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				Prologue

				The idea for this work arose when she was a manager of a foundation, as a result of a deep desire to provide happiness to employees through the generation of highly positive feelings.

				If employees felt valued and respected, they would give, spontaneously and freely, the best of themselves: love and passion for work; that is what organizations need! ... work-places that are considered a second home, where ethics, well-being, cooperation, loyalty, and individual and joint responsibility for organizational results prevail. The success of organizations must be the success of people and vice versa; organizations must be seen as a whole. Happy people are motivated people. People motivated by the right reasons produce ‘miracles’, strong bonds, memories and turn ordinary results into extraordinary results; his-torical! The secret lies in people’s happiness ... in that feeling that has the power to make the world go round and create the energy necessary for the most incredible results to happen. And leaders are primarily responsible for putting the highest values into practice, which will serve as a reference for all those who are close and within their range of acquaintances.

				Loyalty, respect, and appreciation promote high states and standards of work en-gagement. In a positive, ethical organizational environment, people wear their shirts and run the extra mile, not because they are obliged, but because they want to contribute to a greater cause. Organizations where this happens stand out, are highly competitive and more profitable. They have a good image, reputation, among their stakeholders and generate trust.

				Ethics is a luxury available to everyone. Let us not waste the most valuable resourc-es we have, our time and our mind, in search of less human solutions and devoid of vision and feelings.

				Leaders, be visionaries! ... the solution lies in the harmony and happiness of all!

				You can contact me via email leonor.n.reis@gmail.com
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				1. Introduction

				This study intends to contribute to the state of the art of Ethical Leadership and its effects on the ethical climate of an organization/corporation/company and on Work En-gagement. Additionally, it considers the effects of an Ethical Organizational Climate on employee output. In a pragmatic way, this study intends to increase our understanding of, and draw attention to, the role Leadership and ethical climates play in creating competitive advantages in the form of human and organizational capital.

				To introduce the study and the topic, I will start by presenting the study objectives, followed by the methodology used, primary conclusions, and the thesis structure.

					Study relevance

				Taking into consideration the constant presence of ethical scandals and unethical behaviour in certain organizations throughout the world, there has been an important fo-cus placed on the potential consequences of Ethical Leadership on organizations’ ethical climates, as well as how Ethical Leadership and ethical climates can positively impact and influence employee work behaviour, specifically the Work Engagement.

				Research has shown that a primary challenge among organizations is to get employ-ees into a state of Work Engagement, given that this state suggests that employees “endorse the company” and “are willing to go the extra mile” (Schaufeli & Bakker, 2004; Sonnentag, 2003).

				This state is highly ambitious because it is associated with increased competitive-ness, recognized competence, enhanced results and, consequently, higher financial profits for the organization.

				To date, few studies have investigated the connection between Ethical Organiza-tional Climates and Work Engagement, Ethical Leadership and Work Engagement, and Ethical Leadership and Ethical Organizational Climates. Moreover, no studies have investi-gated the connection between these concepts. Nevertheless, organizations have a vested in-terest in understanding how to potentialize Work Engagement, given all the positive effects previously mentioned that lead to higher financial organizational profits.
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					Research Objectives

				This study intends to further our understanding of how to increase the degree of Work Engagement among employees of an organization. The study provides a model for future researchers to follow and use hereafter studies, thus allowing results validation in various contexts and types of organizations.

				With this study, I also intend to obtain a series of answers from assessing the degree of influence that both Ethical Leadership and Ethical Organizational Climate have on Work Engagement. Consequently, the primary research question (which is quantitative, explora-tory, descriptive and correlational in nature) that I intend to answer with this study is: “How does an Ethical Leader foster an Ethical Organizational Climate, and How does this climate promote Work Engagement?”.

				To answer this question and test the hypotheses, I collaborated with the company PT Innovación y Sistemas1, on a national scale. This company was chosen because of PT Portugal group which had been considered one of the most ethical business groups in the world by the Ethisphere institute2 in 2013 (Ethisphere Institute, 2015).

				Thus, it is expected that this study contributes to help organizations that want to distinguish themselves in the market tap into their intrinsic potential, assuming human cap-ital makes a difference, and that valuing human resources is a necessary good. High levels of satisfaction and higher quality of organizational results, in terms of professional per-formance and human capital, are expected from valuing and potentializing strong points within organizations, which, in turn, contribute to clear competitive advantages, and boost business and organizational profits.

