The Impact of Authentic Leadership on Ethical
Behavior

Leland K. Shea

Spring 2016

Law re nce Submitted to Lawrence Technological University College
W_m Te Ch of Management in partial fulfillment of the degree of

Master of Global Leadership and Management

Submitted to Defense Acquisition University in partial

fulfillment of the requirement of the Senior Service
‘ College Fellowship

Defense Acquisition University

UNCLASSIFIED: DISTRIBUTION STATEMENT A. Approved for public release.



Title: The Impact of Authentic Leadership on Ethical Behavior

Author: Leland K. Shea

Organization: Department of Army
Defense Acquisition University (DAU) Senior Service College Fellow
Sterling Heights, Ml

Date of Paper: Spring 2016

IRB Approval: December 18, 2015
OPSEC Approval: On May 26, 2016 by Security Officer Cindi Person, ASA(ALT) SoSE&I

Submission Date to DAU Library: June 7, 2016

UNCLASSIFIED



© COPYRIGHT BY

Leland K. Shea

2016

All Rights Reserved

UNCLASSIFIED



Abstract

The Department of Defense makes improved ethical behavior and decision making an
annual priority within its military, civilian, and contracted workforce. Research indicates that
leadership, particularly authentic leadership, can have a positive impact on improving the ethical
behavior and decision making of employees. This study included a quantitative survey design
with moderating variables to explore the level of authentic leadership practiced and its impact on
ethical behavior in N = 342 employees from the Detroit Arsenal located in Warren, Michigan.

The elements that support the theoretical makeup of authentic leadership as supported in
the literature were examined—transparency, moral/ethical, balanced processing, and self-
awareness—as well as the impact of authentic leadership on ethical behavior across
organizations. Additionally, the relationship between authentic leadership and ethical behavior
was tested for its moderation by gender, pay grade, educational level.

The results indicated that there is not a significant correlation between authentic
leadership and ethical behavior for this population. There were also no significant differences
found in this relationship with regards to organization. Additionally, no moderation effect was
found for any of the variables.

Three recommendations for Detroit Arsenal senior leaders are suggested from this study.
First, make formal authentic leadership training available to subordinate leaders. Second,
modify the approach to formal ethics training. Finally, emphasize ethical behavior routinely in

both formal and informal communications with the workforce.
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IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 1

Chapter 1 Introduction

The U.S. Army has been a principled organization since its inception. Ethics have
functioned as a core competency from the time of the Continental Army in the late 1700’s,
through the War of 1812, and even during the American Civil War. These periods were not
without their indiscretions, and the conflicts of the modern era have again brought ethical issues
to the fore. This holds not only for the Army, but also for the entire Department of Defense
(DoD). Public service involves public trust. President George H. W. Bush signed Executive
Order 12674 on April 12, 1989. This set out 14 basic principles of ethical conduct that
Department of Defense employees are expected to abide by. These include values such as
employees placing laws and ethical principles above private gain, not using public office for
private gain, and not giving preferential treatment to any private organization or individual.
Government employees generally fulfill the public’s trust when they follow these ethical
standards. The Army ensures that commands and installations have ethics counselors to advise
on ethical issues, conduct training, and execute mandatory Financial Disclosure Reports (OGE
278 or OGE 450).

However, despite this level of oversight and structure, there continues to be gross
violations of ethical principles within the Army and its sister services. It is a remarkable
violation of military values when an officer is forced to pay $120,000 in fines for accepting
bribes from contractors to whom he awarded lucrative Defense Department deals. The
Department of the Navy would not expect one of its civilians to ask a defense contractor for
payment so the contractor could be recommended for a contract. The American public does not
knowingly pay taxes so that four senior officials, including two Air Force generals, a Marine

general, and a Navy admiral, can extend their stay in Tokyo to play golf at a cost of $3,000 to the
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IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 2

government. These are but a few examples of ethical violations compiled over the years from
the Encyclopedia of Ethical Failure published annually by the U.S. Department of Defense
Standards of Conduct Office as ethical indiscretions continue to occur.

It is accepted that ethical behavior will continue to be a fundamental expectation of
employees by the military service departments. Given the continued struggles in achieving this
objective, it is important to endure in seeking additional methods for augmentation. It is also
essential to realize that not all breaches of ethical conduct are as transparent as those found in the
DoD Encyclopedia. Frank Kendall, Under Secretary of Defense for Acquisition, Technology,
and Logistics (AT&L) states that “...the form of ethical lapse | have seen too often consists of
more subtle attempts to mislead decision makers in order to obtain a desired result.” (Kendall,
2014, p. 3) He describes this issue as involving both the omission of information and
“marketing.”

Often the focus of proper conduct is squarely on the employee. This is logical given the
responsibility of people for their own actions. However, research has shown that authentic
leadership can also have a dramatic effect on the ethical decision making of employees and the
guilt appraisal (practice by which an individual determines the extent of guilt he experiences for
contemplating or performing a given unethical act) associated with unethical choices (Cianci et

al., 2014).

Purpose of this Study

The Department of Defense makes improved ethical behavior and decision making an
annual priority within its military, civilian, and contracted workforce. However, the mechanism
by which the Department attempts to improve this behavior is often through attorney-developed

mandatory training and policy memos. While these are commonly employed techniques, utilized
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IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 3

independently they suffer from their own efficacy issues. Research indicates that leadership,
particularly authentic leadership, can have a positive impact on improving the ethical behavior
and decision making of employees. The purpose of this study is to measure the level of authentic
leadership practiced by the leadership team at the Detroit Arsenal and determine its impact on

ethical behavior.

Research Questions
This research paper investigates five questions related to authentic leadership, and its
effects on ethical behavior.
Q1. What is ethical climate at the Detroit Arsenal?
Q2. Is there an authentic leadership style prevalent within the leadership team at the
Arsenal?
Q3. What is the relationship between ethical behavior and authentic leadership?
Q4. Are there differences in the practice of authentic leadership and ethical behavior
among the organizations within the TACOM community?
Q5. Does gender, pay grade, education level, or military experience affect the impact of

authentic leadership on ethical behavior?

Research Hypothesis
The three hypotheses tested as part of this research are:
Ho1: Authentic leadership behavior is not a significant predictor of ethical behavior.
Ho2: There are no significant differences in the impacts of authentic leadership on ethical
behavior across organizations.
Hos: Gender, Pay grade, education level, and military experience do not moderate the

impact of authentic leadership on ethical behavior.
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IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 4

Conceptual Model

A conceptual model of the impacts of authentic leadership on ethical behavior was
designed by conducting a thorough review of the literature associated with this topic. Peer-
reviewed journal articles and other relevant references indicated that authentic leadership can
have a positive effect on the ethical behavior of subordinates. However, the literature also shows
that demographic data such as gender, pay, military experience, and education level can modify
the effects of authentic leadership on ethical behavior. Therefore, these modifiers are captured in

the following conceptual model.

Authentic Leadership | > Ethical Behavior

Gender
Pay Grade
Military Experience
Education Level

Figure 1.1. Conceptual Model of the Impacts of Authentic Leadership on Ethical Behavior

Authentic leadership is defined as “a pattern of leader behavior that draws upon and
promotes both positive psychological capacities and a positive ethical climate, to foster greater
self-awareness, an internalized moral perspective, balanced processing of information, and

relational transparency on the part of leaders working with followers, fostering positive self-

UNCLASSIFIED



IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR S)

development” (Walumbwa et al., 2008, p. 94). This will be measured by administering the
Authentic Leadership Questionnaire (ALQ) to the TACOM workforce (Walumbwa et al., 2008).
The ALQ is a 16-item questionnaire that is broken down into four factors: Self-awareness,
relational transparency, internalized moral perspective, and balanced processing.

Ethical behavior is defined as “individual behavior that is subject to or judged according
to generally accepted moral norms of behavior” (Trevino et al., 2006, p.952). This variable will

be measured by employee responses to four ethical vignettes delivered via survey.

Objectives and Outcomes

The primary objective of this study is to determine if authentic leadership promotes
ethical decision making at the Detroit Arsenal. A desired outcome of the primary objective is to
provide the TACOM-LCMC and PEO leadership an increased understanding of the ethical
climate at the Detroit Arsenal, and how leadership behavior impacts employees. This
information can be used to supplement current efforts to ensure ethical behavior within the
community aligns appropriately with the 14 Principles of Ethical Conduct set forth by the United

States Office of Government ethics.

Research Methodology

This study uses a quantitative research methodology. Quantitative data will be collected
by the use of a web-survey, SurveyMonkey, administered to the TACOM-LCMC workforce and
other tenant organizations at the Detroit Arsenal. The survey consists of three sections; the
Informed Consent, Demographics, and Quantitative Data that measures the level of authentic
leadership and ethical decision making. The analysis will determine if the presence of authentic
leadership is correlated with ethical decision making. Additionally, it will determine what

effects modifiers such as gender, pay grade, military experience, and education level have on the

UNCLASSIFIED
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impacts of authentic leadership on ethical decision making. In support of this examination,
Cronbach’s Alpha, Analysis of Variance (ANOVA), Linear and Hierarchical Regression will be
used.

