
The Impact of Ethical Orientation of 

Human Resource Management on 

Employee Ethical Behavior: An Empirical 

Study of Commercial Banks in Sri Lanka 

 

 

 

by 

Nanayakkara Godakandage Viruli Ajanta de Silva 

 

 

 

 

 

Ph.D.                                                                               2018 



The Impact of Ethical Orientation of Human Resource 

Management on Employee Ethical Behavior: An Empirical 

Study of Commercial Banks in Sri Lanka 

 

 

 

 

by 

Nanayakkara Godakandage Viruli Ajanta de Silva 

 

 

 

 

 

Thesis submitted to the University of Sri Jayewardenepura for 

the award of the Degree of Doctor of Philosophy in Management 

on 18th June 2018 



 

 

 

 







i 
 

 

TABLE OF CONTENTS              Page No. 

 

CHAPTER ONE: INTRODUCTION…………………………………………………...1 

1.0 Chapter Overview ………………………………………………………................1 

1.1 Background of the Study…………………………………………………….......... 3 

1.1.1 Influence of HRM on Employee Ethical Behavior………………… ........ 10 

1.2 Problem Context………………………………………………………… …….....12

 1.2.1 Evidence from the Global Banking Context………………………………16 

 1.2.2 Evidence from the Local Banking Context………………………………..17 

1.3  Literature Gaps Identified…………………………………………………………18 

 1.3.1 Main Research Gap………………………………………………………..19 

 1.3.2 Specific Research Gaps……………………………………………………21 

1.4 The Problem Statement……………………………………………………………29 

1.5 Research Questions………………………………………………………………..30 

1.6 Main Research Objective……………………………………………… …………31 

 1.6.1 Specific Research Objectives……………………………………………...31 

1.7 Problem Justification………………………………………………………………32 

1.8 Significance of the Study………………………………………………................. 35 

 1.8.1 Scholarly Evidence Highlighting Significance of the Study……………....36 

1.9 Scope of the Study…………………………………………………………………38 

1.10 Methodology and Design of the Study………………………………….. ………..40 

1.11 Limitations of the Study…………………………………………………………...42 

1.12 Chapter Overview of the Thesis…………………………………………………...44 

1.13 Summary…………………………………………………………………………...48 

 

 

 

 



ii 
 

CHAPTER TWO: LITERATURE REVIEW…………………………………………..49 

 

2.0 Chapter Overview……………………………………………………….................49 

2.1 Introduction to the Literature Review…………………………………………….. 50 

2.2 Ethics………………………………………………………………………….........51 

 2.2.1 Conceptualization and Working Definition of Ethics……………………...52 

2.3 Human Resource Management (HRM)……………………………………………53 

 2.3.1 Conceptualization and Working definition of HRM……………………….55 

 2.3.2 The Role of HRM in Promoting Ethics in Organizations………………….57 

 2.3.3 An Overview of HRM Relevant to the Present Study…………..................58 

 2.3.4 Ethics-HRM Scholarly Debate………………………………………….....59 

 2.3.5 The HRM System……………………………………………………….....61 

 2.3.6 HRM System: Main Components………………………………………….61 

 2.3.7 HRM Practices and Performance Outcomes………………………………64 

 2.3.8 HRM Practices Relevant to the Present Study…………………………….68 

2.4 Ethical Dimension of HRM………………………………………………………..71 

 2.4.1 First Meaning to the Ethical Dimension of HRM………………………....72 

 2.4.2 Second Meaning to the ethical Dimension of HRM………………………74 

2.5 A New Connotation of Ethical Dimension of HRM: EOHRM…………………....76 

2.5.1 Extending the Existing Knowledge Frontier in HRM- Employee EB ……78 

 

