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Abstract

The purpose of this article is to investigate the relationship between organizational ethical
climate and organizational trust in Palestinian public ministries by applying the Victor and
Cullen’s (1988) framework. For this purpose, the study utilizes a sample of 178 respondents
of executive-level employees in which primary data collection is conducted using survey
instrument and PLS-SEM for data analysis. The study proposes that a positive relationship
between ethical climate types (Caring, Independence, Rules, Law and Codes) and
organizational trust, and negative relationship between (Instrumental climate) and
organizational trust are all highly important for Palestinian ministries to provide trust and
create positive outcome in the workplace.
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1. Introduction

The role of government in countries around the world has evolved dramatically due to
significant technological, economic, social, and political changes. Thus, ministries are
expected to extend more reliable and credible services that can meet or exceed citizens’ needs.
Organizational climate is a multidimensional construct that includes a wide range of
individual estimation of work climate; climate is an organizational framework that refers to
values, practice, traditions, procedures, and their effects on the behavior of employees in the
organization (Al Shobaki et al., 2018). Organizational trust is important for both supervisors
and employees; moreover, trust forms the foundation of compatible and fruitful relationships
and effective cooperation within the organization (Tschannen-Moran & Hoy, 1998) in order
to improve employee performance and increase the organization’s level of effectiveness.

The modality of the relationship between managers and employees is often studied through
Social Exchange Theory. This is one of the most significant relationships for the employee
and the most significant predictors of outcomes in the work place (Gerstner & Day, 1997).
Social exchange relationships entail unspecified commitments in which the parties implicated
reciprocate effort toward one another overtime, whereas economic exchanges confirm the
financial and tangible sides of exchange relationships (Lilly et al., 2016). Put differently,
organizational trust includes expectations of reciprocity, such that individuals engage in
trusting behavior because they expect others to do the same (Korsgaard et al., 2015)

In the context of Palestine, insufficient empirical studies exist on organizational ethical
climate and organizational trust in the ministries. The study therefore explores the reality of
the organizational ethical climate and its impact on the organizational trust in the ministries in
Palestine. This study is important as it represents a crucial step in the development of public
organizations in Palestine.

Over the last two decades, public organizations and ministries in Palestine have vastly grown
(Al-Habil & El-Ghazali, 2017a). Public sector development in Palestine is singular and
challenging due to the fact that this system, in comparison with other public sectors in the
area, has been built in an incomplete sovereign state, and because Palestine is not an
independent country.

Indeed, since the arrival of the Palestinian National Authority (PNA) in 1994, Palestinian
ministries have been suffering from many of the administrative problems cited in the report
of the General Supervisory Authority, including the waste of public funds, lack of
organizational structures, job inflation, alarming unemployment, overlapping powers, and
other areas. These problems have hindered the performance of these ministries (Al-Habil &
El-Ghazali, 2017b). These structural defects in the Palestinian public sector are not
compatible with relevant public policy.

Palestinian ministries have also been suffering from many of the administrative problems
including the lack of organizational structure, and due to the gap in the literature, this study
seeks to examine the relationship between organizational ethical climate and organizational
trust. Ministries in Palestine are a good example of organizations that require a good
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organizational ethical climate in order to improve organizational trust, so that they can carry
out their duties to fulfill their organization objectives. Due to the scarcity of research related
to organizational ethical climate and its’ influence on organizational trust, this study seeks to
enrich the understanding on organizational trust by examining their relationship with the
organizational ethical climate as independent variable. Organizational trust will thus bring a
new insight as a dependent variable, focusing the relation between these variables.

Therefore, it is vital to examine the relationship between ethical climate and organizational
trust in Palestinian context. This study explores which ethical climate types have a positive or
negative relationship with the organizational trust in the ministries in Palestine, applying the
Victor and Cullen’s framework of ethical climate. The following sections discuss literature
review, methodology, data analysis, results, discussion, limitation and conclusion.

Research Objectives: By identifying problem and asking research questions, the research
objectives are set to investigate the relationship between organizational ethical climate and
organizational trust.