The organizations participating in this survey include the TACOM-LCMC Command
Group and Staff, Army Contracting Command-Warren (ACC-W), Integrated Logistics Support
Center (ILSC), Tank Automotive Research, Development, and Engineering Center (TARDEC),
Program Executive Office (PEO) Ground Combat Systems (GCS), PEO Combat Support &
Combat Service Support (CS&CSS), System of Systems Engineering and Integration Directorate
(SoSE&I). The survey will also include an organizational category labeled “other” for

employees who do not belong to one of these listed organizations.

Significance of this Research

The Department of Defense views itself as an honorable organization that expects ethical
conduct by its members. This is demonstrated by the establishment of a Standards of Conduct
Office and appointment of a DoD Designated Agency Ethics Official (DAEQ). It also wrote
DoD Directive 5500.7, Standards of Conduct to act as the guide for ethical programs within its
departments. However, poor ethical conduct continues to plague segments of the organization
despite rules, regulations, training, and oversight. Research within the civilian population
indicates that leadership behavior, particularly authentic leadership, can increase the ethical
decision making of employees. This research aims to contribute to this body of work by
submitting a study of the impacts of authentic leadership on the ethnical decision making of

federal employees from the Department of Defense.
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The outcomes of this research will be available to Army Acquisition leaders to provide
additional leadership training that can potentially increase the level of ethical decision making by

its employees.

Limitations of the Study

This research study was conducted with government employees of the TACOM-LCMC
at the Detroit Arsenal and other Detroit Arsenal tenant organizations. The results may not be
relevant outside of this community. The survey used to collect the data relies on employee self-
assessment. There is always a possibility of social bias, however measuring ethical decision
making of employees through vignettes helps reduce any biases in the responses.

The study of authentic leadership is still a relatively recent subject of inquiry. This study
uses the authentic leadership questionnaire (ALQ) developed by Walumbwa et al. to measure the
level of authentic leadership present at the Detroit Arsenal. This measure has shown validity in
operationally defining authentic leadership, and has proven to be neutral across cultures.
However, it alone may not include all relevant or important constructs in defining authentic
leadership. This could have an effect on defining the importance of a particular leadership style

on ethical behavior.
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Chapter 2 Literature Review

Introduction

This chapter will survey academic journals and other studies that examine authentic
leadership and its promotion of ethical behavior by employees within organizations. This review
will also explore ethical theory, its application in the Department of Defense, and methods to
measure ethical decision making. It will also investigate the theory behind authentic leadership
and the validated theory-based measure known as the authentic leadership questionnaire (ALQ).
Finally, it will assess areas such as gender, pay level, military experience, and education level

that have shown to have a moderating effect on ethical behavior.

Purpose of this Study

The Department of Defense makes improved ethical behavior and decision making an
annual priority within its military, civilian, and contracted workforce. However, the mechanism
by which the Department attempts to improve this behavior is often through attorney-developed
mandatory training and policy memos. While these are commonly employed techniques, utilized
independently they suffer from their own efficacy issues. Research indicates that leadership,
particularly authentic leadership, can have a positive impact on improving the ethical behavior
and decision making of employees. The purpose of this study is to measure the current ethical
climate of the Detroit Arsenal to determine the level of authentic leadership practiced, and its

impact on ethical behavior.

Research Questions
This research paper investigates five questions related to authentic leadership, and its
effects on ethical behavior. The first question seeks to understand the ethical climate at the

Detroit Arsenal. The second question asks, is there an authentic leadership style prevalent within
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the leadership team at the Arsenal. The third question seeks to understand the relationship
between ethical behavior and authentic leadership. The fourth question explores whether there
are differences in the practice of authentic leadership and ethical behavior among the
organizations within the TACOM community. The fifth question seeks to understand if gender,
pay grade, education level, or military experience affects the impacts of authentic leadership on

ethical behavior.

Research Hypotheses
The three hypotheses tested as part of this research are:
Ho1: Authentic leadership behavior is not a significant predictor of ethical behavior.
Ho2: There are no significant differences in the impacts of authentic leadership on ethical
behavior across organizations.
Hos: Gender, Pay grade, education level, and military experience do not moderate the

impact of authentic leadership on ethical behavior.

Ethical Behavior

For the purposes of this study ethical behavior is nominally defined as “individual
behavior that is subject to or judged according to generally accepted moral norms of behavior”
(Trevino et al., 2006, p.952). However, the study of ethical (sometimes referred to as “moral’)
behavior extends back to antiquity and has taken on many different connotations and begat
intense scrutiny. Most students discover through secondary history courses that the Greek
philosophers are often associated with subjects involving intellectual rigor. Ethical behavior
does not deviate from this paradigm and finds its written study rooted in the works of Socrates,
Aristotle, and Plato. Socrates endorsed the “critical examination of common moral beliefs in

order to identify the puzzles and difficulties they raise” (Irwin, 2007, p.2). Plato and Aristotle
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were quick to follow him in attempting to find the basic principles of morality, resolve

complexities, and preserve common beliefs. The history of moral philosophy as the precursor to
identifying ethical behavior today continued throughout time with notable historical figures such
as Epicurus, Aquinas, Ockham, and Machiavelli providing their unique viewpoints (Irwin, 2007).

There have been many centuries between ancient times and today. However, when
looking at ethical behavior through the lens of a workplace it can be argued that the 1980’s
began the modern period of intense focus on ethical behavior. Common business publications
(i.e. Fortune, Newsweek, Time and Wall Street Journal) decried the ethical business climate
during this decade as gluttonous, self-interested, and focused on personal wealth and fame (Stead
et al., 1990). Respondents of a 1988 Touche Ross survey of business executives buttressed the
attitude expressed by the writers of the business periodicals. Ninety-four percent of the 1,082
respondents (this included executives, directors, and business school deans) said that the entire
business community was distressed by ethical problems (Touche Ross, 1988).

In order to understand ethical behavior, it is important to identify what makes up the
behavior in organizations. Many researchers will point to human behavior as involving both
individual and situational factors that influence the behavioral choices of citizens. From a
personality and background perspective there are three measures that have been found to
influence ethical behavior: ego strength, machiavellianism, and locus of control (Trevino, 1986).

Ego strength is defined as an individual’s ability to engage in self-directed activity and to

manage tense situations. Machiavellianism is a measure of deceitfulness and duplicity.

Locus of control is a measure of whether or not a person believes that his or her outcomes

in life are determined by his/her own actions (internal) or by luck, fate or powerful other

and institutions. (Stead et al., 1990)
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Stead et al. (1990) produced a model utilizing a variety of studies that made the argument
that ethical behavior involves more than just the previously quoted individual personality and
socialization factors. It also includes an individual’s ethical philosophies and decision
ideologies, ethical decision history, organizational factors, and external factors.

Ethical philosophies include utilitarianism, individual rights, and justice. Utilitarianism
involves a belief that ethics should consider the greatest good for the greatest number. An
individual rights philosophy means ensuring an individual has the right to information, is free to
consent, and is given due process. Finally, justice stresses social fairness and an opportunity for

an individual to pursue happiness.

ETHICAL PAST
. PHILOSOPHY REINFORCEMENT
Utilitarianism OF ETHICAL ————
Rights — DECISIONS
Justice
1 ]
ETHICAL ETHICAL
INDIVIDUAL FACTORS - DECISION I—» DECISION
Personality IDEOLOGY HISTORY
Ego Strength Situationist
Machiavel lianism Subjectivist
Locus of Control Ll Absolutist ETHICAL
,gaciﬁizla!ian Exceptionist il | ¢mmp | BEHAVIOR IN
Re? ‘9 € ORGANIZATIONS
eligion
Age EXTERNAL ORGANIZATIONAL
‘Work Experience EORCES FACTORS
i on conomic ;
Significant Others Conditions ﬁ@;agm}i:l
Scare Resources 1iosophy .
Competition Managerial Behavior
Multinle = | Reinforcement System
Stake}rl,oldﬂs Characteristics of the
Political & Social Job
Institutions

Figure 2.1. Model of ethical behavior (Stead et al., 1990, p.237)

Decision ideologies includes situationalists, subjectivists, absolutists, and exceptionists.

They are all based upon the interplay of two dimensions known as idealism and relativism.
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Idealism is the degree to which *“an individual believes that ethical behavior always results in
good outcomes” (Stead et al., 1990, p.235). Relativism is “the degree to which an individual
believes that moral rules are situational” (Stead et al., 1990, p.235). Individuals who are
situationalists are high in both idealism and relativism. Individuals who are subjectivists are low
in idealism and high in relativism. Individuals who are absolutists are low in relativism and high
in idealism. Individuals who are exceptionists are low in both idealism and relativism (Stead et
al., 1990).

Ethical decision history is related to past decisions made by an individual. The authors
identify from social learning theorists that these decisions become reinforced and can be
persistent. Organizational factors are fairly straightforward in that they include such things as
managerial philosophy, managerial behavior, the type of job, and how the organization provides
reinforcement to employees. External forces likewise include economic conditions, resources,
competition, stakeholders, and political and social institutions (Stead et al., 1990). In short, the
authors seek to show that ethical behavior is not something that is easily attributed to a single
individual characteristic, life history, or external influence. It is a combination of factors that
lead to either ethical or unethical decision making.