2.6 Ethical Orientation of HRM (EOHRM)…………………………………………...80 

 2.6.1 Conceptualization and Working Definition of EOHRM…………………..81 

2.7 Conceptualization and Working Definition of Employee EB……………………..84 

 2.7.1 Factors Affecting Employee EB …………………………………………..87 

 2.7.2 Common Ethical Theories in HRM and Employee EB…………………....90 

2.8 Conceptualization and Working Definition of Employee EA……………………..95 

2.9 Conceptualization and Working Definition of Employee EC……………………..97 

2.10 Conceptualization and Working Definition of Employee PC……………………..98 

2.11 Intensity of Organizational Code of Ethics (IOCE)……………………………....101 

 2.11.1 Developing a Common Code of Ethics for LCBs in Sri Lanka…………..102  



iii 
 

 2.11.2 Conceptualization and Working Definition of IOCE  ……..….................105 

2.12 Theoretical Background of the Study…………………………………………….107 

2.13 The Conceptual Model…………………………………………………………....111 

 2.13.1 Development of the Conceptual Model…………………………………..112 

2.14 Development of Hypotheses……………………………………………………...114 

2.14.1 Relationship Between EOHRM and Employee EB……………………....116 

2.14.2 Relationship Between EOHRM and Employee EA………………………118 

2.14.3 Relationship Between EOHRM and Employee EC……………………....119 

2.14.4 Relationship Between EOHRM and Employee PC………………………120 

2.14.5 Mediating Influence of Employee EA between EOHRM and EB………..122 

2.14.6 Mediating Influence of Employee EC between EOHRM and EB………..125 

2.14.7 Mediating Influence of Employee PC between EOHRM and EB………..128 

2.14.8 The Joint Impact of Employee EA, EC and PC on Employee EB………..131 

2.14.9 The Relationship Between IOCE and EOHRM………………………......134 

2.15 The Conceptual Model with Hypothesized Relationships………………………..135 

2.16 Theoretical Base: The General Systems Theory (GST) Perspective……………..136 

 2.16.1 Applying General Systems Theory to the Conceptual Model…………....139 

2.17 Summary……………………………………………………………….................142 

 

CHAPTER THREE: METHODOLOGY……………………………………………...143 

 

3.0 Chapter Overview………………………………………………………………...143 

3.1 Main Research Objective Influencing the Study Design…………………………144 

3.2 Research Philosophy……………………………………………………………...144 

 3.2.1 Ontological Assumptions……………………………………………..…..145 

 3.2.2 Epistemological Assumptions………………………………….................147 

3.3       Research Strategy, Research Approach and Research Design…………………...148 

 3.3.1 Research Strategy…………………………………………………………148 

 3.3.2 Research Approach…………………………………………….................149 

 3.3.3 Research Design………………………………………………..................151 



iv 
 

3.4 Operationalization of Variables…………………………………………………..153 

 3.4.1 Operationalization: Ethical Orientation of HRM (EOHRM)…..................155 

 3.4.2 Operationalization: Employee Ethical Behavior (EB)……………………163 

 3.4.3 Operationalization: Employee Ethical Attitude (EA)………….................166 

 3.4.4. Operationalization: Employee Ethical Competence (EC)………………..169 

 3.4.5. Operationalization: Employee Personal Character (PC) ………………...172 

 3.4.6 Operationalization: Intensity of Organizational Code of Ethics ………...176 

3.5 Instrumentation…………………………………………………………………...179 

3.6 Validity and Reliability of the Instruments……………………………................182 

3.7 The Pilot Study…………………………………………………………………...183 

 3.7.1 Pilot Study: Validity and Reliability of the Instruments………………....184 

3.8 Data Analysis of the Study……………………………………………………….187 

 3.8.1 Preparation of Data for the Final Analysis……………………………….189 

3.9 Multivariate Assumptions………………………………………………………...190 

 3.9.1 Normality………………………………………………………………....190 

 3.9.2 Linearity…………………………………………………………………..191 

 3.9.3 Homoscedasticity………………………………………………………....191 

 3.9.4 Multicollinerity…………………………………………………………...192 

3.10 Descriptive Statistics of the Six Variables………………………………………..193 

3.11 Summary……………………………………………………………….................193 

 

CHAPTER FOUR: RESULTS………………………………………………………....194 

 