2. Literature Study

Organizational ethical climate is an important aspect of the organization that mirrors the
shared perceptions held by employees related to the norms, practices, policies and
procedures in the organization and whether the culture of the organization is right or wrong
(Nedkovski et al., 2017). Researchers thus emphasize the significance of studying the ethical
work climate in organizations because of its importance affecting employees’ attitudes and
behavior (Lopez & McMillan Capehart, 2009).

Studies have indicated that negative ethical climates result in unethical behaviors; while
positive ethical climates are negatively correlated with unethical behaviors, (Smith et al.,
2009)(Wimbush & Shepard, 1994). Additionally, managers operating in a positive ethical
climate perceive a positive cooperation between success and ethical behavior, while
managers operating in a negative ethical climate perceive a negative cooperation between
success and ethical behavior (Deshpande, 1996).

An ethical work climate benefits the organization in several ways. Ethical organizations are
perceived to have better reputations. An ethical climate can also motivate its employees to
work honestly, produce better services, which improves organizational performance (Prottas,
2013). In addition, an ethical work climate creates a contributory work environment, which
increases employee satisfaction, enhances work attitudes, and helps organization to maintain
its human resources value (Jaramillo et al., 2006)

According to Victor and Cullen (1988a), the different kinds of ethical climates existing in
organizations can be found by looking at two specific criteria. The first, taken from the theory
of cognitive moral development advanced by (Kohlberg, 1977), has three components: egoism,
benevolence, and principle. The second dimension, derived from sociological theories on the
roles of reference groups in organizations, concerns three loci of analysis: individual, local,
and cosmopolitan (Victor & Cullen, 1988Db). Victor and Cullen, (1988b) combine the two
dimensions and suggest the classification of ethical climates into nine theoretical types. In an
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empirical study, they use their ethical climate questionnaire (ECQ) to flesh out five of the nine
ethical climates that can be found in groups, calling them: instrumental climate, which
emphasizes the self-interest of individuals or small groups; caring climate, which valorizes the
well-being of others at the individual or local level; independence climate, which stresses
commitment to individuals’ personal ethical attitudes; Rules climate, which gives primacy to
an organization’s policies and procedures and inculcates principled concern at the local level.
Law and code climate is the assertion of responding according to the law and professional
standards, a principled concern at the cosmopolitan level). The crossing of these two
theoretical dimensions of ethical climate results in nine theoretical climate types (Wang &
Hsieh, 2013).

(Victor & Cullen, 1988Db) cross-classify the ethical criterion and locus of analysis dimensions,
resulting in nine theoretical ethical climates as illustrated in Table 1.

Table 1. Theoretical Ethical Climate Types

Individual Local Cosmopolitan
Egoism Self interest Company profit Efficiency
Benevolence Benevolence Team interest Social responsibility
Principle Personal Company rules and Laws and professional
procedures codes

Source: Victor and Cullen (1988)

There is no consensus among prominent authors on a single definition of individual or
organizational trust. Trust has a long narrative of being critical for perception of interpersonal
dynamics, which is a key function in organizational behavior and achievement (Rhee, 2010).
Unless individuals and their organizations trust one another, then both might suffer because of
costly retaliation and decreased organizational performance (Kramer & Tyler, 1996). On the
other hand, high standards of trust in the workplace can lead to improved levels of
organizational commitment (Guinot et al., 2013).