					Methodology

				Regarding the study methodology, this study can be considered a quantitative, de-scriptive, and correlational case study. 

					Main findings 

				The findings of this empirical study are: the presence of a significant relation-ship between Ethical Leadership and Ethical Organizational Climate, and between Ethi-

				
					1 PT Innovación y Sistemas was a company that belonged to the PT Portugal group. In January 2016, it was sold to the French group Altice and has changed its name to Altice Labs. The company’s activities consist in developing innovative products and services for telecommunications and information technology.

					2 The Ethisphere Institute® is the world leader in defining and promoting the ethical standards and practices in business that build the character, confidence, and success of organizations in the job market and in business.
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				cal Leadership and Work Engagement; the presence of a significant relationship between Ethical Organizational Climate and the Work Engagement; and a significant relationship between Ethical Organizational Climate and the degrees of Dedication and Vigour in Work Engagement. The analysis revealed a superior effect of Ethical Organizational Climate on the degree of Dedication in Work Engagement, and the absence of a moderation effect of Ethical Organizational Climate on the relationship between Ethical Leadership and Work Engagement.

				This study has also revealed that ethics are appreciated by everyone. Therefore, a company that is considered to have high ethical standards is appreciated not only by its clients. Working in an ethical environment that is led by ethical leaders is a privilege and employees are enticed to show their satisfaction and offer something in return by giving their best.

					Thesis Structure 

				This thesis is divided into 10 chapters, with chapter 1 being this present introduc-tion. In Chapter 2, I present a literature review of the Ethical Leadership, Ethical Organiza-tional Climate and Work Engagement concepts

				Following, in Chapter 3, I state the general and specific research objectives, as well as the six hypotheses that were tested (H1, H2, H3, H4, H5, H6) (chapter 4). In chapter 4, I present the empirical model that will be tested.

				In chapter 5, the research methodology is presented, including an explanation of the research methods and type of study adopted, the variables used in the study (which are presented, classified, categorized and coded), a description of the study sample (number of employees and respective characterization, and type of sample), the instruments used to measure the constructs of Ethical Leadership, Ethical Organizational Climate and Work Engagement (description, citations and psychometric properties), and finally the procedures used for data collection and analysis.

				Chapter 6 is dedicated to data analysis and I begin by characterizing the sample, fol-lowed by the factor analysis, testing for confidence level, and convergent and discriminate validity of scales. I follow this with a descriptive analysis of the constructs. In this chapter, I also present inferential statistics results. I carry out a correlational analysis of the variables presented in the model and present different regression models of these constructs. I analyse the model using structural equations and analyse the proposed moderation effect.

				Finally, the results are presented by referring to the study objectives in order to un-derstand the behaviour of the leader with the largest impact on the Ethical Organizational Climate and on Work Engagement, as well as the results of the objective that proves which Ethical Organizational Climate items are most important for Work Engagement.

				In chapters 7 and 8, I discuss results and conclusions, which include both conclu-sions derived from the literature and from this research, as well as their respective implica-tions and, moreover, the limitations and suggestions for future research. I dedicate the last chapters (chapters 9 and 10) to the bibliography and appendices. 
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				2. Literature Review

				2.1. Ethical Leadership

				It makes sense to examine the subject and dimension of “Ethical Leadership” if we think about alarming statistics on ethical scandals and unethical behaviour in all types of organizations (Brown & Treviño, 2006; Mayer et al., 2010). In 2007, for example, a study carried out by the Ethics Resource Center, in the United States of America, effectively demonstrated that a high degree of bad conduct in the workplace exists. The study found that 56% of employees had observed unethical behaviours, including: lying to internal and external constituents (25%), abusive behaviours (21%), lying on the number of worked hours (17%), abusive use of the internet (16%), violation of safety norms (15%), discrimi-nation (13%), theft (11%), and sexual assault of a colleague (10%). However, this study has also taken into consideration that the amount of wrong behaviour is probably much higher, as a lot of it is omitted for diverse reasons (Ethics Resource Center, 2007).