Trevino et al. (2006) took a similar comprehensive approach to W. Edward Stead and his
colleagues. She and her contemporaries sought to understand and expand upon the research
from the previous two decades in “unethical behaviors, such as lying, cheating, and stealing,”
ethical behavior defined as “those acts that reach some minimal moral standard and are therefore
not unethical, such as honesty or obeying the law,” and ethical behavior defined as “behaviors

that exceed moral minimums such as charitable giving and whistle-blowing.”. Trevino and her
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colleagues categorize the aspects of ethical behavior into three main areas: individual,
contextual-organizational, and contextual-issue related.

Two of the most highly researched areas of ethical behavior on the individual-level are
the concepts of moral awareness and moral judgment. The notion of moral awareness specifies
“identifying a moral issue involves an interpretive process wherein the individual recognizes that
a moral problem exists in a situation, or that a moral standard or principle is relevant to the
circumstances (Trevino et al., 2006, p.953).” In short, it is the cognitive ability of the individual
to comprehend when a situation presents an ethical issue. This type of research typically
requires subjects to identify an ethical encroachment or deviation from the norm. Moral
judgment naturally follows awareness and involves a person making reasoned decisions in the

context of an ethical situation.

h 4

Individual
. Cognitive, such as —.
Moral awareness
Moral Judgment
Moral Disengagement
Other cognitive biases Awareness Aspects of ethical behavior
Affective
Identity Based

b ¥ h 4 h

Judgment

Motivation/intention

Individual
Cognitive, such as Ethical/unethical behavior
Moral awareness
Moral Judgment
Moral Disengagement
Other cognitive biases
Affective

. ’ Identity Based

Figure 2.2. Categories of influences on behavioral ethics outcomes (Trevino et al., 2006, p.953)
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Moral judgment’s most noticeable concept comes from Kohlberg’s (1969) cognitive
moral development theory. Kohlberg reported that ethical reasoning becomes more refined over
time. He postulated six stages or moral judgment in his theory that encompassed three broad
categories. In the first stage (preconventional), individuals are concerned about obedience to
authority and fear of punishment. As they move to the second stage (conventional) individuals
rely more on the expectations of significant others or rules or laws. At the third stage
(principled), individuals are able to determine the right course by observing universally held
principles of justice and the rights of others. James R. Rest, a student of Kohlberg’s, reported
that fewer than 20% of American adults reach the principled level (Rest et al., 1999). Trevino et
al. (2006) argue that the theory of moral judgment as outlined by Kohlberg has the potential for
far reaching consequences. They state “if most adults’ thinking about right and wrong is highly
susceptible to external influence, then the management of such conduct through attention to
norms, peer behavior, leadership, reward systems, climate, culture, and so on becomes
important.” (p. 955)

The model developed by Trevino and her colleagues also addresses contextual issues
related to the organization. How an organization discusses ethical behavior is important, the type
of culture it has, and how its leaders present themselves to an organization. Additionally, issues
such as whether a situation is work-related or not and how drastic the consequences may be for a
decision factor into the presence of ethical or unethical behavior.

Ethical behavior has become an important topic for leaders in nearly every arena of
business and government today. Over fifty years of research has shown that there are a myriad
of influences on behavior and its ethical outcomes. It would be incredibly difficult to ascertain

whether or not appropriate behavior and quality decision making is less prevalent now than in
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earlier periods of human history. What is less open for interpretation is the reality that ethical

missteps are rapidly reported in a modern era in which information travels at the speed of light.

Ethical Behavior in DoD

President George H. W. Bush signed Executive Order 12674, “Principles of Ethical
Conduct for Government Officers and Employees”, on April 12, 1989. This document lays out
14 principles of ethical conduct “to ensure that every citizen can have complete confidence in the
integrity of the Federal Government”.

The encouragement of ethical behavior within the Department of Defense is led by the
codification of a formal ethics program in accordance with Executive Order 12674. Department
of Defense Directive 5500.07, dated November 29, 2007 states that DoD Agencies shall
administer and maintain a comprehensive Agency ethics program and ensure compliance with
appropriate United States Code. It also states that all DoD personnel will perform their official
duties lawfully and comply with the highest ethical standards. Finally, it stipulates that ethics
training be conducted as required within the various DoD commands or organizations.

On February 12, 2016, Secretary of Defense Ash Carter sent a memorandum throughout
the Department of Defense entitled Leader-led, Values-Based Ethics Engagement. In this
memorandum he implored leaders at all levels of the organization to engage in formal and
informal discussions with subordinates about values-based decision-making. He also calls
attention to ethical principles set forth in Chapter 12 of Joint Ethics Regulation 5500.07-R. The
point of his message is clear: Leaders make a difference with regards to ethical conduct by
employees in organizations.

The United States Army has formalized its ethics program through Army Doctrine

Reference Publication (ADRP) 1 The Army Profession. The service updated this publication to
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include Chapter 2, “The Army Ethic.” This chapter identifies the importance of the Army ethic,
its origins, and the shared identity of its soldiers and civilians. It also provides detailed

guidelines for both the expectations of Army professionals and the Army profession.

The Army Ethic
The Heart of the Army

The Army Ethic includes the moral principkes thal guide our decisions and actions as
we fullill our purpose: to support and defend the Constitution and our way of Efe.
Living the Army Ethic i the basis for our mutual trust with each other and the
Amancan people. Today our ethic is axpressed in laws, values, and shared bebals
within Amerncan and Armmy cultures. The Army Ethic motivales owr commitmant as
Soldiers and Army Civilians who are bound togather to accomplish the Armmy mission
as expressed in our histonc and prophedic motto: This We'll Defend.

Living the Army Ethic inspires our shared identity as trusted Army professionals with
distinctive robes as honorable servants, Army axperts, and stewards of the profession.
To honor these obligations we adopt, live by, and uphold the maoral principles of the
Army Ethic. Beginning with owr solemn cath of service as defenders of the Mation, we
voluntarily incur the extraordinary moral obligation to be trusted Army professionals.

Trusted Army Professionals are

We serve honorably—according 1o the Army Ethic—under civilian authority while
obaying the laws of the Mation and all legal orders; further, we reject and report
ilegal, unethical, or immoral orders or achons.

'Wa take pride in honorably serving tha Mation with integrity, demonstrating character
in all aspacts of our lives.

In war and peace, we recognize the intrinsic dignity and worth of all people, treating
tham with respact.

Wa lead by exampla and demonstrale courage by doing what is right daspite risk,
uncertainty, and fear; we candidly eopress our professional judgment 1o
subordinales, peers, BMW

Wa do our duty, leading and following with discipline, striving for excellence, pulting
the needs of cthars above our own, and accomplishing the mission as a team.

Wa accomplish the mission and understand it may demand courageously risking our
lives and justly taking the lives of others.

‘Wa continsously adwance the axpertise of our chosen profession through life-long
l@arning, mhnw dmmm and our certifications.

We embrace and uphold the Army Values and siandards of the profession, always
accountable to each other and the American paople for our decisions and actions.
Wa wisely usa the resources entrusied bo us, ensuring our Army is well led and well
prapared, while caring for Scidiers, Army Civilians, and Families.

Wa continuously strengthen the essantial characteristics of the Ammy Profession,
rainforcing our bond of trust with each othar and the Amearican people.

Figure 2.3. The Army Ethic, (ADRP 1, The Army Profession)
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Measuring Ethical Behavior

Researchers have sought the appropriate way to measure ethical behavior and its roots
(moral development) for many years. This objective is often pursued from multiple perspectives
and generally with a goal to satisfy specific inquiries. A few of these instruments and techniques
will be presented.

Lawrence Kohlberg and his colleagues attempted to understand the moral development of
individuals from childhood to adulthood through a multi-situational interview process. The
concept was to assess the highest stage of moral reasoning (Kohlberg developed a six stage
model) shown by an individual by periodically assessing subjects throughout their lifespan. The
instrument used by Kohlberg was called the Moral Judgment Interview (MJI). The MFI was
refined through three editions and produced the Standard Issue Scoring method and an associated
manual (EIm & Webber, 1994). According to EIm & Webber (1994) Kohlberg’s stage theory
can be used for ethics research in two ways. First, it can be utilized to evaluate the level of moral
development of employees over time. Another application for the measurement is the
identification of moral principles being employed in a given situation. The authors cite research
that suggests that moral reasoning is related to moral behavior. However, it is not the only
element in the process (EIm & Webber, 1994, p. 343).

James Rest developed the original Defining Issues Test (DIT) to assess the transition of
moral development from adolescence to adulthood (Rest, 1979). The DIT uses a Likert-like
scale to give quantitative ratings and rankings to matters involving five different moral
dilemmas. Respondents rate 12 issues in terms of their importance to the related dilemma and
then rank the four top significant issues. The DIT was updated in 1999 for brevity, clarity, and

for increased validity (Rest, 1999).
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The Ethics Position Questionnaire (EPQ) assesses the degree of idealism and rejection of
universal moral rules in favor of relativism. It was developed to measure the extent to which
individuals adopt one of the four ethical ideologies (situationism, absolutism, subjectivism, and
exceptionism). It contains 20 attitude statements in which respondents are asked to indicate their
degree of agreement or disagreement with each item. The goal of this measurement is to
understand an individual’s ideology in order to make determinations about moral judgments
within certain situations (Forsyth, 1980).

