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Abstract

Several factors appear to influence ethical behavior in the sales sector. This
paper provides a summary of the individual and organizational factors that
may influence the decision-making of sales personnel. First, a survey of
estate agents is carried out, and then logit analysis is used to ascertain which
particular factors have more influence than others. The results suggest that
both the educational background of the individual salesperson and the
ethical climate of the workplace have important influence.
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I. Introduction

Many advocates of private enterprise argue that private enterprise
is more efficient when people act honestly (Ryan, 2006; Gundlach
and Murphy, 1993; Roman and Ruiz, 2005; Kline, 2009; Stringham,
2011). Critics of markets, on the other hand, argue that private
enterprise is inherently prone to unethical behavior and that the only
solution is government oversight. Government oversight, however, is
always imperfect and can never root out all unethical behavior.
Business ethics are probably as old as trade itself (Marcoux, 20006). As
such, many questions related to a particular industry’s ethical conduct
have shown that employees such as salespersons are likely to be
indispensable to maximize business transactions. Customers will feel
more comfortable dealing with a company whose employees are
honest. But can ethical decision-making be influenced, and if so,
how? When confronted with a particular situation or a particular
ethical dilemma, a salesperson can behave ethically or not. The range
of potential factors is huge, and we cannot claim to identify all of
them here. Nonetheless, our study aims to catalog the factors that
seem to influence the ethical behavior of sales personnel. Better
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understanding of these questions may help management see where
they should focus in order to promote ethical development within
their workforce. A better understanding of the factors that influence
ethical decision making in business may also help private enterprises
be more moral overall.

I1. Theoretical Framework of the Research
A. Ethics and the Act of Sale: Definition, Dilemmas, and Determining
Characteristics

Selling has the potential to benefit both parties, but at any
particular stage a seller may have an incentive to mislead the buyer to
get more than he would if the buyer were fully informed.

As Darmon (1998) says, “although the art of selling is often
necessaty, it is not usually sufficient on its own to automatically
ensure success in the commercial sales arena. A client can be misled,
taken in, and persuaded perhaps to accept unfavorable conditions,
although this type of practice does not lead to enduring success.” A
genuine “win-win” situation is one in which both parties are keen to
conduct themselves ethically. In this situation negotiations should be
straightforward, harmonious, logical, and rigorous. In other words, it
would be accepted practice for business negotiations to be conducted
in an atmosphere of mutual respect; each party would expect the
other to share similar ethical concerns, and as a result negotiations
would proceed in an intelligent and reasonable manner (Chassagne
and Roudier, 1998).

According to Micallef (1984), the idea of an exchange of added
value, as in the “win-win” model in which the client or the objective
is central to relations, helps to explain the concept of ethical
behavior. For the individual salesperson, ethical conduct would
therefore mean listening to the customer and offering a service
corresponding directly to the needs of that customer without seeking
to benefit either his own interests or those of the company that
employs him. On a day-to-day basis, sales personnel have to deal with
ethical issues and are subject to contradictory messages on the
subject. On the one hand, the system expects them to treat customers
as partners in business as well as to be genuine and to demonstrate
honesty and integrity in their dealings in order to gain long-term
trust, but on the other hand, they have to contend with the
permanent stress of short-term sales objectives (Bergadaa, 1997).
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As a result, according to Barth (2002), the salesperson will
automatically find himself having to deal with ethical conflicts of
interest, torn as he is between the desire to conduct ethical dealings
and the need to close a deal and meet targets. Indeed, who would not
turn down the opportunity to secure a sale even if it was not in the
best interests of a customer, if targets fixed by the company had not
been achieved? In other words, the important questions to be asking
are as follows: Why does a salesperson behave ethically? What are the
factors that make him behave this way? Although we have already
demonstrated that a salesperson may conduct himself ethically using
philosophical considerations he sometimes may not even be aware of,
we are now going to look at other factors that contribute directly
toward his ethical awareness.

B. Factors Contributing to the Ethical Bebavior of a Salesperson
1. Organizational and External Factors

External factors frequently appear to play a considerable role in
the ethical behavior of the individual salesperson notwithstanding the
fact that the process is mostly considered to be a personal one.