				Given this evidence, academics have been studying the importance of leadership in controlling organizational environments, cultivating an ethical environment, and reducing unethical behaviour (Brown & Treviño, 2006; Walumbwa et al., 2008). Therefore, research on Ethical Leadership has become more and more valuable to understanding the contribu-tion of leadership in unethical behaviours observed in organizations. 

				2.1.1. Leadership, ethical leadership and leadership styles

				Leadership can be considered “the process of influencing the activities of an organ-ized group toward goal achievement” (Rauch & Behling, 1984, p. 46). Research on leader-ship seeks to discover the traits, abilities and sources of power, or aspects of a situation that lead to successfully achieving a set of goals, while taking into account the leader’s influence on employees, or the efficiency of leadership (Yulk, 1994).

				There are many styles of leadership, however, according to (Abrhiem, 2012), Eth-ical Leadership does not depend on the leader’s leadership style, but rather on the “moral development or the extent to which that leader is motivated by ethical values when influ-
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				encing others” (Abrhiem, 2012, p. 11). And ethics is related to the behaviours, the nature, and the leaders’ virtuosity (Northouse, 2001). 

				According to Aronson (2001), Ethical Leadership is associated with transactional, transformational, and directive styles. In their scope, leadership styles are not considered to be sufficient or determinant of effectiveness or efficiency. Additionally, he considers di-rective styles to range from autocrat (“I am the boss, and this is what we are going to do”) to laissez-faire (“Do what you want to do”).

				Research has shown that transactional leaders put emphasis on control strategies and expect compliance from employees, and that, consequently, can destroy employees’ self-esteem, thus converting them into mere performers comparable to programmed robots. The interpretation of these facts leads to morals lacking ethics (Kanungo & Mendonca, 1996).

				On the other hand, Aronson (2001, p. 247), considers that “transformational leaders consider themselves to be ethical since they concentrate on strategies of empowerment, with the intention of modifying followers’ basic attitudes, beliefs and values through en-deavouring to build their feelings of self-efficacy and self-determination”. 

				Bass (1998) makes a distinction between transactional and transformational styles in the following way: transactional culture is more oriented toward company interests. Em-ployees have little participation in decision-making and are closely observed, coerced, and controlled. Conversely, transformational organizations encourage a commitment to objec-tives, vision, and values, and promote teamwork.

				Regarding transactional style, Bird (1999) is of the opinion that this style is ethi-cally appropriate in certain circumstances and that in their daily management these leaders tend to be instrumental to maintaining objectives and codes of conduct. Nevertheless, trans-formational leadership tends to be characterized by higher moral standards when compared to transactional and directive styles (Abrhiem, 2012; Kuhnhert & Lewis, 1987; Petrick & Quinn, 1997). Hofstede (1980) argues that nothing discredits the fact that directive lead-ership, which is a benevolent autocratic style, can also be considered efficient and ethical.

				Keeping in mind the different opinions about leadership, Aronson (2001, p. 248), highlights that “the diverse leadership styles do differ, however, in the manner in which these ethical values are expressed”. According to Aronson (2001), the degree of moral standards does not determine the leadership style, but rather the degree of ethics that the leader possesses. The style of the Ethical Leader, however, will reflect the ethical perspec-tive adopted by the leaders, based on their values.

				2.1.2. Ethical leadership: concept.

				Brown et al. (2005, p. 120) were the first to study Ethical Leadership as a differ-ent style, and they defined it as the “demonstration of normatively appropriate conduct through personal actions and interpersonal relationships, and the promotion of such conduct to followers through two-way communication, reinforcement, and decision-making”. Their view is supported by the social learning perspective (Brown & Treviño, 2006). The social learning theory states that leaders are models of appropriate behaviour and emphasizes that people learn through rewards and penalties (Bandura, 1977, 1986). This means that ethical 
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				leaders resort to transactional efforts (related to communication, reward, and punishment), and to modelling desired behaviours to stimulate ethical behaviour from their subordinates (Brown et al., 2005; Kalshoven et al., 2010; Treviño et al., 2003).

				Overall, and according to Monahan (2012), all the authors who have defined Ethical Leadership agree that it relates to influencing employees to do the right thing. Below (table 1) there are several definitions, as well as my own proposed definition for this study.

