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Regression models for the effects of ethical climate on organizational-professional conflict,
affective organizational commitment, and normative organizational commitment are presented in
Tables V-VII. Impression management, area (specialization), and position are included as control
variables in the models?. Table V reports the results for the sample as a whole. All models are
highly significant and explain significant portions of the variation in the dependent measures. The
model for organizational-professional conflict indicates that each of the three ethical climate
dimensions was significant, but the instrumental climate had a particularly large effect. Thus,
perceptions of an inordinate emphasis on the pursuit of self-interest or firm interest appear to be
the most significant source of organizational-professional conflict. The model explains almost 40

percent of the variation in perceived conflict, and provides strong support for H1%.

2+ Although several of the independent variables in Tables V-VII were significantly correlated, none of
the variance inflation factors for these variables exceeded 1.6 in any of the reported models. Thus, it
appears the results were not significantly biased by multicollinearity. Other demographic variables such
as gender and education had no significant effects on the dependent variables in these regression
models.
% Note that the impression management variable was also significant in this model, which implies that
participants' reports of organizational-professional conflict were biased in a socially desirable direction.
To investigate this issue further, we ran the regression model for OPC without including the impression
management variable, and found that the association between each of the three ethical climate types and
OPC were greater in this model. Thus, it does appear that participants' reports of OPC were biased in a
socially desirable direction, and that inclusion of the impression management variable in the regression
model partially mitigated the effects of such bias.
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Standardized @8 f-=tatistic pvalue

Effects of etlical climale on organizafiona-professiona confiic! {independent paviables)
Benevolent/cosmaopolitan clomate —0.136 —215 0032
Principledfcosmopolitan climate —0.132 —215 0033
Instrumental climate 0480 895 (U000
Impression management -0.131 —245 0015
Area —0.085 —1.54 0.068
Position —0.115 —223 0027
Effects of ethical climale on affective orgamizational commitment {independent variables) b
Benevalent/ecosmaopolitan clomate 0.309 2.5 0.000
Principledicosmopolitan climate 0119 208 0039
Instrumental climate —0.452 —B8.08 (U000
Iipression manapgement 0.082 0163 0104
Area 0.163 337 0,001
Position 0.088 1.52 0.070
Effects of etlical climale on wormative organizational commitment {independent varialles) ©
Benevolent/cosmaopolitan climate 0.253 339 0001
Principledfoosmaopolitan climate 0048 065 0507
Instrumental climate —0.207 —328 0.001
Impression management —0.047 —0.74 0461
Area 0.066 1.08 0231
Position 0153 252 0012

Notes: "Model Fvalue =261, model significance = 0.000, ad_'lut-.-TEd R*=0388 “model
Fovalue = 354, model significance = 0000, adjusted R?=0465 “model Fovalue =78, model
sipnificance = 0,000, adjusted F% = 0,147

Standardized 8 f-statistic pvalue
Effects of ethical climate on organizalional-professional confiiet {fndependent variables) ®
Benevolent/cosmopolitan climate — 0208 —-233 0021
Principled/coemopolitan climate — 0u0a —072 0472
Instrumental climate 0425 548 0000
Impression managerment — 0108 —140 0164
Area — 0077 — 104 0299
Pozition —0.156 —208 0039
Effects of eflical climale on affective organizaliondl commitimen! {mdependail variables) b
Benevolent/cosmopolitan climate 0427 531 0000
Principled/coemopolitan climate 0.0s2 110 0272
Instrumental climate — 0380 —5al2 L0
Impreszion managermnent 0006 008 0835
Area 0202 305 0003
Pozition 0134 199 0049
Effects of ethical climate on normative orgaiizational commiitment independent pariables)©
Benevolent/cosmopolitan climate 0,254 251 0013
Principled/coemopolitan climate 0,035 037 0712
Instrumental climate 0.120 —-131 01492
Impreszion managermnent 0010 011 0911
Area 0.085 n9g 0.328
Pozition 0200 226 0026

MNotes: *Model F-value = 134, model significance = 0.000, adjusted R*=0375 “model
Foalue = 21 2, model m,mt:r:mme 0000, adjested £* = 0498 “model Fovalue = 41, model
significance = 0001, adjusted R*=0132

The model for affective organizational commitment produced particularly strong results,
explaining almost half the variation in commitment. Both the benevolent/cosmopolitan and
instrumental climates had highly significant effects in this model, and the effect of the
principled/cosmopolitan climate was also significant. The model for normative commitment

explained a much lower percentage of the variation, but nonetheless was highly significant. As in

2% Note that in this model and the remainder of the regression models presented, the impression
management variable was not significant at conventional levels. This indicates that the regression
results were not significantly impacted by the propensity for impression management.
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the case of affective commitment, the largest effects were for the benevolent/cosmopolitan and
instrumental climates. The principled/cosmopolitan climate was not significant in this model. With
this one exception, the models in Table V for affective and normative organizational commitment

support H2.