Vignettes or scenarios are a frequently used method of collecting data with regards to
ethical decision making. Care must be taken when designing these instruments to ensure they
are easy to digest and are of appropriate length. Sims (1999) proposed that ideal dilemmas are
“realistic in content and potential decisions easy to administer and score, and prove accurate and
valid information beyond the obvious.” He improved upon previous attempts to deliver
scenarios in which only one ethical and one unethical choice were provided as answers. Sims
also advocated for a guarantee of anonymity for successful results given the sensitive nature of

organizational information.

Authentic Leadership
The concept of authentic leadership found its literary genesis in 2003. The book Positive

Organizational Scholarship contained a chapter entitled Authentic Leadership Development

written by Fred Luthans and Bruce Avolio (Cameron et al., 2003). This brought together
Avolio’s interest in fullrange leadership with Luthan’s effort on positive organizational behavior.
They espoused that authentic leaders “are transparent about their intentions and strive to
maintain a seamless link between espoused values, behaviors, and actions.” It was noted that

the defining of authentic leadership from a scholarly perspective relied heavily on the field of
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philosophy and psychology. However, its further development can almost certainly be attributed
to the critiques of transformational leadership (Michie & Gooty, 2005). The authors define a key
distinction of authenticity: self-transcending behaviors. These are those behaviors that are right
and fair for all stakeholders and that may involve the willing sacrifice of self-interests for the
collective good. They argue that “when leaders are committed to self-transcendent values and
act on them without emotional conflict, their actions will be more consistent and authentic.”

Authentic leadership has been shown in some studies to have an effect on follower’s
ethnical behavior and/or processing. Hannah, Avolio, & Walumbwa (2011) reasoned that
modern organizations are morally-complex environments and thus require followers to possess
moral courage in order to promote ethical action while abstaining from unethical actions. Their
four-month study demonstrated that authentic leadership was positively related to followers’
displays of moral courage, and through that tool, their ethical behavior.

A.M. Cianci et al. (2014) studied the effects of authentic leadership on followers’ ethical
decision-making specifically in the face of temptation. They expected that followers of more (as
opposed to less) authentic leaders would make more ethical decisions. They proposed that high
authentic leadership strengthens followers to withstand temptation, making them less likely to
disengage from guilt and be more inclined to make an ethical decision. They found a significant
and directionally reliable collaboration between temptation and authentic leadership in

calculating the ethical decision.

Measuring Authentic Leadership (ALQ)
Authentic leadership is rooted in the simplistic notion of being true to oneself. However,
as pointed out by Wulumbwa et al (2008), there were many researchers studying leadership who

felt there was much more to this theory than a simple definition. Wulumbwa and his colleagues
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proposed a higher order, multidimensional construct of authentic leadership after careful study
and research. From this research they sought to validate a tool for measuring these behaviors.
They were successful in creating a validated instrument for measuring authentic leadership
known as the Authentic Leadership Questionnaire (ALQ). The ALQ consists of 16-items
measuring four factors of authentic leadership: transparency, moral/ethical, balanced processing,
and self awareness. Wulumbwa et al (2008) define these factors based on their work and that of
others:

o Self-Awareness-Demonstrating an understanding of how one derives and makes
meaning of the world and how that meaning making process impacts the way one
views himself or herself over time.

e Relational Transparency-Refers to presenting one’s authentic self (as opposed to a
fake or distorted self) to others.

e Balanced Processing-Refers to leaders who show that they objectively analyze all
relevant data before coming to a decision.

e Internalized Moral Perspective-Refers to an internalized and integrated form of
self-regulation. This is guided by internal moral standards and values versus

group, organizational, and societal pressures.

Moderators of Authentic Leadership on Ethical Behavior

There are variables that potentially affect the strength of the relationship between
authentic leadership and ethical behavior. Gender, pay grade (related to position/experience in
some industries), military experience, and education level will be considered for a weakening

effect between the dependent and independent variables.
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Gender has been shown via research to have an effect on ethical behavior. However,
there are studies that have produced results exhibiting that gender plays no role in the differences
observed between individuals. Weeks et al. (1999) conducted a study in which females were
shown to have a stricter ethical stance than their male counterparts. Business professionals were
measured on 19 variables and females took a stronger ethical stance in seven of them. This was
shown to be statistically significant. In contrast, Radtke (2000) conducted a study on gender’s
effect on ethical behavior and found that the results refute the suggestion that women are more
ethical and will therefore enhance the ethical decision making of an organization.

Pay grade within the Detroit Arsenal workforce is typically equated to both years of
experience and career progression. Due to the strict nature of the pay system it is not possible to
extend senior pay to a new employee without experience. Some literature suggests that those
employees who are in later career stages possess higher ethical judgments. Weeks et al. (1999)
conducted a study that showed those in later career stages displayed higher ethical decision
making when confronted with a variety of challenging scenarios.

There exists a gap in the literature related to military experience and its effect on ethical
behavior. However, given the mixed population of both Department of Defense civil service
employees and military personnel, both segments will be examined. The military is replete with
ethical training. Specific examples of both ethical and unethical behavior are emphasized by
leaders to followers through various mediums on a regular basis. It seems likely that this
exposure in a population could have an effect on the relationship between authentic leadership
and ethical behavior.

Education level has also been shown to have an effect on ethical behavior. Deshpande

(1997) conducted a study which contained a hypothesis that the level of education of the
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respondents would affect their perception of various unethical business practices. He found that
those with a graduate degree were much more likely to view ambiguous business situations as
unethical. Browning and Zabriskie (1983) found that respondents with less education viewed
taking gifts and favors to be less unethical than those with more education. Rest & Thoma
(1985) found that spending time in college added meaningfully to the likelihood of moral
judgment in young adulthood, greater than that shown by initial high school scores on the same
moral-judgment measures. According to their study, the findings complemented and extended
results from other cross-sectional and longitudinal studies on the relation of formal education to

moral judgment.
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Chapter 3 Research Methodology

Introduction

The chapter includes an overview of the purpose of the research, the research design, the
research questions and research hypotheses, the research variables, the population and sample,
pilot study, and the data analysis methodology.

The Department of Defense makes improved ethical behavior and decision making an
annual priority within its military, civilian, and contracted workforce. However, the mechanism
by which the Department attempts to improve this behavior is often through attorney-developed
mandatory training and policy memos. While these are commonly employed techniques, utilized
independently they suffer from their own efficacy issues. Research indicates that leadership,
particularly authentic leadership, can have a positive impact on improving the ethical behavior
and decision making of employees. The purpose of this study is to measure the current ethical
climate of the Detroit Arsenal to determine the level of authentic leadership practiced, and its

impact on ethical behavior.

Research Design

The research methodology for this study utilized a quantitative approach employing an
on-line survey via Survey Monkey to collect data for analysis. An online survey was sent out to
all of the 8,000 plus employees at the Detroit Arsenal via an email distribution list maintained by
the senior mission command (TACOM). The survey instrument included three primary sections
of forced-choice items. First, demographic data related to pay grade, organization, gender, and
military experience. This was collected to measure the effect of moderation on the relationship
between authentic leadership and ethical behavior. The survey utilized the validated 16-item

Authentic Leadership Questionnaire (ALQ) (Wulumbwa et al., 2008) to measure the level of
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authentic leadership present at the Detroit Arsenal. Respondents were asked to rate their leader
on each question which consisted of a 5-point Likert type scale that ranged from 1-5 (*“Not at all”
- “Frequently, if not always”). Four ethics related vignettes were utilized to measure the level of
ethical behavior displayed by employees at the Detroit Arsenal. Vignettes were employed from
Sims & Keon (1999) who designed diverse ethical related business scenarios for use in
measuring ethical decision making. There were five responses available to the participant for
each vignette. Each response was assigned a pre-determined score of one through five. One was

the lowest score available on each question with five being the highest.

Research Questions and Hypotheses

This research paper investigates five questions related to authentic leadership, and its
effects on ethical behavior. The first question seeks to understand the ethical climate at the
Detroit Arsenal. The second question asks, is there an authentic leadership style prevalent within
the leadership team at the Arsenal. The third question seeks to understand the relationship
between ethical behavior and authentic leadership. The fourth question explores whether there
are differences in the practice of authentic leadership and ethical behavior among the
organizations within the TACOM community. The fifth question seeks to understand if gender,
pay grade, education level, or military experience affects the impacts of authentic leadership on
ethical behavior.

The three hypotheses tested as part of this research are:

Ho1: Authentic leadership behavior is not a significant predictor of ethical behavior.

Ho2: There are no significant differences in the impacts of authentic leadership on ethical

behavior across organizations.
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Hosz: Gender, Pay grade, education level, and military experience do not moderate the

impact of authentic leadership on ethical behavior.

Research Variables

This research investigated two variables: authentic leadership and ethical behavior.
Authentic leadership is the independent variable of the study, while ethical behavior is the
dependent variable. Demographic variables were also obtained in the study to determine their
role as moderators of the relationship between authentic leadership and ethical behavior.

Authentic leadership is defined in this study as “a pattern of leader behavior that draws
upon and promotes both positive psychological capacities and a positive ethical climate, to foster
greater self-awareness, an internalized moral perspective, balanced processing of information,
and relational transparency on the part of leaders working with followers, fostering positive self-
development” (Walumbwa et al., 2008, p. 94).