				Table 1

				Definitions of Ethical Leadership 

				
					Definition

				

				
					Authors

				

				
					“Simply a matter that relates to leaders having good character and the right values or being a person of strong character”

				

				
					Freeman & Stewart (2006, p. 2)

				

				
					The primary responsibility of a leader and the essence of Ethical Leadership is to serve employees.

				

				
					Greenleaf (2002)

				

				
					An Ethical Leader is a leader who demonstrates and externalizes characteristics of transformational leader-ship.

				

				
					Frank (2002)

				

				
					A leader who demonstrates intrinsic values in the de-cision-making process. Employees are simply benefi-ciaries of a leader who lives a virtuous life.

				

				
					Cumbo (2009)

				

				
					A way of being and doing the right thing. It has to do with the internal moral compass of a leader. 

				

				
					Darcy (2010)
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				Source: Summary elabourated by the author

				
					
						Definition

					

					
						Authors

					

					
						A person who lives according to principles of conduct that are crucial to them, whereas the leader must as-sume a more universal pattern of moral behaviour

					

					
						Thomas (2001)

					

					
						A leader who continuously questions which codes of conduct are right and which are wrong – by providing an example to employees and other people about the right and wrong of specific actions.

					

					
						Guy (1990)

					

					
						“The demonstration of normatively appropriate con-duct through personal actions and interpersonal re-lationships, and the promotion of such conduct to followers through two-way communication, reinforce-ment, and decision-making.” 

					

					
						Brown et al. 

						(2005, p. 120) 

					

				

				2.1.3. Ethical leadership or characteristics of a leader: studies

				According to Brown & Treviño (2006), for a long time researchers believed that personal characteristics or values, such as integrity, were important to the perception of ef-fective leadership. Research has supported this hypothesis. Moreover, several studies based on opinion surveys have associated the perception of an effective leader with the perception of honesty, integrity and reliability (Hartog et al., 1999; Kirkpatrick & Locke, 1991; Kouz-es & Posner, 1993; Padhmanabhan, 2015; Posner & Schmidt, 1992). Cognitive confidence (caring at work, being professional and trustworthy; McAllister, 1995), in turn, has been associated to effective leadership styles (Dirks & Ferrin, 2002).

				The study of the construct began with a qualitative approach using interviews where-in Treviño and colleagues (Treviño et al., 2003; Treviño et al., 2000) invited executives to characterize and analyse the ethical degree of executives that were familiar to them. The re-spondents noticed that these leaders possessed personal qualities such as caring, reliability, honesty and impartiality, and displayed behaviours that included explicit demonstration of ethical conduct when making fair and principled decisions, communicating the importance of ethics to their employees, rewarding positive ethical behaviour, and punishing unethical behaviour (Brown & Treviño, 2006).

				Based on this work, Treviño et al. (2003, 2000) carried out an exploratory study to understand what the term Ethical Leadership meant to nearby observers3 and executives. . Using semi structured interviews with twenty executives and twenty authorities on ethics and conformity from diverse industries, the researchers asked respondents to think of a 

				
					3 Employees
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				familiar Ethical Leader and answer questions about the characteristics, behaviour, and mo-tivations of the leaders in question.

				These interviews provided evidence of various personal characteristics related to Ethical Leadership. They found that ethical leaders were honest and trustworthy. Further-more, the ethical leaders were considered fair and principled decision-makers who were considerate of people and society in general and were found to behave ethically in their personal and professional lives.

				Jordan et al. (2011) report that ethical leaders consider themselves to be attentive and honest individuals with integrity, who make fair and balanced decisions. Ethical lead-ers are also perceived to be highly explicit when communicating about ethical questions, and back up their message through consistent ethical actions that reinforce ethical conduct among those around them (Brown & Treviño, 2006).

				The researchers characterized these results as the moral aspect of a person who practices Ethical Leadership, which represents observers’ perceptions of a leader’s personal traits, i.e., integrity, motivation, and altruistic motives.