To address the moderating influence of affective professional commitment on the relationships
between ethical climate and our outcome measures, we divided the sample into high and low
professional commitment groups. This was accomplished by first determining the median value
for affective professional commitment for the sample as a whole and then classifying each
participant as being either above or below the median. Separate regression models were then run
for the high commitment and low commitment groups to test for differences in the observed
relationships. This approach to testing for moderating influence is recommended by Pedhazur
(1997). The resulting regression models are presented in Tables VI and VII. Although the overall
results are mixed, an interesting pattern of interactions emerged. In particular, we found that the
benevolent/cosmopolitan (public interest) climate had consistently significant effects for highly
committed professionals, but no significant effects for employees with relatively low levels of
professional commitment. The instrumental climate had highly significant effects on conflict and
commitment for both groups, with one exception: its effect on normative commitment was not

significant for the high professional commitment group.

Standardized 8 f-=tatistic Dvalue
Effects of etlical climale on orgamizational-professiona confiict {independent paviables)
Benevolent/cosmopolitan climate —0.025 —0.26 0.793
Principledfcosmopolitan climate —0.201 —207 0041
Instrumental climate 0528 6.21 0000
Impression management —0132 — 163 0107
Area —0.155 —1.86 0,065
Position —0.09 —1.19 0237
Eifects of ethical elimale on affective orgarizalional eonmitment independent variables) b
Benevolent/cosmopolitan climate 0067 068 0,500
Principledfcosmopolitan climate 0.164 163 0,106
Instrumental climate —0.497 —a.7l 0000
Impression management —0.108 131 0154
Area 0176 205 0042
Position —0.008 —0.10 0918
Effects of ethical climale on normative organizational commitment independent varialles) ©
Benevolent/cosmopolitan climate 0.199 184 0068
Principledfcosmopolitan climate 0.061 055 0583
Instrumental climate —0.263 —275 L0007
Impression management —0.139 —1.52 0,130
Area 0032 034 0.736
Position 0092 1.0 0.316

Notes: "Model Fovalue =79, model significance = 0000, adjusted R?=0.252: Ermnodel
Fvalue=67, model significance = 0.000, adjusted = R20.230; “model F-value = 2.5, model
significance = 0.029, adjusted £* = 0.071
The principled/cosmopolitan climate, which had the weakest effects in the overall models, had
little impact on the high and low commitment groups. Again, there was one exception: the

principled/cosmopolitan climate was associated with lower levels of organizational-professional

conflict in the low professional commitment group. Taken together, these results provide partial
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support for H3.

DISCUSSION

Findings and further research

Our study supports and extends previous research on ethical climate in public accounting firms.
Consistent with Shafer (2009), we found that supportive ethical climates are associated with
significantly lower (higher) levels of organizational-professional conflict (affective organizational
commitment). The findings of these two studies suggest that public accountants' perception of the
ethical climate in their firm may be a significant determinant of both organizational-professional
conflict and organizational commitment. Until recently, however, this relationship had neither
been acknowledged nor investigated in the accounting literature. In the current study we extend
this line of research to demonstrate that ethical climate also has a significant association with
accountants' normative organizational commitment, or sense of obligation to their firm. These
results imply that firms may reduce perceived organizational-professional conflict and increase

organizational commitment by promoting a supportive ethical climate.

The current study is the first to document the moderating influence of affective professional
commitment on the relationship between ethical climate and organizational-professional conflict
and organizational commitment. Employees who were more highly committed to the public
accounting profession reported lower levels of organizational-professional conflict and heightened
levels of affective and normative commitment when they felt their firm was more focused on
serving the public interest. No similar responses were found for employees with low levels of
professional commitment. Thus, our findings suggest that the ideal of public service has resonance
for committed professionals in public accounting firms. These results further imply that
accounting firms' ability to retain professionally committed employees will to some extent depend

on the firm's degree of adherence to professional ideals such as serving the public interest.