Trust is commonly viewed as significant for successful organizational mission, and distrust is
considered harmful for organizational conformity and conduct. For example, (Yiu & Law,
2012) assumes that trust is current and is important for the reciprocity of familiarity within
organizations and that this reciprocity is crucial if organizations are to survive. However,
organizational leaders often answered defensively inquiries related to trust scales in their
organizations, and their answers might prevent individual as well as organization from
knowing (Nedkovski et al., 2017)). (A. Cohen, 2016) defines organizational trust as a
psychological state comprised of the willingness to accept vulnerability based on positive
expectations of organizations. (Sousa-Lima et al., 2013) indicate that trust building with
organizations is the key element for developing a social exchange relationship. They propose
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in the study that trust is a central factor that enhances the organization’s long-term success
and survival, so trust is very important to facilitate the formation of work-related behavior.
Organizational trust can also be included in these factors. It can be said that trust is the
determinant of benevolent relationships and conformity between people. Trust is the
“emotion of believing and engaging without fear and hesitation” (Dunn & Schweitzer, 2005).
Trust means that one side in a relationship is curtailed that the other side will not exploit his
or her weakness (Duane & O’Reilly, 2017), which entails expecting positive actions from
other individuals (Jong& Elfring, 2010). Trust is a human feeling reinforced and improved by
mutual consideration and commitment, and is a concept based on sincerity and integrity in
the most general feeling (GUbahar, 2017). Organizational trust is important for both
supervisors and employees; moreover, Trust forms the foundation of compatible and fruitful
relationships and effective cooperation within the organization (Tschannen-Moran & Hoy,
1998) in order to improve employee performance and increase the organization’s level of
effectiveness.

The hypotheses for this study are developed from the extensive literature review and the
relationship between variables based on the proposed organizational ethical climate and
organizational trust. Lilly et al., (2016) found that the ethical climate which evolves from these
institutional sources can influence perceptions of trust, and (DeConinck, 2011) established that
some features of the ethical work climate are directly related to organizational trust, whose
prerequisites include organizational structure, culture, and leadership--three institutional
sources of trust which comprise a system of formal procedures, values, and leadership to
influence employee behavior (Bai et al., 2012).

Organizational ethical climate and organizational trust are linked to positive work outcomes
that may benefit the organization, but a few studies examine the relationship between
organizational ethical climate and organizational trust, although the top management in
organizations should recognize the importance of organizational ethical climate for increasing
organizational trust in this rapidly competitive world (Dickson et al., 2001). In the study by
Whitener, Brodt, Korsgaard, & Werner (1998) personality is a major requirement for forming
trust, and honesty is one of the components of personality. Trustees share ability (using
characteristics which enable one side influence over the other); benevolence (the willingness of
the trustee to help the trustor); and integrity (the trustor’s belief that the trustee conforms to
appropriate principles). (Mayer & Davis, 1999) indicate that the level of trust is an indication
of the amount of risk people are willing to accept. Authors such a (Nedkovski et al., 2017),
(Lilly et al. 2016) and (Kaptein, 2011) have argued that trust and ethics are intimately linked,
and that preserving trust is the major driver of ethical behavior. (Whitener et al., 1998) were
of the opinion that trust could happen outside the calculations of self-interest and underlie the
benevolence dimension of an organizational climate.

From discussion above, the following hypotheses are formulated. See figure 1.

H1:There is a significant and positive relationship between Instrumental Climate (IC) and
Organizational Trust (OT).

H2: There is a significant and positive relationship between Caring Climate (CC) and

168 http://jpag.macrothink.org



\\ MacrOthlnk Journal of Public Administration alr;%NGg\i%rlr_]??gz
- ™
A Institute 2021, Vol. 11, No. 1

Organizational Trust (OT).

H3: There is a significant and positive relationship between Independence Climate (IC) and
Organizational Trust (OT).

H4:There is a significant and positive relationship between Rules Climate (RC) and
Organizational Trust (OT).

H5: There is a significant and positive relationship between Law and Codes Climate (LCC)
and Organizational Trust (OT).

Instrumental Climate

Caring Climate

Independence Climate Organizational Trust

Rules Climate /

Law and Codes Climate

Figure 1. Conceptual Model and Hypotheses
3. Method

This study uses quantitative research methods. Data are collected from a sample working in
21 ministries in Palestine. The inclusion criteria are that the minimum qualification of a
degree and have worked minimum of one year in the respective ministry. The questionnaire
used in this study is prepared used a Likert scale. A total of 200 responses or 56% from 356
distributed questionnaire are successfully collected via drop and collect method, with 178
being the minimum responses targeted based on G*Power, distributed with purposive
sampling technique.