				Furthermore, the study revealed another important aspect of Ethical Leadership, which Brown & Treviño (2006) called the manager’s moral dimension. This aspect of Eth-ical Leadership represents the leader’s proactive efforts to influence ethical and unethical behaviour among employees. Moral managers4 converted ethics into an explicit component of their daily lives as leaders by delivering ethical and values-based messages, by visibly and intentionally setting an example of ethical behaviour, and by using the rewards system (rewards and discipline) to hold their employees accountable for ethical conduct. This ex-plicit behaviour helps Ethical Leaders turn ethics into a message of leadership that attracts employees’ attention, and distinguishes them in an organizational context that is, for the most part, ethically neutral (Treviño et al., 2003, 2000).

				Based on this qualitative study, as well as the existing literature, Brown et al. (2005) used a more formal process to develop and validate construct. They developed an instru-ment with ten items to measure the perception of Ethical Leadership: The Ethical Lead-ership Scale (ELS). They carried out various studies to validate the construct and proved that Ethical Leadership was positively associated with interpersonal fairness and honesty, and that it was influenced by Transformational Leadership (Bass & Avolio, 2000). Ethical Leadership is also positively related to affective trust in the leader, negatively relayed to abusive supervision, and is not related to demographics or the perceived demographic sim-ilarities between the leader and their subordinates. It is important to note that subordinates’ perceptions of Ethical Leadership predict their satisfaction with the leader, their perceived effectiveness of the leader, their willingness to make extra efforts at work and their willing-ness to inform the administrator about existing problems. Results indicated that, concep-tually, transformational leadership is undeniably the closest type of leadership to Ethical Leadership. 

				Table 2 summarizes how different authors describe ethical leaders characteristics, based on the characteristics associated to the leaders in their research. 

				
					4 Ethical Leader. A person who employees report to and who sets an example of ethical behavior to be followed.
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				Table 2

				Characteristics of Ethical Leaders, according to various authors

				
					Characteristics of Ethical Leaders

				

				
					Authors

				

				
					Integrity 

				

				
					Brown and Treviño (2006); Hartog et al. (1999); Jordan et al. (2011); Kirkpatrick and Locke (1991); Kouzes and Posner (1993); Posner and Schmidt (1992)

				

				
					Honesty

				

				
					Brown et al. (2005); Hartog et al. (1999); Jordan et al. (2011); Kirkpatrick and Locke (1991); Kouzes and Posner (1993); Posner and Schmidt (1992); Treviño et al. (2003, 2000)

				

				
					Impartiality 

				

				
					Treviño et al. (2003, 2000)

				

				
					Concern for others or caring 

				

				
					Jordan et al. (2011); Treviño et al. (2003, 2000)

				

				
					Reliability

				

				
					Brown et al. (2005); Hartog et al. (1999); Kirkpatrick and Locke (1991); Kouzes and Posner (1993); Posner and Schmidt (1992); Treviño et al. (2003, 2000)

				

				
					Principled

				

				
					Brown et al. (2005)

				

				
					Fair and just decision makers

				

				
					Brown et al. (2005); Jordan et al. (2011); Treviño et al. (2003, 2000)

				

				
					Communication with employees about ethics and its problems

				

				
					Brown y Treviño (2006); Treviño et al. (2003, 2000)

				

				
					Define clear ethical standards

				

				
					Jordan et al. (2011); Treviño et al. (2003, 2000)

				

				
					Use rewards and punishments

				

				
					Brown and Treviño (2006); Treviño et al. (2003, 2000)
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				Source: Summary elabourated by the author 

				
					Characteristics of Ethical Leaders

				

				
					Authors

				

				
					Practice what they preach

				

				
					Brown and Treviño (2006); Jordan et al. (2011); Treviño et al. (2003, 2000)

				

				
					Are proactive models of ethical con-duct

				

				
					Brown and Treviño (2006); Jordan et al. (2011); Treviño et al. (2003, 2000)

				

				
					Demonstrate altruistic motivations

				

				
					Jordan et al. (2011)

				

				In summary, and keeping table 2 in mind, recent research suggests that ethical lead-ers are moral people, and are characterized as honest, caring, concerned for others, trust-worthy, and principled individuals who make fair and balanced decisions. Ethical leaders frequently talk to their employees about ethics and ethical problem, define ethical standards and use rewards and penalties to ensure that these norms are followed. They are not limited to only speaking about ethics, but also practice what they preach, and are proactive models of ethical conduct. This ethical environment involves employee awareness of ethical ques-tions, a desire to maintain high ethical standards, and a feeling of no pressure to include ethical standards in their work. 

