importance of having practiced shared
values, norms, ethical standards, and whether
these practiced with equality, and whether there is
proper assigning of responsibilities accompanied
with having everybody accountable against that
responsibility, etc., the following are the charac-
teristics distinguishing a strong corporate culture
within an organization: (1) recognition of impor-
tance of culture-based controls, (2) respectful and
caring environment, (3) team atmosphere, (4) peer
monitored environment, (5) internalized corpo-
rate values, (6) open-door policy of conflicts man-
agement, (7) collaborative environment, (8) sense
of responsibility and accountability, (9) receptive
management.

5. METHODOLOGY

This research adopts the quantitative approach of
gathering and analyzing the data. It took place in
the Middle East (Hashemite Kingdom of Jordan),
data were collected at the beginning of 2018 from a
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variety of listed companies by using a self-comple-
tion questionnaire handed out to all sample sub-
jects. Some of the questionnaire measurements
are taken from Victor and Cullen (1988), others
are prepared by the researcher, and were subject
to external validation from the internal of control
institute in Florida, USA.

5.1. Research design

This study used the quantitative approach through
handing out a self-completion questionnaire,
which uses Likert-type scales of 5-point ordinal
scale, the SPSS package is used for the analysis of
the data. Statistical analyses used the factor analy-
sis and multiple regression for designing the mod-
el of the study and proving its hypotheses.

5.2. Population and sample

The research population is composed of the listed
companies at the Securities Commission. Target
job titles are executives, middle managers, super-
visors, and certain key employees who assume the
areas of internal control, audit, risk management,
compliance, and operations.

The sample is extracted by using the judgmen-
tal sampling method given that the sample items
should be of specific job titles, which are connect-
ed with the design and implementation of internal
control systems. The sample size of this research
is composed of 591 subjects obtained from 82 list-
ed companies in different industries including
banking, insurance, real estates, manufacturing,
communication.

5.3. Data collection

A self-completion questionnaire is used to collect
the data, which are able to describe the character-
istics of cultural and ethical factors, thus, two sets
of data are collected: (1) perceptions about the ef-
fect of corporate culture, (2) perceptions about the
characteristics of ethical environment, which are
supposed to influence the behavior of employees.

5.4.Data analysis and discussion

In order to determine a value for propensity to use
the corporate culture as a behavior driver, the two
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measurement scores were subjected to Principal
Components Analysis (PCA) using SPSS, and the
varimax with Kaiser normalization as a rotation
method. The suitability of data for factor analysis
was assessed. Inspection of the correlation matrix
revealed the presence of factors with coefficients
of .3 and above. The Kaiser-Meyer-Olkin value
was .745 (see Table 1) exceeding the recommend-
ed value of .6 (Kaiser, 1974) and Bartlett’s test of
sphericity (Bartlett, 1954) reached statistical sig-
nificance, supporting the factorability of the cor-
relation matrix.

Table 1. Kaiser-Meyer-Olkin measure of sampling
adequacy

KMO and Bartlett’s test

Kaiser-Meyer-Olkin measure of sampling

adequacy ... S 7w
Approx.

Chi-square 3.363

Bartlett’s test of sphericity " 5 2095

_ Sig. 000

Results also show that the indicated Eigenvalue,
which explains 78.63% of variance. To aid in the
interpretation of this model, varimax rotation was
performed, only 12 factors have been selected on
the basis that > 5 components should load on each
and every selected factor among those 12 factors.
Thus, after executing the rotation of components,
those 12 factors are now explaining 58.777 of the
total variances.

In order to check the assumptions of the thesis,
which are (1) total perceived positiveness of ethi-
cal environment, (2) total perceived effect of cor-
porate culture on the direction of individuals’ be-
havior, a standard multiple regression has been
conducted with values related to multicollinearity,
outliers, normality, homoscedasticity, independ-
ence of residuals (see Table 2).

The multiple regression values suggest that the
hypotheses stand hold. The total perceived posi-
tiveness of ethical environment and the total per-
ceived strength of corporate culture correlate sub-
stantially with the total perceived effect on guiding
and directing individuals’ behavior (.857 and .958,
respectively) with a tolerance value (indicating the
multicollinearity value MV) of .546 for each in-
dependent variable. The residuals scatterplot and
the normal probability plot show no major devia-
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Model summary :
D iabl | iables | R | MV SB  Sig.
ependent variable . ANOVA ndependent variables ; ; ; S i Sig

sig. : ;

H iTotaI perceived positive
; - : : : ethical environment 857 : .546 . .338 : .000

Total perceived effect on guiding and : 1.000 000 T ;

directing individuals’ behavior . : Total perceived strong ;
Corporate culture 958 .546 697 .00

tions from normality and the residuals are rough-
ly rectangularly distributed with most of the
scores concentrated in the center. In evaluating
the whole model, it is found that R-square equal to
1.000, this means that the perceived strong ethical
environment and the perceived strong corporate
culture explain 100% of variance in perceived pos-
itiveness in corporate culture. However, an eval-
uation to each of the independent variables show
that the largest among Beta standardized coeffi-
cient SB value of the two independent variables is
.697, which means that a strong and positive cor-

porate culture contributes in explaining the de-
pendent variable followed by the perceived strong
ethical environment of Beta equal to .338, in ad-
dition, to assess the statistical significance of that
tests, the null hypothesis shows one-way ANOVA
sig = .000.

However, because ethical and value system of indi-
viduals is not supposed to be stable over time, lon-
gitudinal research is recommended each 5 years in
order to draw a long-term behavior for the effect of
corporate culture on the behavior of individuals.

CONCLUSION

Different factors were found to have an effect on directing the behavior of employees, those factors fall
under two categories, the ethical environment and the corporate culture of the organization. This study
came to the end that these two sets of factors are central for this behavioral direction, and that differ-
ent sub-factors are present and impact this conclusion. However, this research reached the following

conclusion:

o The fundamental result emphasizes the importance of existing culture-based controls that are able
to guide or direct the behavior of employees toward achieving the intended organizational goals.

«  Sub-factors falling under “the positive ethical environment” are: top management that models the
expected behavior from employees, and the influencing factors related to the workplace itself.

o Sub-factors falling under the umbrella of the strong corporate culture, such as (1) recognition of
importance of culture-based controls, (2) respectful and caring environment, (3) team atmosphere,
(4) peer monitored environment, (5) internalized corporate values, (6) open-door policy of conflicts
management, (7) collaborative environment, (8) sense of responsibility and accountability, and (9)
receptive management. However, all sub-factors falling under the hypotheses construct are con-
sidered characteristics that should be available in order to control and direct the behavior of em-
ployees toward achieving those defined organizational objectives. This research is considered an
exploratory research, given it is building a multi-factors model to investigate whether or not each
of these factors influence the achievement of organizational goals. Nevertheless, further studies are
needed to collect more detailed information about each of the above factors in order to investigate
the motives, drivers, triggers, and the driving power of each factor on the direction and regulation

of individuals’ behavior.
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