4.0 Chapter Overview………………………………………………………………...194 

4.1 Introduction to Data Analysis………………………………………………….....195 

4.2 Data Collection and Preparation for Analysis………………………………….....197 

 4.2.1 Data Collection and the Response Rate…………………………………..197 

 4.2.2 Data Preparation for Analysis………………………………………….....199 

4.3 Descriptive Statistics of the Respondents………………………………………...206 



v 
 

 4.3.1 Demographic Profile of the Respondents………………………………...206 

4.4 Descriptive Statistics of the Six Variables……………………………..................209 

 4.4.1 Descriptive Statistics of IOCE……………………………………………210 

 4.4.2 Descriptive Statistics of EOHRM………………………………………...211

 4.4.3 Descriptive Statistics of Employee Ethical Behavior…………………….212  

4.4.4 Descriptive Statistics of Employee Ethical Attitude ……………………..212 

4.4.5 Descriptive Statistics of Employee Ethical Competence………………....213 

 4.4.6 Descriptive Statistics of Employee Personal Character………..................214  

 4.4.7 Gender-wise Comparison of Mean Values of Constructs………………...214 

 4.4.8 Bank ownership-wise comparison of Mean Values of Six Constructs…...216 

4.5 Reliability and Validity of Instruments…………………………………………...217 

 4.5.1 Reliability and Validity of Instruments: Pilot Study……………………...218 

 4.5.2 Reliability and Validity of Instruments - Final Data Analysis …………...219 

 4.5.3 Reliability and Validity of Instruments - Cronbach’s Alpha Coefficient...219 

4.6 Data Transformation…………………………………………………………..….225 

 4.6.1 Transformation of Data: IOCE…………………………………………...227 

 4.6.2 Transformation of Data: EOHRM………………………………………..228 

 4.6.3 Transformation of Data: Employee Ethical Attitude…….…………….....229 

 4.6.4 Transformation of data: Employee Ethical Competence…………………230 

 4.6.5 Transformation of data: Employee Personal Character ……….................231 

 4.6.6 Transformation of data: Employee Ethical Behavior………….................232 

4.7 Assumptions Underlying Statistical Procedures……………………………….....233 

4.7.1 Normality of the Data………………………………………….................233 

 4.7.2 Testing of Linearity……………………………………………................234 

 4.7.3  Testing of Homoscedasticity……………………………………………..236 

 4.7.4 Testing of Multicollinearity……………………………………………....237 

4.8 Common Method Variance……………………………………………................240 

4.9 Refinement of Measurement Instruments………………………………. ……….241 



vi 
 

4.9.1       Measurement Instrument Purification: EFA…………………………....242 

      4.9.1.1    Results of the EFA: IOCE…………………………………………...244 

      4.9.1.2    Results of EFA: Ethical Orientation of HRM (EOHRM)…………...246 

      4.9.1.3    Results of EFA on Employee Ethical Attitude……………………...248 

      4.9.1.4    Results of EFA on Employee Ethical Competence…………………249 

      4.9.1.5    Results of EFA on Employee Personal Character…………………..251 

      4.9.1.6    Results of EFA on Employee Ethical Behavior…………………….252 

 4.9.2    Measurement Instruments Validity and Reliability after EFA................254 

      4.9.2.1    Validity of the Instruments……………………………….................254 

      4.9.2.2    Reliability of the Instruments……………………………..................255 

4.10 Data Analysis and Testing Research Hypotheses………………………………...258 

 4.10.1 Data Analysis…………………………………………………..................258 

 4.10.2 Testing Research Hypotheses………………………………….................259 

4.11 Data Analysis: Section One – using techniques in SPSS…………………………261 

 4.11.1 Testing Hypothesis H1 using SPSS……………………………………….261 

 4.11.2 Testing Hypothesis H2 using SPSS……………………………………….263 

 4.11.3 Testing Hypothesis H3 using SPSS…………………………………….....264 

 4.11.4 Testing Hypothesis H4 using SPSS……………………………………….265 

 4.11.5 Testing Hypothesis H9 using SPSS……………………………………….266 

 4.11.6 Testing Mediating Hypothesis H5, H6 and H7 using SPSS……….............268 

     4.11.6.1.  Testing Hypothesis H5: Mediating Impact of Employee EA………..269 

     4.11.6.2   Testing Hypothesis H6: Mediating Impact of Employee EC..............274 

     4.11.6.3   Testing Hypothesis H7: Mediating Impact of Employee PC..............278 

 4.11.7 Sobel Test Calculation for the Significance of Mediation Effects………...283 

 4.11.8 Testing Hypothesis H8 using SPSS………………………………………..289 

 4.11.9 Testing Hypothesis H8a, H8b and H8c using SPSS………………………...291 

 4.11.10 Summary of Results: Testing Research Hypotheses using SPSS………..293 

4.12 Data Analysis Section Two: Using PLS-SEM in SmartPLS-3…………………...294 

 4.12.1 Stage 1: Specification of the Structural (Inner) Model…………………...297 

 4.12.2 Stage 2: Specification of the Measurement (outer) Model…….................300 



vii 
 

 4.12.3 Stage 3: Evaluation of the Measurement (outer) Model……….................303 

     4.12.3.1   Final Measurement (outer) Model…………………………………..310 

     4.12.3.2   Composite Indicator Measurement Model (CIM model) …………..311 

 4.12.4 Stage Four:  Evaluation of the Structural (inner) Model…………………317 

    4.12.4.1    Quality Criterion of Structural (inner) Model……………………….318 

4.13 Summary: Quality Assessment of Measurement and Structural Model.................335 

4.14 Testing of Research Hypotheses Using PLS-SEM……………………………….339 

 4.14.1 Testing of Direct Hypotheses…………………………………..................342 

 4.14.2 Testing of mediating Hypotheses H5, H6 and H7………………………..351 

 4.14.3 Summary: Testing of Hypotheses Using PLS-SEM……………………...352 

4.15 Summary……………………………………………………………….................353 

 