				2.1.4. Background and consequences of Ethical Leadership

				According to Brown et al. (2005), social learning theory provides the basis to ex-plaining the background and results, or consequences of Ethical Leadership (Bandura, 1977, 1986). Social learning theory contributes to understanding certain individual charac-teristics of leaders, as well as situational influences related to employee perceptions of Eth-ical Leadership. Moreover, this theory helps explain why and how ethical leaders influence their employees (Brown & Treviño, 2006).

				Like Brown and Treviño (2006), other authors (Aquino & Reed, 2002; Edmondson, 1999; Judge & Bono, 2000; Kalshoven et al., 2010; Lapsley & Lasky, 2001; Mayer et al., 2009; Mayer et al. 2012; Munir et al., 2013; Treviño, 1990; Tupes & Christal, 1961; Vic-tor & Cullen, 1988; Walumbwa & Schaubroeck, 2009; Walumbwa & Schaubroeck, 2009; Walumbwa et al., 2011) have evaluated and tested hypotheses in order to find antecedents and consequences linked to Ethical Leadership (see Figure 1). However, research is limit-ed, which is why little is known about what precedes Ethical Leadership.

				The antecedents to Ethical Leadership can be divided into two categories: situa-tional or contextual influences and individual influences that are related to an individual’s characteristics. 

				A certain type of behaviour is an example of a situational influence. According to Brown and Treviño (2006), employees are not the only ones who learn from their role mod-
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				els. Leaders can also learn from both observing their role models, and the consequences of their actions. Leaders tend to relate with people who they consider to be examples to follow, and internalize their values and attitudes, and reproduce their behaviour (Bandura, 1986). The existence of a mentor during their professional career is positively associated with Eth-ical Leadership (Brown & Treviño, 2006).

				Another type of situational influence is linked with either the ethical context in the organization (Treviño et al., 1998) or the infrastructure (Tenbrunsel et al., 2003), and most empirical research in this area is centred on what is an ethical climate (Victor & Cullen, 1988) or ethical culture (Treviño, 1990). Both climate and culture refer to characteristics of an organization that promotes attitudes and behaviour toward ethics (Treviño et al., 1998).

				Among the individual influences, several characteristics, including pleasantness, awareness, emotional stability, locus of control and moral identity, were tested to check whether they tended to have a direct influence on Ethical Leadership. Pleasantness, i.e., someone considered altruistic, trustworthy, likeable and cooperative (Tupes & Christal, 1961), had a positive influence on Ethical Leadership (Brown & Treviño, 2006; Judge & Bono, 2000; Kalshoven et al., 2010; Walumbwa & Schaubroeck, 2009; Walumbwa et al., 2011).

				The personal characteristic “awareness”, i.e., the ability to highly rationalize ethi-cal questions (Tupes & Christal, 1961), had a positive influence (Brown & Treviño, 2006; Kalshoven et al., 2010; Walumbwa & Schaubroeck, 2009; Walumbwa et al., 2011).

				A leader’s conscience is most important when sorting the roles or the tasks that need to be carried out. These leaders are confident and responsible and act respectfully. Whereas pleasantness appears to be related more to the importance that a superior or supervisor plac-es on the concepts of fairness and division (Kalshoven et al., 2010). Kalshoven et al. (2010) also proved that emotional stability is positively related to Ethical Leadership.

				The individual characteristic “locus of control”, which is a person’s perceived con-trol of the events in their life, was found to positively influence Ethical Leadership (Brown & Treviño, 2006). Individuals who possess a locus of internal control were found to have greater control over themselves, whereas those that possessed a locus of external control perceived that their destiny or the power that other individuals excerpt over them strongly influences outcomes (Brown & Treviño, 2006).

				In turn, Mayer et al. (2012) proved, through their hypothesis, that the symboliza-tion and internalization of a leader’s moral identity positively influence the perception of Ethical Leadership. Moral identity is considered to be a self-schema organized around a set of moral traits such as honesty, consideration, and showing compassion (Aquino & Reed, 2002; Lapsley & Lasky, 2001). Individuals who score high on the symbolization of their moral identity demonstrate their moral traits through moral actions, whereas internalization of the moral identity involves moral traits that are rooted in the individual’s concept of the self (Aquino & Reed, 2002).