The principled/cosmopolitan climate was also significantly associated with organizational-
professional conflict and affective organizational commitment for the sample as a whole, although
these effects were relatively weak compared with the other climate types. These findings indicate
that a rules-based approach to ethics is less likely to be associated with public accountants'

attitudes than appeals to professional ideals such as serving the public interest.

Regardless of their level of professional commitment, participants appeared quite sensitive to the
presence of an instrumental climate in their firm, one that emphasizes the pursuit of self-interest or
firm interests. A perceived emphasis on instrumental concerns was associated with higher levels of

organizational-professional conflict and reduced organizational commitment. For the sample as a
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whole, the instrumental climate clearly had the strongest association with reported conflict and

commitment, and this generally held true across both high and low commitment groups.

We also found that taxation specialists felt there was significantly less emphasis placed on serving
the public interest in the firm. The accounting profession's claims to public service have
traditionally emphasized the role of auditors in safeguarding the public from unscrupulous
financial reporting practices. Nevertheless, tax advisors should also play a key public service role
by ensuring that companies and individuals pay their fair share of taxes. It is perfectly acceptable
and in fact expected that tax practitioners will serve as advocates for their clients in minimizing
their tax obligations (American Institute of Certified Public Accountants, 2009). However, this has
to be done within legally acceptable means, and overly aggressive tax minimization strategies can
easily cross the line into illegal tax evasion. Indeed, much criticism has been leveled against
international accounting firms in recent years for allegedly marketing illegal tax shelters to their

clients (e.g. Scannell, 2005; Herman, 2004; Johnston, 2004).

Such accusations certainly raise concerns regarding the extent of professional tax advisors'
commitment to the ideal of serving the public interest, and the findings of the current study add to
those concerns. It seems quite interesting that tax practitioners' perceptions of the public interest
climate in the firm stood out as lower than all other groups, including not only auditing but also
the consulting and accounting groups. Consulting in particular is a commercially oriented practice
that focuses on serving the client's needs, yet the consultants perceived more emphasis in the firm
on serving the public interest than did the tax professionals. Since this is the first study to find
significant differences in ethical climate perceptions across functional specializations in an

accounting firm, future research should further investigate this issue.

The significant correlations between ethical climate and affective professional commitment also
raise interesting questions for future research. To our knowledge, no prior research in
management or accounting has examined the relationship between organizational ethical climate
and professional commitment. The finding of strong correlations between ethical climate and
affective professional commitment suggests that value congruence between organizations and
individuals may enhance professional as well as organizational commitment. Aspiring
accountants receive basic training in issues relating to professionalism and ethics during their
university education, which along with early socialization processes (such as membership in
university-based accounting societies) should instill some degree of professional commitment.
Such commitment should continue to develop as a result of experience and socialization processes
that occur on the job, and therefore the ethical climate in one's organization may be an important
antecedent of professional commitment. For instance, if the organization places great emphasis on

serving the public interest and meeting professional expectations, top managers serve as positive
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role models for professional/ethical conduct, and the organization rewards behavior that is
consistent with professional ideals, employees' may be more likely to internalize the values and
expectations of their profession and thus have higher levels of affective professional commitment.
The psychic and monetary rewards that accrue from working in such an organization may also
enhance individuals' sense of loyalty to the profession, i.e. normative professional commitment.
Longitudinal studies would be particularly effective in obtaining a more nuanced understanding
of the effects of organizational characteristics such as ethical climate on the development of

organizational and professional commitment among public accountants.

Another interesting aspect of our study is that the ethical climates documented, and their
relationship with organizational-professional conflict and affective organizational commitment,
were quite similar to Shafer's (2009) findings in Mainland China. Because the current study was
not cross-cultural, we did not develop a priori expectations regarding differences between
accounting firms in China and Singapore. However, the two national contexts are clearly distinct.
China is in a long period of transition from a state-controlled to a socialist market economy, and
during this period of transition a great deal of concern has been expressed regarding the state of
ethics both in the business community and in public accounting firms (Shafer, 2008). One of the
factors often cited as a cause of the relatively poor state of business ethics in China is its weak legal
system (e.g. Snell and Tseng, 2002). In contrast, Singapore is a relatively advanced and well-
developed economy that is known in Asia for strong governance mechanisms and a strong legal
system. Indeed, many large US corporations doing business in Asia establish their regional
headquarters in Singapore due to its reputation for effective enforcement of the rule of law
(Holder-Webb and Sharma, 2010). Thus, the relatively consistent results of this study and that of
Shafer (2009) provide evidence for the robustness of the ethical climate construct and its
association with affective outcomes such as organizational commitment among public

accountants?.