CHAPTER FIVE: DISCUSSION……………………………………………………...355 

 

5.0 Chapter Overview……………………………………………………………….. 355 

5.1 A ‘Bird’s Eye View’ of the Study……………………………………..................356 

5.2 Discussion: Results of Testing Research Hypotheses……………………………359 

5.2.1 Research Objective One (RO1) and Results of Hypothesis H1…………..360 

5.2.2    Research Objective Two (RO2) and Results of Hypothesis H2………….364 

5.2.3 Research Objective Three (RO3) and Results of Hypothesis H3…… …..366 

5.2.4 Research Objective Four (RO4) and Results of Hypothesis H4………….369 

5.2.5 Research Objectives Five, Six, Seven and Results of  H5, H6 and H7 …...371 

5.2.6 Research Objective Eight (RO8) and Results of Hypothesis H8 ………...375 

 5.2.7 Research Objective Nine (RO9) and Results of Hypothesis H9 …………378 

5.3 Results ‘at-a-glance’: Hypotheses Testing in SPSS and PLS-SEM………................... 379  

 5.4 Summary……………………………………………………………….................384 

 

 

 

 



viii 
 

CHAPTER SIX: CONCLUSION…………………………………………… ………...386 

 

6.0 Chapter Overview………………………………………………………………...386 

6.1 Preamble to the Conclusion………………………………………………………386 

6.2 Highlights of the Study………………………………………………………….  390 

6.3 Originality and Contribution of the Study……………………………..................392         

 6.3.1 Originality and Contribution to the Existing Literature/Academia……... 392 

 6.3.2 Originality and Contribution to Banking Industry in Sri Lanka.................397 

6.4 Managerial Implications……………………………………………….................398 

6.5 Theoretical Implications………………………………………………………….400 

6.6 Research Limitations……………………………………………………………..403 

6.7 Direction for Further Research…………………………………………………..405 

6.8 Summary………………………………………………………………................406 

References 

Appendices 

Progress of Ph.D. Research Work:  

Research Publications and Conference Proceedings  

 

Recommendations for Practical Implications of Research Findings.  

 

 

 

  

 

 

 

 

  

  



ix 
 

List of Tables                                      Page No. 

 

Table 1.1  Societal Accepted Norms against Organizational Counter-norms………    14 

Table 1.2 Summary of Literature Review and Research Gaps Identified…………… 21 

Table 2.1 Scholarly Definitions of Ethics…………………………………………… 52 

Table 2.2 HRM Practices and HR/Organizational Outcome Models………………. .66 

Table 2.3 The Summary of Analysis of the Four Benchmark Codes……………….103 

Table 2.4 Universally Accept Ethical Principles……………………………………104 

Table 3.1 Measurement Instrument of Ethical Orientation of HRM (EOHRM)……160 

Table 3.2 Employee Ethical Behavior: Dimensions, Elements and Indicators……..165 

Table 3.3 Employee Ethical Attitude: Dimensions, Elements and Indicators………168 

Table 3.4 Employee Ethical Competence:  

                        Dimensions, Elements and Indicator…......................................................171 

Table 3.5 Employee Personal Character: Dimensions, Elements and Indicators…...174 

Table 3.6 Intensity of Organizational Code of Ethics Dimensions: Elements and 

Indicators…………………………………………………………………178 

Table 3.7         Six Measurement Instruments: Questions, Response Choice, Coding…….180 

Table 3.8 Demographic Variable, General Information from Q 01 to Q 08…………181 

Table 3.9 Forms of Reliability and Validity Tests: Examining ‘Goodness of Data’..183 

Table 3.10 Pilot Study: Reliability - Cronbach’s Alpha Values of Instruments…...…185 

Table 4.1 Response Rate of the Study……………………………………………....198 

Table 4.2 Coding of Demographic Variable, General Information………………….200 

Table 4.3 Coding of Six Variables in the Conceptual Model………………………..201 



x 
 

Table 4.4 Demographic Profiles of the Respondents………………………………..206 

Table 4.5 Descriptive Statistics of the Six Variables………………………………..209 

Table 4.6 Descriptive Statistics of Intensity of Organizational Code of Ethics……. 210 