Ethical behavior is defined as “individual behavior that is subject to or judged according

to generally accepted moral norms of behavior” (Trevino et al., 2006, p.952)

Population and Sample

The population for this study included all employees at the Detroit Arsenal, Warren
Michigan. The population of employees exceeds 8,000 personnel. An email was sent by the
Chief of Staff, TACOM to the installation population informing them of the survey and its intent.
Additionally, some sister organizations at the Detroit Arsenal sent a secondary email to their
employees with the link to the survey and its description. There were 419 employees who
attempted the survey. Of these employees, 75 of the consenting participants completed less than

75% of the survey, and two participants indicated they did not want to participate after reading
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the informed consent. These 77 participants were excluded from the final sample, yielding a
final sample size for analysis of N = 342 employees.

Protection of participants’ rights. Federal requirements specified by the Department of
Health and Human Services’ Code of Federal Regulations, 45 CFR 46, were followed. Approval
to conduct research with human participants was obtained from both Lawrence Technological
University Institutional Review Board (IRB) and the senior leaders of each organization located
at the Detroit Arsenal. All participants were required to provide their voluntarily informed
consent before completing the survey instrument. One requirement of the IRB was to include
only participants that were over 18 years of age. All employees at the Detroit Arsenal met this
requirement. Participants were asked to select whether they agreed or disagreed to participate.
Those who agreed were permitted to continue the survey. Those who did not agree were
thanked for their participation and the survey was discontinued. Two participants indicated on

the survey that they did not wish to participate after reading the informed consent.

Pilot Study

This research contained a pilot evaluation for the purposes of assessing the psychometric
properties of the survey instrument. In the pilot study, the face validity of the survey instrument
was weighed prior to administering the survey to the study participants. Specifically, the
researcher’s fellowship classmates and Defense Acquisition University faculty reviewed the
survey for clarity, survey logic, and to identify any general improvements to the instrument.
There were no significant changes made to the survey instrument. A logical error with the
instrument was remedied. Additionally, the organizational choices within the demographic data

was altered to more accurately capture the major organizations at the Detroit Arsenal.
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Data Analysis Methodology

Survey data were imported into Microsoft Excel from SurveyMonkey for cleaning and
coding as needed. Next, data were transferred from Excel into Minitab version 17.2.1 for
quantitative statistical analysis. Minitab was used for descriptive statistics and inferential
statistics. Each statistical procedure used all available data. Unless otherwise noted, inferential
statistics were evaluated at the 95% confidence level (i.e., alpha was set at the .05 level, two-tail
tests of statistical significance).

Descriptive statistics. Descriptive statistics of categorical demographic characteristics
were comprised of frequency analysis (with chi-square test of significant distributions).
Descriptive statistics of continuous variables were comprised of means and standard deviations
(with one-way ANOVA test of significant means across demographic characteristics), and
Pearson product moment correlations between continuous variables. A test for intercorrelation
was run between authentic leadership (and its four factors) and ethical behavior as the first step
in identifying the relationship between the study variables.

Psychometric properties. The psychometric properties of the Likert-type items used for
measuring authentic leadership and ethical behavior were evaluated using Cronbach’s coefficient
alpha test of internal consistency reliability (Cronbach, 1951). Cronbach’s coefficient alpha was
computed using Minitab.

Cronbach’s alpha determines the internal consistency (or average correlation) of a set of
items in a survey instrument as an index of a survey’s reliability. Alpha numbers can range from
0.0 to 1.0; alpha values of 0.7 or higher indicate acceptable reliability (Hinkin, 1998), and alpha
values below 0.5 indicate little to no reliability of the survey items (Santos, 1999). If the survey

items show poor reliability, then individual items on the survey may need to be re-examined.
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Inferential statistics. Minitab was used to test Ho1 in which the dependent variable,
ethical behavior, was regressed on the independent variable, authentic leadership, using linear
regression. Ethical behavior was also regressed on the four factors that comprise authentic
leadership: TR = Transparency, ME = Moral/Ethical, BP = Balanced Processing, SA = Self-
Awareness. Ho> was tested by performing a hierarchical linear regression of ethics regressed on
authentic leadership by each organization. Hos was tested by regressing ethical behavior on
authentic leadership and four moderators (gender, pay grade, education, and military
experience).

Finally, two one-sample t-Tests were conducted for further exploration of the relationship
between the study variables. The first was conducted on the authentic leadership score
(compared against a score of 4.0) for all participants and participants in each organization in an
attempt to determine if there were differences in authentic leadership across organizations. The
second was a one-sample t-Test of the ethics score (compared against a score of 4.0) for all
participants and participants in each organization. A score of 4.0 was determined to be an
appropriate benchmark to measure both variables against as both were surveyed on a scale of 1.0

(lowest) to 5.0 (highest).
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Chapter 4 Results

Introduction

This study investigated the relationship between authentic leadership and ethical behavior
for the employees of the Detroit Arsenal in Warren, Michigan. The study examined data
obtained via an online survey administered using SurveyMonkey. The survey was made
available to all employees at the Detroit Arsenal. The number of potential participants totaled
8,000+ employees. Data were collected from survey respondents who varied in gender, pay
grade, job specialty, organization, and management responsibilities. Accordingly, employee data
were investigated for the psychometric properties of the online survey in terms of the reliability
and validity of the survey’s instruments that measured authentic leadership and ethical behavior.
Authentic leadership (as measured by transparency, moral-ethical, balanced processing, and self-
awareness via the ALQ) was tested as a predictor of ethical behavior. The study also
investigated the moderating effects of gender, pay grade, education level, organization, and
military experience on the relationship between authentic leadership and ethical behavior.

The online survey instrument was administered to N = 8000+ employees, 419 of whom
provided their voluntary consent to participate in the study. Seventy-five of the consenting
participants completed less than 75% of the survey, and two participants indicated they did not
want to participate after reading the informed consent. These 77 participants were excluded
from the final sample, yielding a final sample size for analysis of N = 342 employees. All
available data were analyzed in Minitab 17.2.1, using general linear modeling inferential
statistics to evaluate psychometric properties and test the three study hypotheses:

Ho1: Authentic leadership behavior is not a significant predictor of ethical behavior.
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Ho2: There are no significant differences in the impacts of authentic leadership on ethical
behavior across organizations.
Hosz: Gender, Pay grade, education level, and military experience do not moderate the

impact of authentic leadership on ethical behavior.

Demographic Characteristics of the Sample

Table 4.1 presents the demographic characteristics of the sample in terms of gender, pay
grade, education, organization, and military experience. As shown in Table 4.1, the sample (N =
342) included more males than females (69.6% males to 30.4% females). The pay grade was
distributed in logical groups of General Schedule (US Civil Service) grades. It also included
contractors and those identified as active duty military. The results showed 0.6% were GS 1-4,
4.7% were GS5-8, 10.5% were GS 9-11, 55.3% were GS12-13, 24.9% were GS14-15, 0.3%
were SES, 2.3% were contractors, and 1.5% active duty military. Education level data indicated
6.7% of respondents possessed a high school diploma, 5.6% an associates degree, 28.1% a
bachelor’s degree, 14.3% some Master’s work, 42.7% completing a Master’s degree, and 2.6%
holding a Doctoral degree. The organizational affiliation of respondents showed that 10.8%
belonged to Army Contracting Command-Warren (ACC), 21.6% to Integrated Logistics Support
Center (ILSC), 11.4% to Program Executive Office, Combat Support and Combat Service
Support, 22.2% to Program Executive Office, Ground Combat Systems (GCS), 2.3% to System
of Systems, Engineering & Integration (SOSE&I), 7.3% to TACOM-Command Staff, 15.8% to
Tank Automotive Research, Development, and Engineering Center (TARDEC), and 8.5% other
organizations not listed. 42.7% of respondents indicated previous military experience while
57.3% indicated they had never served. Also shown in Table 4.1 is the results of Chi-square tests

of the equality of the distributions for each demographic characteristic. Results found each
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characteristic was significantly distributed, indicating unequal proportions of respondents in each
category. For example, the sample was not equally distributed across gender (69.6% male vs.
30.4% female). This finding is important in terms of interpreting the results of subsequent
analyses insofar as the over- or under-representation of a particular demographic characteristic

must be taken into account.

UNCLASSIFIED



IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR

Table 4.1 Characteristics of Sample by Gender, Pay Grade, Education, Organization, and
Military Experience

Characteristic n %
Total Sample 342 100.0
Gender
Male 238" 69.6
Female 104 30.4
Pay Grade
GS 1-4 2 0.6
GS 5-8 16 4.7
GS9-11 36 10.5
GS 12-13 189 55.3
GS 14-15 85 24.9
SES 1 0.3
Contractor 8 2.3
Active Military 5 1.5
Education
H.S. 23" 6.7
A.D 19 5.6
B.D 96 28.1
Some Grad 49 14.3
Masters 146 42.7
Doctorate 9 2.6
Organization
ACC Warren 37" 10.8
ILSC 74 21.6
PEO CS&CSS 39 11.4
PEO GCS 76 22.2
SosE&I 8 2.3
TACOM 25 7.3
TARDEC 54 15.8
Other 29 8.5
Military Experience
Yes 146™ 42.7
No 196 57.3

Note. Sample frequency is expressed as % of all participants, N = 342.
**p < .01 Chi-square test for equality of distribution.