Out of 200 total responses, 126 respondents (63%) are males and remaining 74 respondents
are females (37%). The majority of participants aged between 20-25 years old (11%), 25-30
years’ old (18.5%), 30-35 years old (23.5%), 35-40 (24.5%), 40-45 years old (16%), more
than 45 years old (6.5%). In terms of academic qualification, most of the respondent hold
degrees (86.5%), followed by master (13.5%). The demographic profile (24.5%) of the
respondent is less than 5 years working experience, followed by 5-10 years (33%), 10-15
years (26.5%) and above 15 years of experience (16%). In other words, majority of the
respondents (100%) have more than 1-year working experience. In terms of monthly salary,
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80.5% of the respondents are earning more than ILS 3000 — less than ILS 5000 every month,
followed by 19.5% earning more than ILS 5000 — Less than ILS 8000. Additionally, married
employees represent the majority of the respondents (69%) while the remaining are single
employees (31%). These serve as the input to the analysis of the current study which uses
PLS-SEM analysis.

4. Measures

The questionnaire used in this study consists of four parts. The first part includes selection
criteria of which ministry the participant is currently working in. The second part
demographic profile of respondents: age, gender, marital status, level of education, length of
service, and salary. The third part shows the organization’s ethical climate as measured by the
scale of (Victor & Cullen, 1988b). Subscales are determined using a 5-point Likert scale on
which 1 = strongly disagree and 5 = strongly agree. The number of items on these subscales
varies, consisting of 4 for the rules and laws and codes subscale, 5 for the instrumental and
independence scales, and 6 for the caring climate subscale. The fourth part is organizational
trust that was measured using 4 items developed by (Mayer et al., 1995). All subscales are
measured with a 5-point Likert scale with 1 = strongly disagree and 5 = strongly agree. The
organizational trust subscales have 4 items. Table 2 shows the demographic profile of the
respondents. Means and standard deviation for all measures are shown in Table 3.

Table 2. Demographic Profile of the Respondents

Profile Description Frequency Percentage (%)
Age More than 20 — Less than 25 years old 22 11
More than 25 — Less than 30 years old 37 185
More than 30 — Less than 35 years old 47 235
More than 35 — Less than 40 years old 49 245
More than 40 — Less than 45 years old 32 16
More than 45 years old 13 6.5
Gender Male 126 63
Female 74 37
Marital Single 62 31
Status Married 138 69
Education Degree 173 86.5
Master 27 135
Experience More than 1 — Less than 5 years 49 245
More than 5 — Less than 10 years 66 33
More than 10 — Less than 15 years 53 26.5
More than 15 years 32 16
Salary More than ILS 3000 — Less than ILS 5000 161 80.5
More than ILS 5000 — Less than ILS 8000 39 19.5
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Table 3. Means and standard deviations

Variable Mean Std. Deviation
INSC1 3.04 1.058
INSC2 3.14 1.016
INSC3 2.94 .949
INSC4 3.02 1.002
INSC5 3.06 .986

CccC1 3.44 1.106
CC2 3.29 1.049
CC3 3.37 1.053
CC4 3.45 1.083
CC5 3.44 .894
CC6 3.08 1.067
INDC1 2.99 .995
INDC2 3.13 910
INDC3 3.14 .839
INDCA4 3.12 .903
RC1 3.13 .835
RC2 3.20 .800
RC3 3.23 .859
RC4 3.30 .851
LCC1 3.26 .808
LCC2 3.18 1.123
LCC3 3.03 1.082
LCC4 2.73 1.112
OoT1 3.38 1.000
0oT2 3.31 974
OT3 3.28 972
oT4 3.38 1.010

3. Results

Table 3 shows the means and standard deviation for the key variables in the study. Following
Sekaran & Bougie (2016), for items in the five-point scale, mean scores of equal or less than
2.99 were regarded as low, mean score ranging from 3 to 3.99 were regarded as moderate and
means scores of 4 and higher were regarded as high. As demonstrated in statistical analysis,
organizational trust has an R2 value of 0.578, indication a substantial level of variance
explained by (Cohen et al., 1983). An R2 of 0.578 indicates that 50.78% of variance in
organizational trust can be explained by the five dimensions of independent variable (e.g.
Instrumental Climate, Caring Climate, Independence Climate, Rules Climate, Law and Codes
Climate).