Table 4.7 Descriptive Statistics of Ethical Orientation of HRM (EOHRM)………..211 

Table 4.8 Descriptive Statistics of Employee Ethical Behavior…………………….212 

Table 4.9 Descriptive Statistics of Employee Ethical Attitude……………………..212 

Table 4.10 Descriptive Statistics of Employee Ethical Competence………………...213 

Table 4.11 Descriptive Statistics of Employee Personal Character…………………214 

Table 4.12 Gender-wise Comparison of Mean Values of the Six Constructs……….215 

Table 4.13 Bank Ownership-wise Comparison of Mean Values of Constructs……..216 

Table 4.14 Reliability - Intensity of Organizational Code of Ethics………………...220 

Table 4.15       Reliability - Ethical Orientation of HRM (EOHRM) …………………...220 

Table 4.16 Reliability - Employee Ethical Attitude……………………………….....221 

Table 4.17 Reliability - Employee Ethical Competence……………………………..222 

Table 4.18 Reliability - Employee Personal Character……………………………....222 

Table 4.19 Reliability - Employee Ethical Behavior………………………………... 223 

Table 4.20 Reliability - Cronbach’s Alpha Values of the Six Instruments (final)…. .224 

Table 4.21       Structure of Six Measurement Instruments…………………………….. .226 

Table 4.22       Transformation of Values: Intensity of Organizational Code of Ethics.... 227 

Table 4.23       Transformation of Values:  Ethical Orientation of HRM (EOHRM)….....228 

Table 4.24 Transformation of Values: Employee Ethical Attitude………………......229 

Table 4.25 Transformation of Values: Employee Ethical Competence……………...230 

Table 4.26 Transformation of Values: Employee Personal Character…………….....231 



xi 
 

Table 4.27 Transformation of Values: Employee Ethical Behavior…………………232 

Table 4.28 Skewness and Kurtosis Value of the Six Variables……………………...234 

Table 4.29 Results of Multicollinearity of Variables………………………………...238 

Table 4.30 Pearson Correlation Coefficient Matrix of the Six Variables…………....239 

Table 4.31 EFA on Intensity of Organizational Code of Ethics………………….......245 

Table 4.32 EFA on Ethical Orientation of HRM (EOHRM)………………………... 247 

Table 4.33 EFA on Employee Ethical Attitude………………………………………248 

Table 4.34 EFA on Employee Ethical Competence……………………………….....250 

Table 4.35 EFA on Employee Personal Character……………………………….......252 

Table 4.36 EFA on Employee Ethical Behavior……………………………………..253 

Table 4.37 Reliability after EFA - Cronbach’s Alpha values of Six Instruments…... 257 

Table 4.38 Results of Testing H1- Relationship Between EOHRM and EB………....262 

Table 4.39 Results of Testing H2- Relationship Between EOHRM and EA………....263 

Table 4.40 Results of Testing H3- Relationship Between EOHRM and EC………....264 

Table 4.41 Results of Testing H4- Relationship Between EOHRM and PC………....265 

Table 4.42 Results of Testing H9- Relationship Between EOHRM and IOCE……....267 

Table 4.43 Results of Simple Regression - EOHRM and Employee EB…………….271 

Table 4.44 Results of Simple Regression - EOHRM and Employee EA…………….272 

Table 4.45 Results of Multiple Regression- EOHRM, EA and Employee EB………273 

Table 4.46 Results of Simple Regression - EOHRM and Employee EC……………275 

Table 4.47 Results of Multiple Regression- EOHRM, EC and Employee EB……....276 

Table 4.48 Results of Simple Regression - EOHRM and Employee PC…………….279 

Table 4.49 Results of Multiple Regression- EOHRM, Employee PC and EB……....280 



xii 
 

Table 4.50 Summary of Regression of Mediating Models - Testing H5, H6 and H7…282 

Table 4.51 Summary of Sobel Test Results - Hypotheses H5, H6 and H7  …………..289 

Table 4.52 Testing Hypotheses H8 - Results of Multiple Regression Analysis ……..290 

Table 4.53 Summary of Results - Testing Research Hypotheses using SPSS……….293 

Table 4.54 Final Measurement (outer) Model-  

                        Cronbach’s Alpha and Composite Reliability…………………………....306 

Table 4.55  Final Measurement (outer) Model –  

                        Convergent Validity (AVE values) ………………………………………308 

Table 4.56 Final Measurement (outer) Model -  

                        Discriminant Validity (Fornell and Larcker Criterion)……………………309 

Table 4.57 Composite Indicator Measurement Model – CIM model 

                        Constructs, Sub-constructs and Composite Indicators…………………….312 

Table 4.58  Composite Indicator Measurement Model – CIM model 

                        Cronbach’s Alpha, Composite Reliability and AVE value……………….315 

Table 4.59 Composite Indicator Measurement Model - CIM model 

             Discriminant Validity (Fornell and Larcker Criterion) …………………...317 

Table 4.60 R-square and R-square Adjusted Values in Final Structural Model……...322 