UNCLASSIFIED



IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 33

Reliability and Validity

This study utilized existing instruments from prior research to measure authentic
leadership and ethical behavior. Accordingly, reliability and validity of the survey were
evaluated for the purposes of confirming the reliability of existing measures in the study sample.
The psychometric properties of the study survey were evaluated statistically using Cronbach’s
coefficient alpha test of internal consistency (as an index of reliability). As such, the 16 items
that measured authentic leadership via the authentic leadership questionnaire (ALQ) were tested
for internal consistency reliability using Cronbach’s coefficient alpha. The criterion value for
alpha is 0.7, with values > 0.7 indicative of reliability (Hinkin, 1998). Alpha measures the
intercorrelation between items on a survey. Thus, if the alpha score is high, e.g., 0.7 or higher,
the interpretation is that the participant is responding consistently on items for which the items
should be highly correlated with each other. Table 4.2 presents the results of the reliability
testing. As shown, the alpha values for the ALQ full scale score and the four ALQ factor scores
were indicative of acceptable reliability with alpha for the full 16-item survey = 0.969, alpha for
the 5-item measure of Transparency = 0.876, alpha for the 4-item measure of Moral/Ethical =
0.904, alpha for the 3-item measure of Balanced Processing = 0.889, and the alpha for the 4-item
measure of Self Awareness = 0.945.

In contrast to reliability of the survey being evaluated statistically, validity of the ethical
behavior portion of the survey was evaluated from the literature and via face validity. In terms
of the literature, the ALQ was previously found to be a valid measure of authentic leadership as
noted in Walumbwa et al.( 2008). For face validity, both the 16 items that measured authentic
leadership and the 4 items that measure ethics were reviewed for correct spelling and presenting

within SurveyMonkey by the researcher and agreement by peers.
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Table 4.2 Reliability of the 16-item ALQ

Survey ltems Mean! SD? Alpha®
ALQ Full Scale (16-items) 3.66 1.03 0.969
Transparency (5-items) 3.64 103 0.876
Moral/Ethical (4-items) 3.84 1.07 0.904
Balanced Processing (3-items) 3.68 1.09 0.889
Self-Awareness (4-items) 349 119 0.945

Note. *Mean of items within scale where each ALQ item measured on a 5-point Likert scale, 1 = not at all, 5 = frequently
if not always. 2Standard deviation. Cronbach’s alpha reliability measure of internal consistency.

Descriptive Statistics

Table 4.3 presents the results of descriptive statistics in which the mean and standard
deviation (SD) of authentic leadership and ethics were examined across the five demographic
characteristics presented in Table 4.1: gender, pay grade, education, organization, and military
experience. Table 4.3 describes the mean and SD of authentic leadership and its four factors and
the mean and SD of ethics across the demographic characteristics. Differences in the mean
scores across the demographic characteristics were tested using one-way ANOVA.

Table 4.3 presents the results of descriptive statistics of authentic leadership (ALQ) and
its four constitutive factors, transparency (TR), moral/ethical (ME), balanced processing (BP),
and self-awareness (SA), and the descriptive statistics of ethics across each of the five
demographic characteristic. As shown, there were differences in mean scores on transparency
between males and females. There were differences in mean scores between pay grades relative
to authentic leadership. There were differences in mean scores across organizations related to
authentic leadership as well as the factors of moral/ethical, balanced processing, and self-
awareness. All other demographic characteristics showed no significant difference in mean

scores across the sample.
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Table 4.3 Mean and SD of Authentic Leadership and its Four Factors and Ethics across Gender, Pay
Grade, Education, Organization, and Military Experience.

Demographic ALQ TR ME BP SA Ethics
Characteristic M SD M SD M SD M SD M SD M SD
Total 366 103 364 103 384 107 368 109 349 119 366 1.03
Gender
Male 371 101 372" 100 391 104 371 109 351 120 374 064
Female 354 105 345 108 367 113 362 109 346 118 3.78 052
Pay Grade
GS1-4 494~ 000 500 000 488 018 500 000 48 0.18 388 0.88
GS5-8 388 1.05 393 103 411 108 373 124 369 112 370 052
GS9-11 336 115 333 113 354 125 334 119 321 127 351 078
GS 12-13 357 105 356 105 376 107 361 1.09 337 122 376 058
GS 14-15 382 091 377 093 397 101 386 100 370 109 3.85 057
SES 463 - 480 - 500 - 400 - 450  -- 400 -
Contracts 407 090 413 091 4.06 092 400 098 406 1.08 344 0.55

Active Military 420 057 396 071 455 076 433 053 405 062 365 0.78
Education

H.S. 365 088 3.64 083 396 090 358 093 341 110 3.96 052
AD 371 115 366 114 383 122 372 117 363 124 388 056
B.D 373 105 368 109 391 104 376 111 357 120 372 061
Some Grad 354 1.08 357 108 371 117 350 114 337 120 359 071
Masters 365 1.02 362 100 382 106 371 108 348 122 376 058
PhD 354 098 364 098 369 128 341 098 336 100 3.86 055
Organization
ACC Warren 408" 079 397 083 430" 0.88 4.14° 084 395+ 095 372 0.64
ILSC 337 114 340 115 355 117 331 121 318 127 389 063
PEO CS&CSS 369 091 358 089 395 094 38 095 349 108 383 043
PEO GCS 388 099 3582 102 404 101 393 100 377 118 365 062
SosE&! 380 073 363 082 38 086 392 071 384 073 384 057
TACOM 347 121 355 120 355 131 348 124 329 134 376 062
TARDEC 361 092 362 091 375 098 368 098 340 117 3.69 056
Other 346 113 352 115 370 116 332 124 323 123 365 0.72
Military Experience
Yes 361 101 361 097 382 100 361 113 340 123 376 065
No 369 104 365 107 385 113 373 106 356 117 3.74 057

Note. “p < .05 significant difference between mean variable scores within demographic characteristic according to
one-way ANOVA (N = 342).
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Intercorrelations Between Study Variables

Table 4.4 presents the results of the intercorrelation between ALQ (and its four factors)
and Ethics. As expected, the correlation between the ALQ full score and each of its four factors
was very strong (r > 0.9 for each correlation). In contrast, there was no correlation between ALQ

and ethics. This finding is further tested using regression analysis in the next section.

Table 4.4 Intercorrelation Between Study Variables

ALQ TR ME BP SA Ethics
ALQ 1.00
TR 0.94”  1.00
ME 0.94™  0.88** 1.00
BP 0.94”  0.81** 0.85** 1.00
SA 0.94™  0.82** 0.83** 0.90** 1.00
Ethics 0.02 0.03 0.03 -0.01 0.02 1.00

Note. Numbers in the table are correlation coefficients. ALQ = Authentic Leadership Questionnaire, TR =
Transparency, ME = Moral/Ethical, BP = Balanced Processing, SA = Self-Awareness. ~p < 0.01 Pearson’s Product
Moment Correlation

Hypotheses Testing Results for Ho1
Hypothesiso: stated that authentic leadership is not a significant predictor of ethical
behavior. Table 4.5 shows the that none of the factors was significant at the 95% confidence

level. This shows that authentic leadership is not a significant predictor of ethical behavior.

Table 4.5 Linear Regression of Ethics Regressed on Authentic Leadership and Its Four Factors

Predictor  Beta SE T p value R-square
Constant 3.707 0.121 30.560 0.000

ALQ 0.011 0.032 0.360 0.721 1.0%
Constant 3.722 0.129 28.750 0.000

TR 0.026 0.070 0.370 0.715 1.0%
ME 0.033 0.073 0.450 0.654

BP -0.093 0.077 -1.210 0.227

SE 0.042 0.069 0.620 0.538

ALQ = Authentic Leadership Questionnaire, TR = Transparency, ME = Moral/Ethical,
BP = Balanced Processing, SA = Self-Awareness.

UNCLASSIFIED



IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 37

Hypotheses Testing Results for Ho2

Hypothesiso> stated that there are no significant differences in the impact of authentic
leadership on ethical behavior across organizations. Table 4.6 shows the majority of
organizations were not significant at the 95% level. This means that there are not significant
differences in the impact of authentic leadership on ethical behavior across organizations.
However, it should be noted that PEO CS & CSS showed a significant relationship between
authentic leadership and ethical behavior (p value=0.012). There were three organizations who
showed a negative relationship between authentic leadership and ethical behavior. It should be

noted that none of these relationships were statistically significant.

Table 4.6 Linear Regression of Ethics Regressed on Authentic Leadership in Each Organization

Organization Predictor Beta SE T p value
ACC Warren Constant 3.481 0.562 6.190 0.000
ALQ 0.059 0.135 0.440 0.664
ISLC Constant 3.918 0.230 17.010 0.000
ALQ -0.010 0.065 -0.150 0.881
PEO CS&CSS Constant 3.130 0.273 11.460 0.000*
ALQ 0.189 0.072 2.630 0.012
PEO GCS Constant 3.551 0.292 12.170  0.000
ALQ 0.027 0.073 0.370 0.716
SOSE&I Constant 4.970 1.130 4.420 0.004
ALQ -0.298 0.292 -1.020 0.347
TACOM Constant 3.629 0.394 9.220 0.000
ALQ 0.038 0.107 0.350 0.728
TARDEC Constant 3.852 0.315 12.240 0.000
ALQ -0.045 0.085 -0.530 0.598
Other Constant 3.489 0.443 7.880 0.000
ALQ 0.046 0.122 0.370 0.711

ACC Warren = Army Contracting Command-Warren, ILSC = Integrated Logistics Support Center, PEO CS&CSS =
PEO Combat Support & Combat Service Support, PEO GCS = Program Executive Office Ground Combat Systems,
SoSE&I = System of Systems Engineering and Integration Directorate, TARDEC = Tank Automotive Research,
Development, and Engineering Center, TACOM = TACOM-LCMC Command Group and Staff, Other = Smaller
Organizations Not Listed
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Hypotheses Testing Results for Hos

Hypothesises stated that gender, pay grade, education, and military experience do not

38

moderate the impact of authentic leadership on ethical behavior. Table 4.7 shows that gender,

pay grade, education, and military service do not significantly moderate the effects of
authentic leadership on ethical behavior. There are no significant impacts of authentic

leadership on ethical behavior.