Ethical climate: ldentified as a form of organizational climate
(Schneider, 1975), the ethical climate of a company is defined as the
perceptions that individual employees form of the ethical content of
their company’s activities (Winbush et al., 1997).

It is generally accepted that higher ethical standards tend to be
expected of employees who work for a business that claims to
practice ethically than from those who work for companies that do
not make the same claim. It follows, therefore, that ethical policy
within the company influences ethical decision-making by the
individual (Lavarata, 2005)."

The incorporation of an ethical workplace policy demonstrates a
real desire on the part of a company to conduct its business in an
ethically correct manner and to adhere to ethical codes of conduct
that in turn generate ethical decision-making on the part of the

""To illustrate this point, using a utilitarian definition of ethical ideology, Verbeke et
al. (1996) set out their main hypothesis, which is that the ethical climate definitely
affects the ethical behavior of the individual in the workplace. They noted a direct
correlation between the ethical climate in a company and the ethical decision-
making of their staff (Jones and Hiltebeidel, 1995).
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workforce.” So the questions now become how to get the message
across to the workforce effectively and how to ensure it is
perpetuated. Indispensable to the successful creation of an ethical
climate in the workplace is the need to adopt genuine ethical codes of
conduct.

Ethical codes of conduct: In the aim of creating a group ethical norm,
management can introduce codes of conduct. They can be easy to
understand, and virtues and values can be listed (Hicks, 2009). Codes
may encourage the adoption of an ethical work climate at the very
heart of a business (Vitell et al., 1993) or promote ethical behavior in
the workforce as a whole (Ferrell and Weaver, 1978). Research by
McCabe and Trevino (1996) suggests that employees who have
worked for a business in which a code of honor exists displayed more
ethical behavior than those who had not. Therefore, salespeople
employed by organizations that have implemented ethical codes of
conduct may have an increased awareness of the whole concept of
ethics as a result (Valentine and Barnett, 2002) and may influence a
salesperson’s ethical behavior (Mulki et al., 2009). However, as they
point out very specifically, these codes need to be more than a mere
window-dressing exercise and must be useful in action.

If codes are adopted with the view to engender greater efficiency,
they need to be applied in practice (Allen and Davis, 1993). This
being the case, their very existence will have a positive impact on the
workforce, as employees will see a genuine willingness on the part of
management to put philosophical ethical policy into practice
(Singhapakdi and Vittel, 1991).

However, a willingness to incorporate codes of conduct is not
sufficient on its own to promote ethical conduct in the workforce. A
failure of communication about the existence of codes or their
content is often a problem. Salespeople often do not even know of
the existence of codes in their workplace or do not understand what
they actually mean in practice (Levy and Dubinsky, 1983).

2. External Factors and Material Incentives
Other factors that may influence ethical decision-making are
things like the amount of competition in an industry or the material

*The same conclusion is reached by Schwepker et al (1997), whose study focused
on 152 salespeople throughout 26 different companies involved in the business-to-
business sector. Clarification of requisite conduct had the effect of reducing ethical
conflicts of interest across the board within the company.
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incentives faced by decision makers. Hoffman et al. (1991) argue that
the more competitive the market, the more unethical the business
behavior as a result, whereas Schneider and Johnson (1992) suggest
that the more competitive the market, the more ethical the
transactions because the customers reject the unethical approach.

Incentives appear to play an important role in ethical decision-
making among sales personnel. Some workers may make trade-offs
between ethical decisions and how well they meet their targets (Settle
and Kurland, 1998). A salary-based compensation system might
encourage the salesperson to adopt a long-term perspective with his
customers because he feels less pressure to get immediate sales
(Robertson and Anderson, 1993; Honeycutt et al., 2001).

3. Individual Factors

In addition to institutional factors, an individual’s background is
likely to also influence behavior. It is possible that aspects such as
age, gender, or education affect someone’s moral choices.