Table 4.61 Results of Bootstrapping: Path Coefficient Statistics of Direct Effects…328  

Table 4.62 Total Effects’ Path Coefficients: Summary of Statistical Results……….333 

Table 4.63 Indirect Effects in the Structural (inner) Model…………………………334 

Table 4.64 Specific Indirect Effects in the Structural (inner) Model………………..335 

Table 4.65 Bootstrapping in PLS-SEM -Results on Testing Direct Hypotheses…....343 

Table 4.66 Results Testing Mediation Effects of EA, EC and PC in PLS-SEM…… 351  

Table 4.67     Summary of Results - Testing Research Hypotheses using PLS-SEM…..352 

Table 5.1      Results of Testing Mediation Effects of EA, EC and PC in SPSS………..372 

Table 5.2      Results of Testing Mediation Effects of EA, EC and PC in PLS-SEM……372  



xiii 
 

Table 5.3       Summary of Results - Testing H8 (H8a, H8b and H8c) using SPSS…………376  

Table 5.4       Summary of Results - Testing H8 (H8a, H8b and H8c) using PLS-SEM……377 

Table 5.5           Summary of Results ‘at-a-glance’: Hypotheses Testing (SPSS & PLS-SEM)…..380  

 

 

  

 

 

 

 

  

 

 

 

  

 

 

  

 

  

 

 

 

 

 

  

 



xiv 
 

List of Figures                           Page No. 

 

Figure 2.1 The Conceptual Model……………………………………………………113 

Figure 2.1A The Conceptual Model with Hypothesized Relationships………………...136 

Figure 2.2 Mediating influence of employee EA between EOHRM and EB: H5  ……124   

Figure 2.3 Timeline of Mediating influence of employee EA ……………………… 125 

Figure 2.4 Mediating influence of employee EC between EOHRM and EB: H6  ……127 

Figure 2.5 Timeline of Mediating influence of employee EC ……………………….128 

Figure 2.6 Mediating influence of employee PC between EOHRM and EB: H7 ……130 

Figure 2.7 Timeline of Mediating influence of employee PC ……………………….130 

Figure 2.8 GST Perspective of the ‘EOHRM –EB’ Conceptual Model ……………..141 

Figure 3.1 Dimensions and Elements of EOHRM  ………………………………….158 

Figure 3.2 EOHRM- Five-point Likert Scale showing the level of response ……… 163 

Figure 3.3 Dimensions and Elements of employee Ethical Behavior (EB) …………164 

Figure 3.4 Employee EB- Five-point Likert Scale showing the level of response ….166 

Figure 3.5 Dimensions and Elements of employee Ethical Attitude (EA) ………….167 

Figure 3.6 Employee EA- Five-point Likert Scale showing the level of response ….169 

Figure 3.7 Dimensions and Elements of employee Ethical Competence (EC) ……...170 

Figure 3.8 Employee EC- Five-point Likert Scale showing the level of response ….172 

Figure 3.9 Dimensions and Elements of employee Personal Character (PC) ……….173 

Figure 3.10 Employee PC- Five-point Likert Scale showing the level of response …..175 

Figure 3.11 Dimensions and Elements of IOCE ………………………………………177 



xv 
 

Figure 3.12 IOCE- Five-point Likert Scale showing the level of response …………..179 

Figure 4.1 Outlier Identified: Case No. 347 …………………………………………203 

Figure 4.2 Boxplot of identified Outlier: Case No. 347……………………………...203 

Figure 4.3 Rectification of outlier of Case No. 347 …………………………………204 

Figure 4.4 A Continuum showing the values of IOCE ……………………………...227 

Figure 4.5 A Continuum showing the values of EOHRM …………………………..228 

Figure 4.6 A Continuum showing the values of employee Ethical Attitude ………...229 

Figure 4.7 A Continuum showing the values of employee Ethical Competence …....230 

Figure 4.8 A Continuum showing the values of employee Personal Character …......231 