Table 4.7 Linear Regression of Ethics Regressed on Authentic Leadership and Four Moderators
(gender, pay grade, education level, military experience)

Predictor Beta SE T p value
Constant 3.245 0.365 8.900 0.000
ALQ 0.124 0.096 1.290 0.199
Gender 0.344 0.257 1.340 0.181
ALQ*Gender -0.084 0.069 -1.220 0.222
Constant 3.007 0.663 4.540 0.000
ALQ 0.105 0.167 0.630 0.528
Pay Grade 0.172 0.166 1.040 0.300
ALQ*Pay Grade -0.022 0.042 -0540 0.593
Constant 3.976 0.409 9.720 0.000
ALQ -0.038 0.108 -0.360 0.723
Ed -0.068 0.100 -0.680  0.494
ALQ*Ed 0.013 0.026 0.480 0.634
Constant 3.261 0.406 8.040 0.000
ALQ 0.146 0.108 1.350 0.177
Mil Exp 0.281 0.246 1.140 0.254
ALQ*Mil Exp -0.085 0.065 -1.300 0.194

Ed = Education Level, Mil Exp = Military Experience

Exploratory Analyses

This research also focused on providing a representation of the overall level of authentic

leadership and the ethical climate present at the Detroit Arsenal.

A one-sample t-Test was conducted comparing the authentic leadership score of the

overall sample and each individual organization against a constant score of 4.0. A score of 4.0
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was determined to be an appropriate benchmark to measure as authentic leadership was surveyed
on a scale of 1.0 (lowest) to 5.0 (highest).

In this case, a p-value of p>0.05 shows significance that an organization met the
benchmark score of 4.0. Table 4.8 displays the results whereby ACC Warren, PEO GCS, and
SoSE&I p-values indicating they met the benchmark score of 4.0 with 95% confidence. It
should be noted that SOSE&I only had 8 participants in the survey. All participants at the
Arsenal showed a mean of 3.66 (C1=3.549, 3.767). ACC Warren had the highest mean at 4.08

(C1=3.812, 4.340). The ILSC had the lowest mean of 3.37 (C1=3.103, 3.632).

Table 4.8 One-Sample t-Test of ALQ Score Compared Against a Score of 4.0 for All
Participants and Participants in Each Organization

Sample Variable N Mean  StDev SE Mean  95% Cl T P

All participants ALQ 342 3.66 1.03 0.06 (3.549, 3.767) -6.160  0.000
ACC Warren ALQ 37 4.08 079 0.13 (3.812, 4.340) 0.580 0.563*
ILSC ALQ 74 3.37 1.14  0.13 (3.103, 3.632) -4.770  0.000
PEO CS&CSS ALQ 39 3.69 091 0.15 (3.396, 3.986) -2.120 0.040
PEO GCS ALQ 76 3.88 099 011 (3.655, 4.105) -1.060 0.292*
SoSE&| ALQ 8 3.80 0.73 0.26 (3.186, 4.408) -0.790  0.458*
TACOM ALQ 25 3.47 121 024 (2974, 3971) -2.180 0.039
TARDEC ALQ 54 3.61 092 0.13 (3.357, 3.858) -3.140 0.003
Other ALQ 29 3.46 113 0.21 (3.029, 3.885) -2.600 0.015

ALQ=Authentic Leadership Questionnaire; ACC Warren = Army Contracting Command-Warren, ILSC =
Integrated Logistics Support Center, PEO CS&CSS = PEO Combat Support & Combat Service Support, PEO GCS
= Program Executive Office Ground Combat Systems, SOSE&I = System of Systems Engineering and Integration
Directorate, TARDEC = Tank Automotive Research, Development, and Engineering Center, TACOM = TACOM-
LCMC Command Group and Staff, Other = Smaller Organizations Not Listed

A one-sample t-Test was conducted comparing the ethical behavior score of the overall
sample and each individual organization against a constant score of 4.0. A score of 4.0 was
determined to be an appropriate benchmark to measure as ethical behavior was surveyed on a
scale of 1.0 (lowest) to 5.0 (highest).

In this case, a p-value of p>0.05 shows significance that an organization met the

benchmark identified score of 4.0. Table 4.9 displays the results whereby the ILSC, SoSE&,
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and TACOM had p-values indicating they met the benchmark score of 4.0 with 95% confidence.
All participants at the Arsenal showed a mean of 3.75 (C1=3.684, 3.813). The ILSC had the
highest mean at 3.89 (C1=3.740, 4.030). The PEO GCS had the lowest mean of 3.65 (C1=3.513,

3.796).

Table 4.9 One-Sample t-Test of Ethical Behavior Score Compared Against a Score of 4.0 for All
Partcipants and Participants in Each Organization

Sample Variable N Mean  StDev SE Mean  95% Cl T P

All participants EB 342 3.75 0.60 0.03 (3.684, 3.813) -7.690 0.000
ACC Warren EB 37 3.72 064 0.11 (3.511, 3935) -2.650 0.012
ILSC EB 74 3.89 0.63 0.07 (3.740, 4.030) -1570 0.120*
PEO CS&CSS EB 39 3.83 043 0.07 (3.686, 3.968) -2.490 0.017
PEO GCS EB 76 3.65 0.62 0.07 (3.513, 3.796) -4.860  0.000
SoSE&| EB 8 384 057 020 (3.371, 4.317) -0.780  0.460*
TACOM EB 25 3.76 062 0.13 (3.503, 4.017) -1.930 0.066*
TARDEC EB 54 3.69 056 0.08 (3.536, 3.843) -4.060 0.000
Other EB 29 3.65 0.72 0.13 (3.375, 3919) -2.660 0.013

EB = Ethical Behavior; ACC Warren = Army Contracting Command-Warren, ILSC = Integrated Logistics Support
Center, PEO CS&CSS = PEO Combat Support & Combat Service Support, PEO GCS = Program Executive Office
Ground Combat Systems, SOSE&I = System of Systems Engineering and Integration Directorate, TARDEC = Tank
Automotive Research, Development, and Engineering Center, TACOM = TACOM-LCMC Command Group and
Staff, Other = Smaller Organizations Not Listed
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Chapter 5 Discussion

Introduction

The Department of Defense makes improved ethical behavior and decision making an
annual priority within its military, civilian, and contracted workforce. However, the mechanism
by which the Department attempts to improve this behavior is often through attorney-developed
mandatory training and policy memos. While these are commonly employed techniques, utilized
independently they suffer from their own efficacy issues. Research indicates that leadership,
particularly authentic leadership, can have a positive impact on improving the ethical behavior
and decision making of employees. This study measured the current ethical climate of the
Detroit Arsenal and the level of authentic leadership practiced to determine its impact on ethical
behavior. Data for the study were collected via an online survey using SurveyMonkey. Analysis
of the data was completed via regression-based inferential statistics

The chapter includes a summary of the quantitative results, implications for practice,
recommendations for practitioners, recommendations for future research, and concludes with

study limitations.

Summary of Results and Discussion

The purpose of this study is to measure the current ethical climate of the Detroit Arsenal
to determine the level of authentic leadership practiced, and its impact on ethical behavior.
There were 419 employees at the Detroit Arsenal, Warren Michigan who attempted the survey.
There were 75 of the consenting participants who completed less than 75% of the survey, and
two participants indicated they did not want to participate after reading the informed consent.
These 77 participants were excluded from the final sample, yielding a final sample size for

analysis of N = 342 students. The participants were approximately 70% male. The pay band
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most represented was GS 12/13 and it comprised 55% of the sample. The level of education
most denoted was a Masters degree comprising 43% of the sample. PEO GCS was the
organization with the most respondents at 22% of the sample. Finally, 57% of the respondents
had no military experience.

Participants completed a survey that included the validated 16-item Authentic Leadership
Questionnaire (ALQ) (Wulumbwa et al., 2008) to measure the level of authentic leadership
present at the Detroit Arsenal. Respondents were asked to rate their leader on each question,
which consisted of a 5-point Likert type scale that ranged from 1-5 (“Not at all” - “Frequently, if
not always”). One was the lowest score available on each question with five being the highest.

Four ethics related vignettes were utilized to measure the level of ethical behavior
displayed by employees at the Detroit Arsenal. There were five responses available to the
participant for each vignette. Each response was assigned a pre-determined score of 1-5. One
was the lowest score available on each question with five being the highest.