Age: On one hand, Dubinsky et al. (1992) concluded that age
does have a positive effect upon sales outcomes but plays only a
small part in individual ethical perception generally. On the other
hand, according to Hunt and Vittel (19806), age does have a significant
positive impact on ethical behavior, which is also the conclusion
reached by Hunt et al. (1993) and Roman and Munuera (2005).

Gender: Ross and Robertson (2003) identify a greater tendency
among the female workforce to act more ethically, although other
researchers suggest that gender does not affect ethical behavior
(Dubinsky et al, 1985), (Ergeneli and Arikan, 2002; Dubinsky et al.,
1985; Heagerty and Sims, 1978).

Eduncation: Education may or may not influence someone’s ethical
decisions. Although Roman and Munera (2005) do not consider
education an important factor, Hoffman et al. (1991) suggest that
sales personnel who have had an “ethical” education are better able
to understand ethical issues that those who have not. Dubinsky and
Ingram (1984) suggest that the type of education received rather than
the level of education attained influences awareness of ethical issues
the most.

III. Data and Analysis
Based on Aristotelian philosophy, Chonko et al. (1996) and Nilles
(2002) set out an eight-stage process for measuring ethical behavior.
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To our knowledge, this is the only existing methodological study of
how to gauge ethical behavior. The process is based on a series of
scenarios. According to Lavarota et al. (2005), a good way to measure
behavior and, in this particular instance, ethical behavior, is through
the use of scenarios. Table 1 describes a scenario that deals with
altruism.

Table 1: Scenario about Altruism

Indicator: Altruism 2 Type of situation

Aim: To empathize with the client | A client comes to see you about a
in the human dimension rather | particular house for sale on your
than seeing him solely as a | books. His budget is small, but he
consumetr. has four children, and life is
difficult for them in their flat. His
budgetary constraints mean that
he is 99% guaranteed not to be
able to buy the house.

Possible responses
You tell him that on his budget he can’t afford to buy the house.
You tell him you can’t help him and suggest another estate agency.
You try your best to fulfill the client’s expectations.

A. Collection of Data

We began by contacting by telephone 177 branches of the
participating nationwide chain of estate agents; 149 branches agreed
to complete and return the questionnaire. In total, 472 questionnaires
were sent out and then followed up by email to get those outstanding
to complete the document online. Eventually 242 questionnaires
were received, and 229 of those were able to be processed. The
sample group was made up of 59.8% men and 40.2% women. The
majority of the participants, 47.2%, were between 20 and 35 years of
age, 35.4% were between the ages of 35 and 50, and 17.5% were
more than 50 years old. The results indicated that 57.6% of the
participants were educated to the tertiary level and that the majority
had been with the company for less than 2 years. Estate agency was
not the first choice of career for 60.3% of the participants, and most
appeared to have previously worked as “sales representatives.”
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B. Analysis

Factor analysis revealed that three main elements influence ethical
behavior. We carried out an Obliminrotation and then were able to
look at the content of the main component factors, which were
courage, altruism, and prudence. The outcome of this analysis is that
our scale for ethical behavior included only three of the five virtues
used by Nilles (2001) in the construction of his measurement scales.
The variance in performance of the sample participants can be
explained by two main factors accounting for 63% of individual
performance, the first one being sales results (41.951%) and the
second professional competence.

1. Correlation Between Organizational Factors, Individnal Factors, and Ethical
Behavior

The correlation outlined requires the application of logistic
regression, or more particularly in this case “logit” analysis. Logistic
regression is a second-generation multivariable predictor that applies
the regression to a binary independent variable. The predictor
variable in question undergoes a log arithmetic transformation, and it
is from this term that “logit” is derived. The aim of logit analysis is to
predict the probability of the occurrence of a particular event.

2. Application of Logit Analysis

The dependent variable: ethical behavior

The independent variables (explanatory or predictive): These
are made up of individual factors such as gender, age, education, and
experience and organizational factors seen in the literature including
the presence or absence of an ethical work climate, formal adoption
of ethical codes, managers, level of market competition, and
incentives. The variables in the equation are explained below (Table
2). It is important to recognize the significance of the results.