				While studying the consequences of Ethical Leadership, Brown and Treviño (2006) discovered that the subordinates who considered their leaders ethical were more likely to put in extra effort at work, perceived their leader to be more effective, and reported prob-lems to their leaders or supervisors. More recently, Mayer et al. (2009) found that per-ceptions of Ethical Leadership were associated with reduced organizational deviation and 
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				increased citizenship behaviour, such as employee willingness to help with extra tasks. In turn, Munir et al. (2013) also tested and validated the hypothesis that Ethical Leadership has a positive effect on organizational citizenship behaviour.

				Walumbwa et al. (2011) discovered that perceptions of Ethical Leadership were related to the growing importance of “employee voices” through their direct influences on increased psychological wellbeing. This refers a shared belief among work unit members that it is safe for them to take interpersonal risks (Edmondson, 1999).

				Thus, perceptions of Ethical Leadership have been demonstrated to favourably in-fluence significant consequences or results among employees (Brown & Treviño, 2006). As demonstrated in the following paragraphs, my study will highlight the influence of Ethical Leadership, or the positive effect of it, on the Ethical Organizational Climate and the direct effect of Ethical Leadership on Work Engagement. 

				Figure 1

				Background and consequences of Ethical Leadership 2

					

				2.1.4.1.The relationship between Ethical Leadership and Ethical Organizational Climate.

				Leaders of organizations are responsible for establishing the vision, mission, ob-jectives, and values of their organization. Therefore, it is important to highlight the role of leaders in establishing Organizational Climates (Moore & Moore, 2014). An ethical climate can be defined as the “shared perception of what is correct behaviour and how ethical situ-ations should be handled in an organization” (Victor & Cullen, 1987, p. 51).

				According to Elçi et al. (2013), the idea that a leader’s behaviour has effects on the values of an organization is not a new concept. This occurs because people are social beings and are affected by others. Leaders are important role models in promoting favourable eth-ical climates, which is why various researchers have presented models to demonstrate the influence organizational leaders have on organizational cultures and climates.
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				According to Schminke et al. (2005), a leader’s guidance and consequent develop-ment of morale define the organizational culture and the perception of an ethical climate. It can be said that a leader’s guidance or style has a significant influence on how employees perceive their organization’s ethical climate, and how receptive they are to ethical codes (Schwepker & Hartline, 2005).

				Dickson et al. (2001) report that existing theoretical studies describe the importance of ethical leaders in developing ethical climates in organizations. According to Mayer et al. (2010, p. 8), leaders “set the ethical tone for an organization by enacting practices, policies, and procedures that help facilitate the display of ethical behaviour and reduce the likeli-hood of misconduct”. Mayer et al. (2010) consider that, essentially, by modelling adequate behaviour, ethical leaders help create a climate that values doing the right thing. Stringer (2002, p. 12) states that “most studies have shown that the most important determinant of an organization’s climate is the daily behaviour of the leaders in the organization”.

				Thus, we can state that an organization’s ethical culture and climate are highly influ-enced by leaders at the executive level who establish both ethical organizational dominion (Kelly et al., 2004; Treviño et al., 2003, 2000) and strategic dominion (Hambrick & Mason, 1984; Mintzberg, 1973), and influence the opinions of members who work for them in high-er positions or at the top of the organization (Jordan et al., 2011).

				The leadership literature suggests that one of the primary responsibilities of a leader is to create an ethical climate and culture (Daft, 2005; Jaramillo et al., 2006; Sims & Brink-man, 2002). Similarly, Chen et al. (1997) suggest that leaders must live and adhere to the ethical standards that they advocate and instil these ethical behaviours in others. This per-spective assumes that leadership can make a difference in establishing either an ethical or unethical organizational climate (Ponnu & Tennakoon, 2009). More specifically, the leaders of an organization play a fundamental role in creating and maintaining an ethical climate. Moreover, the values and personal ethics of an Ethical Leader are incorporated into the emergent or ethical climate, and shape and maintain it (Grojean et al., 2004).