Figure 4.9 A Continuum showing the values of employee Ethical Behavior………..232 

Figure 4.10 Linearity Relationship between EOHRM and Employee EB ………… ..235 

Figure 4.11 Evidence of homoscedasticity on the link of EOHRM and EB………….237 

Figure 4.12 Direct Relationship Between EOHRM and Employee EB – Path c ……..270 

Figure 4.13 Relationship Between EOHRM and Employee EA – Path a ………….....271 

Figure 4.14 Mediation Model of Employee EA ………………………………………272 

Figure 4.15 Direct Relationship Between EOHRM and Employee EC – Path a ……..275 

Figure 4.16 Mediation Model of Employee EC ………………………………………276 

Figure 4.17 Direct Relationship Between EOHRM and Employee PC ……………….279 

Figure 4.18 Mediation Model of Employee PC ……………………………………….280 

Figure 4.19 A Simple Mediation Model ………………………………………………284 

Figure 4.20 Testing significance of mediation in Hypothesis H5 ……………………..286 

Figure 4.21 Testing significance of mediation in Hypothesis H6 ……………………..287 

Figure 4.22 Testing significance of mediation in Hypothesis H7 ……………………..288 



xvi 
 

Figure 4.23 Initial Structural (Inner) Model …………………………………………..299 

Figure 4.24     Initial Measurement (outer) Model …………………………………….....302 

Figure 4.25 Composite Indicator Measurement Model (CIM) Model ………………...313 

Figure 4.26 CIM Model with item loadings, path coefficients and R2 values…………314 

Figure 4.27 Final Structural (inner) Model with path coefficients and R2 values .…....321 

Figure 4.28 Path Coefficients of direct paths in the Structural (inner) Model ………..321 

Figure 4.29 R-Square values in Final Structural (inner) Model ………………………322 

Figure 4.30 R-Square Adjusted values in Final Structural (inner) Model ……………323 

Figure 4.31 Final Structural (inner) Model – Bootstrapping with PLS-SEM …………327 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xvii 
 

List of Abbreviations 

 

AVE  Average Variance Extracted 

CA  Cronbach’s Alfa 

CBSL  Central Bank of Sri Lanka 

CIM Model Composite Indicator Measurement Model 

CR  Composite Reliability 

CFA  Confirmatory Factor Analysis 

DV  Dependent Variable 

EA  Ethical Attitude 

EB  Ethical Behavior 

EC  Ethical Competence 

EFA  Exploratory Factor Analysis 

EOHRM  Ethical Orientation of Human Resource Management 

et al.  and others 

GST  General Systems Theory 

HR  Human Resource 

HRM   Human Resource Management 

IOCE  Intensity of Organizational Code of Ethics 

IV  Independent Variable 

KMO  Kaiser-Mayer-Olkin 

LCB  Licensed Commercial Banks 

M  Moderator Variable 

OB  Organizational Behavior 

P-value Probability Value 

PC  Personal Character 

PLS  Partial Least Squares 



xviii 
 

PLS-SEM Partial Least Squares-Structural Equation Modeling 

RBT  Role Behavior Theory 

R2  Coefficient of determination 

SCT  Social Cognitive Theory 

SE  Standard Error 

SEE  Standard Error of the estimate 

SEM  Structural Equation Modeling 

SET  Self-Efficacy Theory    

SPSS  Statistical Package for the Social Sciences 

TRA  Theory of Reasoned Action 

VIF  Variance Inflation Factor 

 

 

 

 

 

 

 

 

 

 

 

 

 



xix 
 

ACKNOWLEDGEMENTS 

  

My wholehearted, sincere gratitude is expressed to all those who supported me in my 

successful Ph.D. mission.  First, I wish to thank my principal supervisor, Senior Professor (Dr.) 

H.H.D.N.P. Opatha, for his high-quality insights, guidance and advice generously given to me in 

supervising my Ph.D. project, which would not have been possible without his support.  Sir, I have 

learned much through you, and will forever be deeply grateful to your boundless encouragement, 

inspiration and patience extended to me, over the past four-year challenging, highest academic 

journey.  Next, my heartfelt appreciation is extended to my co-supervisor, Professor Aruna Shantha 

Gamage, for his valuable guidance, continued support and encouragement extended to me during my 

Ph.D. journey. My sincere gratitude to Senior Professor Kennedy D. Gunawardene, Program 

Coordinator, and Professor Y.K. Weerakoon Banda, Research Coordinator of the Ph.D. Management 

Program, at the Faculty of Management Studies & Commerce, University of Sri Jayewardenepura, 

for their guidance and continuous support in all aspects of this program.  Further, I’m thankful to the 

non-academic staff at the Ph.D. Unit, for their excellent coordination and support during this period.  

In addition, during my Ph.D. journey there were various individuals and institutions to those 

I need to give a special, warm appreciation: My deepest gratitude is extended to Dr. Dinesh 

Samarasinghe, Department of Management & Technology, University of Moratuwa and Dr. 