The beta coefficients provide a unit of measurement applicable to
all variables in the model. As a result, it is possible to ascertain the
level of influence each variable has upon the presentation of the
dependent variable. They are useful as indicators of the relative
importance of each of the explanatory variables only if the colinearity
is minimal. The value of beta can be assessed only in relation to the
other variables. Therefore, betas are a useful guide to ascertain the
respective importance of each of the explanatory variables. However,
they will not be seen as determining factors when it comes to
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assessing the impact of variables in relation to the phenomena being
studied. The beta coefficients should be added to the Wald test.
These coefficients will be important if Sy, is more than 1.96.

The Exp B reflects the probability of an event occutring when
the variable is increased by one unit. If the value is more than one,
the probability increases accordingly. If it is less than one, the
probability decreases. If it is exactly one, then the probability remains
unchanged.

Table 2: Variables in the Equation

Beta Stan- Wald Degree of Signifi- Exponent- Confidence
dard test freedom cance iation ofthe interval for

error beta beta 95.0%
Less More
Sex .026 .344 .006 1 941 1.026 523 2.013
Age =307 247 1.554 1 213 735 454 1.192
Educa- 1.107 .300 13.649 1 .000 3.025 1.682 5.443
tion
Ethical -974 457 4.544 1 .033 378 154 925
climate
Ethical .097 .365 .071 1 .789 1.102 539 2.253
codes
Managers 743 .354 4.412 1 .036 2.103 1.051  4.209
Compe- .042 288 .021 1 .883 1.043 593 1.835
tition
Incentives -.353 .248 2.024 1 155 702 432 1.143
Constant .588 1.233 227 1 .633 1.801

IV. Presentation of Results

Analysis of the results boils down to looking at the correlation
among organizational factors, individual factors, and the ethical
behavior of a salesperson.

A. Results of Correlations Between Organizational Factors, Individual Factors,
and Ethical Bebavior of the Individual Salesperson
The baseline model can be expressed as follows:

Log (ethical behavior) = constant + 31 gender + B2 age + (3
education + 34 workplace climate + 35 codes + 36 managers + [37

trade competition +(38 incentives.
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B. Results of Logistic Analysis
The new model can be expressed as follows:

Log (ethical behavior) = 0.588 + 0.26 gender — 0.307 age + 1.1072
education — 0.974 workplace climate + 0.097 codes + 0.743 managers
+ 0.042 trade competition — 0.353 incentives.

The conclusion of these results is that certain variables do affect
the model to a greater or lesser degree. To test the hypothesis we put
forward, we need to discuss the Wald test as set out previously in
Table 2. If the Wald test results are 0.05 higher for the variables in
the model, then our hypotheses can be validated. This could not only
mean that some of the hypotheses of the model can be validated but
also permit us to show that others are statistically of no great
significance.

Several of the hypotheses of our model can be validated. Our
research concludes that ethical behavior, e.g., the behavior of an
individual when placed in a particular situation, is rooted in the
education and background of the salesperson. A salesperson who has
had an “ethical” education, namely an education that has enabled him
to distinguish between good and bad, is more likely to display ethical
behavior. The experience of the individual salesperson also affects
ethical awareness. Contrary to the hypothesis originally proposed, it
would appear that experience increases the propensity for a
salesperson to behave in an ethical manner. The existence of an
ethical workplace climate also helps promote ethical conduct. A
salesperson evolving professionally within a business that promotes
an ethical climate or “atmosphere” will usually tend to behave in a
more ethical manner. Lastly, the influence of managers upon the
ethical conduct of a salesperson is equally important. Managers have
considerable influence upon the conduct of a salesperson, being
ranked second in importance only behind educational background.

V. Conclusion

The objective of this research has been to investigate the factors
that may influence ethical decision-making among sales personnel.
Logit analysis of our survey helps us see that certain factors appear to
have more influence than others. In particular, the educational
backgrounds of the salespeople and ethical climate of the workplace
have the most influence. From a managerial point of view, these
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results are strategically important because they illustrate in what areas
management in this sector can concentrate on to influence the
behavior of their workforce and what areas they cannot expect to
influence.
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