Results from the bootstrapping analysis suggest that of the five hypothesized paths tested, one
path is insignificant (i.e. Instrumental Climate - Organizational Trust) and the other four
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hypotheses are supported. Of these five, caring climate has the strongest effect on
organizational trust (t = 5.243, p < 0.01). The PLS output is shown in Table 4 that shows
detailed result of path coefficient, standard errors and t-values for the direct effects between
organizational ethical climate dimensions and organizational trust.

Table 4. Hypothesis Testing (Direct Effects between Organizational Ethical Climate and
Organizational Trust)

Original Sample Std. Dev. T Statistics P
# Path Sample (O) Mean (M) (STDEV) (O/STDEV) Values Result
H1 Instrumental Climate -> Not
Organizational Trust 0.069 0.069 0.060 1.162 0.123  Supported
H2 Caring Climate ->
Organizational Trust 0.320 0.320 0.061 5.243 0.000
Supported
H3 Independence Climate ->
Organizational Trust 0.211 0.215 0.062 3.380 0.000
Supported
H4  Rules Climate ->
Organizational Trust 0.265 0.263 0.066 4.013 0.000
Supported
H5 Law & Codes Climate ->
Organizational Trust 0.133 0.135 0.052 2.559 0.005
Supported

4. Discussion

The present study has 5 major hypotheses that measure the level of significance of direct
relationship between the variables of organizational ethical climate and organizational trust.
The results from the path coefficients attest that out of the 5 hypotheses, 4 are supported and
1 is not supported.

The first five hypotheses H1, H2, H3, H4 and H5 postulate that there is a significant and a
positive relationship between all dimensions of organizational ethical climate (instrumental
climate, caring climate, independence climate, rules climate and law and codes climate) and
organizational trust.

The results reveal that the (instrumental climate) has insignificant relationship with the
organizational trust. These findings are in line with the previous study undertaken in Saudi
context (Alghamdi, 2018), hence not as expected. In addition to these constructs, the study
notes an important relationship between the ethical climate (caring, independence, rules, laws
and codes) and the level of trust found in an organization, a finding similar to that of earlier
studies by (Deshpande, 1996; Simha & Stachowicz-Stanusch, 2015; Lilly et al., 2016) As a
conclusion, H1 is rejected and H2, H3, H4 and H5 are supported.

5. Conclusion

This article has examined the relationships among organizational ethical climate dimensions
(instrumental climate, caring climate, independence climate, rules climate and law and codes
climate) and organizational trust, perceived research on organizational ethical climate and
organizational trust at the ministries in the West Bank of Palestine. This article represents new
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concepts and develops a better understanding on management practices in Palestine.

The proposed study model provides several essential results based on the analysis of the
survey questionnaires distributed among employees at 21 Palestinian ministries. Analysis is
executed by using PLS modeling to test the direct and indirect effects between the variables,
and the findings are used to validate the proposed hypothesis.

This article uses Social Exchange Theory to examine relationship between ethical climate and
organizational trust. The Results demonstrate how ethical climate relates to organizational
trust and organizational performance. Out of four dimensions of caring climate, independence
climate, rules climate and law and codes climate is significantly and positively contributed to
organizational trust, while instrumental climate does not correlate with organizational trust.

There is a limitation to the present study that can be addressed in the future to make it more
effective. This article is limited to the ministries in the West Bank in Palestine. The scope can
be further expanded to public sector organizations to investigate and gain broader
understanding on various approaches in managing employees in successful organization to
avoid generalization and bias of results which consequently can further improve the quality
of research.

This study gives implications towards employees at ministries in the public sector in the West
Bank of Palestine, because its findings provide insight and a better understanding of the
organizational ethical climate. Future studies should intend to discover new findings and
contributions in different areas of organizational ethical climate and its dimension i.e.
(instrumental climate, caring climate, independence climate, rules climate and law and codes
climate) and organizational trust.
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