Duminda Kuruppuarachchi, Department of Decision Sciences, University of Sri Jayewardenepura, 

for their valuable support and guidance in the data analysis of my research; The President of 

Association of Professional Bankers – Sri Lanka, and the current General Manager, Bank of Ceylon, 

Mr. Senerath Bandara and the Heads of Human Resource departments, Senior and Middle Level 

Managers of Licensed Commercial Banks operating in Sri Lanka, for giving me an unstinted support 

in the data collection process of my research.  I’m thankful to the Dean and Staff of the Faculty of 

Graduate Studies, University of Sri Jayewardenepura, for their coordination during the PhD program.   

I wish to dedicate this thesis, the most valuable piece of my academic work, to my loving 

family: To my husband Sampath, for his unconditional love, patience and boundless support extended 

throughout my life-journey, and to my precious son and daughter, Isuru and Irushi, for their fondest 

love and heartiest appreciation of my love and caring towards them.  Finally, to my late parents, 

Christie and Surakthi Samerawickrema, to whom I owe very much, for their absolute love, care and 

inculcating the finest values and qualities in me, providing me the best home and premium academic 

environments, challenges and opportunities to experiment, learn and grow at my own pace. 



xx 
 

The Impact of Ethical Orientation of Human Resource Management on 

Employee Ethical Behavior: An Empirical Study of Commercial Banks in 

Sri Lanka 

 

Nanayakkara Godakandage Viruli Ajanta de Silva 

ABSTRACT 

The present study is a novel approach through HRM, Organizational Behavior and Ethics, to 

address the growing unethical behavior of employees in organizations. ‘The role of ethics in 

HRM is crucial, thus HRM functions in organizations should have an ethical orientation’ is 

an extensively debated facet of the ethical dimension of HRM among scholars. The focus of 

ethical orientation of the above common notion is on the social/wellbeing aspect of the 

employee. In contrast, the researcher identified another connotation to the ethical dimension 

of HRM, coined Ethical Orientation of HRM (EOHRM).  It is ‘to direct ethical criteria 

embedded HRM functions as a ‘bundle’ to create, enhance and maintain ethicality within 

employees towards ethical behavior, to make an ethical work force in the organization’. 

EOHRM appears to be a novel concept in HRM literature.   A systematic literature review 

identified ten research gaps: Theoretical, empirical, methodological and contextual. The 

study explored the Problem Statement: “What is Ethical Orientation of Human Resource 

Management (EOHRM), and how does it impact on ethical behavior of employees through 

identified mediating factors in Licensed Commercial Banks operating in Sri Lanka?” An 

integrated conceptual model was developed with six variables, to investigate the impact of 

EOHRM on employee ethical behavior (EB) through three identified mediators: employee 

Ethical Attitude (EA), Ethical Competence (EC) and Personal Character (PC).  The Intensity 

of Organizational Code of Ethics (IOCE) was examined as an antecedent to EOHRM. 
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Twelve hypotheses were developed on deductive approach, to test the relationships and 

effects among the six variables in the Model. The relationship and effects among variables 

were theoretically strengthened by established general theories (General Systems Theory 

etc.), scholarly arguments in text books of prominent authors, and established theories in past 

empirical research. The Conceptual model was tested in domestic Licensed Commercial 

Banks (LCBs) in Sri Lanka, as a quantitative, cross-sectional study, using a study sample of 

500 senior and middle level managers. The 72% usable responses were analyzed using two 

contrasting data analysis techniques/methods: SPSS and PLS-SEM in SmartPLS-3 

(technique triangulation). The 12 hypotheses tested in both methods revealed similar results 

and trends, validating the findings through ‘triangulation’. The study statistically established 

that EOHRM significantly and positively influence employee EB, through employee EA, EC 

and PC. Further, employee EA, EC and PC were significant partial mediators on the 

relationship between EOHRM and employee EB. The IOCE was identified as a significant 

positive antecedent to EOHRM. This study identified employees behave unethically at work: 

(i) when HRM functions of the organizations are not oriented towards enhancing ethicality 

of employees; (ii) when employees have negative attitudes towards ethics; (iii) when 

employees have poor EC, i.e., poor knowledge in organizational, societal and individual 

ethics and poor skills in handling ethical dilemmas at work and (iv) when employees have 

less virtues (good habits) and more vices (bad habits) in their PCs. The study made substantial 

original contributions to the existing body of knowledge in Ethics-HRM literature, presented 

valued theoretical and managerial implications, and directions for further research. 

Keywords: EOHRM, Ethical Attitude, Ethical Competence, Personal Character, Ethical 

Behavior, Code of Ethics, Commercial Banks, Sri Lanka. 
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