¥ One could argue, for instance, that in relatively “unethical” business cultures public accounting firms are
likely to place less emphasis on professional ideals such as serving the public interest and adhering to the
principles embodied in professional codes of conduct. It could also be argued that in such environments
individual public accountants should be less concerned with ethical issues and thus less sensitive to the
perceived ethical climate in their firm. If such arguments are valid, in less ethical business cultures there
should be a lower likelihood of documenting benevolent/cosmopolitan and principled/cosmopolitan climates
in accounting firms, and the relationships between employee perceptions of the ethical climate in their firm
and affective responses such as organizational commitment should also be weaker. In comparing the findings
of the current study with those of Shafer (2009), however, these patterns do not hold true. Both studies found
evidence of benevolent/cosmopolitan and principled/cosmopolitan climates, and the association between
these climates and organizational commitment actually appear to be somewhat stronger in the Shafer (2009)
study. If we accept the common argument that the prevailing business culture in China is relatively weak,
these findings seem to imply that this culture does not have a major impact on the ethics of public
accountants. It may be the case that organizations of professionals are somewhat insulated from their
surrounding cultural environment due to the heavy emphasis on ethics in professional training and the effects
of more strict regulatory mechanisms such as professional codes of conduct and peer review or government
inspection processes. As discussed herein, future studies should be carefully designed to address the
association between national cultures and organizational ethical climates in public accounting.
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The impact of national culture on ethical climate in public accounting firms should be further
investigated. Parboteeah et al. (2005) appears to be the only prior study that has directly addressed
this issue. That study compared ethical climate perceptions in US and Japanese firms, finding that
US public accountants perceived significantly stronger benevolent/local, benevolent/cosmopolitan,
and principled/cosmopolitan climates. No significant difference was found in perceptions of the
egoistic/individual climate. As previously noted, the Parboteeah et al. (2005) study pooled
responses across multiple accounting firms. It seems that studies of climate perceptions across
countries within the same international accounting firm would provide more meaningful tests of
the effects of national culture. By holding the overall organizational context constant, this
approach should achieve maximum equivalence on dimensions other than national culture. This
type of study should also provide meaningful insights for the participating organization(s), since
international accounting firms should be interested in maintaining uniform quality standards

worldwide.

Another opportunity for further research would be to compare ethical climate perceptions across
multiple firms in the same country/region. Prior studies have not obtained sufficiently large
samples of public accountants from multiple firms within the same jurisdiction to allow
meaningful comparisons of this nature. Such research could provide interesting insights into
variations in ethical climate across firms and firm types. For instance, a comparison of the ethical
climates in Big 4 and second-tier firms within the same region would provide evidence relating to
the common assumption that larger firms provide higher quality professional services (which

carries with it the implicit assumption that larger firms are more “ethical”).

Limitations

Due to a number of limitations, the findings of this study should be interpreted with caution. The
empirical results are based on measures of association; thus, it cannot be concluded if the
relationships observed are causal in nature. If future experimental research can be designed to
further support the hypothesized relationships, a case may be made for causality. The findings are
also limited in that the non-auditing sub-groups (taxation, consulting and accounting services)
were relatively small. This limits the degree of confidence in our finding that the taxation
specialists perceived less emphasis in the firm on serving the public interest. Thus, future studies
should address the issue of cross-functional differences in ethical climate perceptions using larger
sample sizes. The sample ideally should have included more high-level staff, especially partners.
This would have provided a stronger basis for conclusions regarding differences by rank in
perceptions of ethical climate and affective outcomes, and may have altered the regression results
since significant differences by rank in some of the dependent measures were observed. Results

are also limited by potential social desirability response bias. We attempted to control for this bias
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by measuring participants' propensity for impression management; however, like any proxy the
impression management variable itself may not adequately capture the tendency to bias responses

to ethically sensitive issues.
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