				The results of these studies demonstrate a clear positive relationship between lead-ership and the ethical climate (Jose & Thibodeaux, 1999; Mayer et al., 2010; Neubert et al., 2009; Schminke et al., 2005). Mendonca (2001, p. 268) states that “leaders are responsible for the organization’s moral climate that, in effect, reflects the moral development of the leader” and Aronson (2001, p. 245) states that “ethical behaviour from the leader appears to be a necessary condition to establish an ethical organization”. Treviño et al. (2000, p. 128) examine the importance of the leader’s reputation in Ethical Leadership, stating that, “ values are the strength that maintains things united and values should be defined from the top of the organization”. Dickson et al. (2001) suggest that the critical determinant of an ethical climate is that the leader behave ethically. Some authors (Sims & Brinkman, 2002; Sims, 2000) refer to Schein (1985) to describe how leaders shape and reinforce an ethical climate in an organization. The leader’s ethical approach affects the ethical climate of an organization (role model, rewards, selection and communication), and leaders have substantial power to create and maintain ethical processes and norms, and create an ethical climate (Schminke et al., 2005).

				According to Mayer et al. (2010), a leader’s actions, or the way they implement policies and procedures and present them to employees, influence how employees perceive 
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				the ethical climate. Leaders are responsible for fomenting ethical climates by encouraging correct practices, policies, and procedures to ensure ethical conduct within their organiza-tions. Ethical leaders act according to ethics or by considering correct practices or attitudes, communicate regularly with their employees about ethics, and reward or punish employees in accordance with ethical principles. Therefore, they make it clear to their employees that acting ethically is an important principle for the organization.

				As previously stated, empirical studies have suggested that ethical work environ-ments are influenced by the leaders of organizations. Thus, Schminke et al. (2005) explored the relationship between a leader’s moral development and the ethical organizational cli-mate. Their results proved that a leader’s moral development is associated with the ethical climate in organizations. They also point out that coherence between a leader’s moral de-velopment and their actions is related to the ethical organizational climate. In turn, Neubert et al. (2009) conclude that Ethical Leadership is positively related to individual perceptions of the ethical climate. According to Mayer et al. (2010), these studies sustain the idea that ethical leaders have a positive effect on the ethical climate.

				In one concrete case, an empirical study carried out by Schminke et al. (2005, p. 147) revealed that “the leader’s moral development and the consistency between the lead-er’s moral development and actions interacted to affect ethical climate”. Aronson (2001, p. 245) states that “ethical behaviour on the part of the leader would appear to be a necessary condition for the establishment of an ethical organization, but this alone is not sufficient. Ethical leadership is required. (…) Leaders must establish the spirit, set the ambience, and determine the boundaries of acceptable behaviour.”

				On the other hand, Shin (2012) states that while many studies have researched the relationships between ethical climates and the various impacts on work, there is not a lot of research on the factors that produce or promote ethical climates. Nevertheless, Ethical Leadership has been identified as a precursor to an ethical climate. Although the authors agree that leaders play a significant role in forming an organization’s ethical climate (Gro-jean et al., 2004; Mulki et al., 2009), there is not much empirical evidence of the associ-ation between the Ethical Leadership of CEOs and ethical climates. However, according to Mayer et al. (2009), recent research has revealed that the positive effects of executive Ethical Leadership have a cascade effect on employees through the Ethical Leadership of their superiors.

				A CEO’s Ethical Leadership can have great collective implications on ethical con-duct among employees, thus generating an ethical climate characterized by both shared and perceived ethical work norms (Dickson et al., 2001).

				Aside from the CEO’s direct impact on ethical conduct among employees, existing research suggests that Ethical Leadership from top management, such as CEOs, also af-fects employee pro-social behaviour by intervening in the Ethical Leadership of supervisors (Mayer et al., 2009). Mayer et al. (2009) have demonstrated that a CEO’s Ethical Leader-ship has a positive impact on the Ethical Leadership of supervisors who, in turn, influence pro-social behaviour among their subordinates. Thus, CEOs not only serve as strong models for employees to follow, but they also contribute to the company’s overall ethical behaviour by reinforcing Ethical Leadership among managers and supervisors, which consequently contributes to the formation of an ethical climate (Shin, 2012).
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