This research investigated two variables: authentic leadership and ethical behavior.
Authentic leadership is the independent variable of the study, while ethical behavior is the
dependent variable. Demographic variables were also obtained in the study to determine their
role as moderators of the relationship between authentic leadership and ethical behavior.

Authentic leadership is defined in this study as “a pattern of leader behavior that draws
upon and promotes both positive psychological capacities and a positive ethical climate, to foster
greater self-awareness, an internalized moral perspective, balanced processing of information,
and relational transparency on the part of leaders working with followers, fostering positive self-

development” (Walumbwa et al., 2008, p. 94).
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Ethical behavior is defined as “individual behavior that is subject to or judged according

to generally accepted moral norms of behavior” (Trevino et al., 2006, p.952)

The psychometric properties of authentic leadership and ethical behavior were evaluated

via Cronbach’s coefficient alpha test of internal consistency reliability (Cronbach, 1951) and via

face validity prior to testing the hypotheses. Both variables demonstrated acceptable

psychometric properties suggesting the study survey provided reliable and valid data.

Five research questions were addressed in this study:

QL.
Q2.

Q3.
Q4.

Q5.

What is ethical climate at the Detroit Arsenal?

Is there an authentic leadership style prevalent within the leadership team at the
Arsenal?

What is the relationship between ethical behavior and authentic leadership?

Are there differences in the practice of authentic leadership and ethical behavior
among the organizations within the TACOM community?

Does gender, pay grade, education level, or military experience affect the impact of

authentic leadership on ethical behavior?

The following three null hypotheses were tested to answer the study research questions:

Ho1: Authentic leadership behavior is not a significant predictor of ethical behavior.

Ho2: There are no significant differences in the impacts of authentic leadership on ethical

behavior across organizations.

Hos: Gender, Pay Grade, education level, and military experience do not moderate the

impact of authentic leadership on ethical behavior.

Research Question 1. Research Question 1 is, “What is ethical climate at the Detroit

Arsenal?” There were five available responses on each of the presented ethical vignettes via
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SurveyMonkey. The responses were scored from 1.0 (lowest) to 5.0 (highest). The questions
were presented in random order with regards to the most appropriate response. The target score
for evaluating the ethical behavior at the Detroit Arsenal was set at 4.0. This is the value that
falls between the natural mean and a perfect score. The vignettes were designed to require a
respondent to contemplate his response without easily picking the answer that would yield the
“correct” score. The mean ethical score for the sample was 3.75 (C1=3.684, 3.813) on a 5.0
scale. This score does not meet the target score. However, when compared against the results
from the Sims & Keon (1999) sample (m=3.45) coupled with the fact that it is above the
mean it does not suggest a significant deficiency in ethical behavior at the Detroit Arsenal.
However, it does demonstrate that improvement can and should occur.

Research Question 2. Research Question 2 is, “Is there an authentic leadership style
prevalent within the leadership team at the Arsenal?” There were five available responses for
each authentic leadership question via SurveyMonkey. The responses were scored from 1.0
(lowest) to 5.0 (highest). The questions ranged from “not at all” to “Frequently, if not always.”
The target score for evaluating the level of authentic leadership at the Detroit Arsenal was 4.0.
This is the value that falls between the natural mean and a perfect score. The mean authentic
leadership score for the sample was 3.66 (C1=3.549, 3.767). This score is above average but it
does not meet the target score and is lower than the score for ethical behavior. Wong &
Lashinger (2012) conducted a study of authentic leadership and its role on performance and job
satisfaction. The sample consisted of 600 nurses. The mean score of authentic leadership
present in this survey was 2.35 (Note: This was based on a 0.0-4.0 scale and equates to 3.35 in
this study). Rego et al (2012) studied the effect of authentic leadership on employees’

psychological capital and creativity. The sample consisted of 201 employees in a variety of
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industries. The mean score of authentic leadership present in the survey was 2.90 (Note: This
was based on a 0.0-4.0 scale and equates to 3.90 in this study). These comparative results
allow for a reasonable determination that the Detroit Arsenal possesses a respectable level
of authentic leadership. However, improvement can and should occur with this variable
amongst its leadership team.

Research Question 3. Research Question 3 is, “What is the relationship between ethical
behavior and authentic leadership?” The results showed a slightly positive, but not statistically
significant relationship, between authentic leadership, the majority of its factors, and ethical
behavior. This shows that as authentic leadership goes up so does ethical behavior.
Interestingly, one of the four factors of authentic leadership, balanced processing, showed a
negative relationship. This shows that as balanced processing goes up ethical behavior goes
down.

Hypothesis o1: Accepted Ho: stated that authentic leadership behavior is not a significant
predictor of ethical behavior. This hypothesis was accepted. The result of ethical behavior
regressed on authentic leadership resulted in a p value of 0.721. This result far exceeded the
threshold of p<0.05. Authentic leadership behavior is not a significant predictor of ethical
behavior for this sample of employees at the Detroit Arsenal.

Research Question 4. Research Question 4 is, “Are there differences in the practice of
authentic leadership and ethical behavior among the organizations within the TACOM
community?” There are differences in the practice of authentic leadership, and the display of
ethical behavior among the organizations sampled. One-sample t-Tests were conducted for both
variables across all organizations. With regards to authentic leadership, only ACC Warren, PEO

GCS, and SoSE&I met the target score of 4.0 with statistical significance. With regards to
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ethical behavior, only the ILSC, SOSE&I, and TACOM met the target score of 4.0 with statistical
significance. It should be noted that SOSE&I only had 8 participants in this study.

Hypothesis o2: Accepted Ho. stated that there are no significant differences in the impacts
of authentic leadership on ethical behavior across organizations. Ethical behavior was regressed
against authentic leadership for each organization at the Detroit Arsenal. This hypothesis was
accepted. Seven of the eight organizations showed no significance in the impact of ethical
behavior on authentic leadership. It is worth noting that while not statistically significant, the
ILSC, SoSE&I, and TARDEC showed a negative relationship between the variables. SOSE&I
had only 8 participants take part in the survey. This shows that as authentic leadership increases
ethical behavior declines. This may be due to different demographic characteristics of the
organization, and their moderating effects on the relationship between authentic leadership and
ethical behavior. One organization, PEO CS&CSS, did show a statistically significant positive
relationship between authentic leadership and ethical behavior.

Research Question 5. Research Question 5 is, “Does gender, pay grade, education level,
or military experience affect the impact of authentic leadership on ethical behavior?” Gender,
pay grade, and military experience showed slightly negative, but not statistically significant,
moderation effects on the relationship between authentic leadership and ethical behavior. This
shows that as females increased, pay grade increased, and military experience increased, the
impact of authentic leadership on ethical behavior declines. Education showed a slightly positive
moderation effect, which shows that as education level increases the impact of authentic
leadership on ethical behavior also increases.

Hypothesis o3: Accepted Hypothesisos stated that gender, pay grade, education level, and

military experience do not moderate the impact of authentic leadership on ethical behavior. This
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hypothesis was accepted. The result of ethical behavior regressed on authentic leadership along
with gender, pay grade, education, and military experience showed p values of 0.222, 0.593,
0.634, and 0.194 respectively. These results indicate that none of these variables significantly

moderated the impact of authentic leadership on ethical behavior.

Implications for Practice and Recommendations

Authentic leadership did not have a significant impact on ethical behavior at the Detroit
Arsenal as measured in this study despite the trend showing an overall positive relationship.
However, other studies have shown it to have significant impacts on employee’s moral courage
and ethical behavior, and ethical organizational cultures (Hannah et al., 2005). In particular,
Hannah et al. (2011) found with a sample of soldiers at a U.S. Army Training School that
authentic leadership can have a significant impact on follower’s moral courage. This involves
acting ethically or resisting pressure to act unethically in order to maintain principles. In this
model, they showed that moral courage mediated the influence of authentic leadership on ethical
behavior. Authentic leadership involves behaviors that should be taught, emphasized, and
rewarded to facilitate ethical behavior among employees. The Harvard Business School now
offers executive education in Authentic Leadership Development. The Detroit Arsenal could
benefit from providing this type of training to its leadership team. The fact that the overall
Detroit Arsenal sample fell short of the benchmark scores for both authentic leadership and
ethical behavior demonstrates that both areas should be treated as high priority areas for
improvement within the population.

Ethics training is an important tool for enhancing ethical behavior. However, the manner
is which it is conducted could be improved. Beerel (2014) proposes that online ethics tools are

not the best method for teaching ethics. She offers some suggestions that could benefit the
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employees of the Detroit Arsenal. First, ethics education should be conducted in the workplace
versus a classroom or auditorium. Second, the curriculum should include a look at the
organization’s own decision making. Third, lawyers should not be included in developing the
curriculum as their focus is typically on the rules of law. There are fundamental differences
between what is legal and what is ethical. Finally, an annual report of the organization’s
decisions should be written and ethics training should include a discussion of the lessons learned.

It is possible that the environment and culture at the Detroit Arsenal reduces the impact
of authentic leadership on ethical behavior. The organization is made up of military members,
civilians, and contractors. The rigid structure and organizationally emphasized ethical conduct
of the United States Military surrounds employees daily as they complete their job requirements.
This may moderate the impact of authentic leadership on ethical behavior. This implies that new
employees should be given extra attention with regards to ethics training, and extra emphasis on
authentic leadership behavior to increase the impact of the culture early in their careers.

The literature clearly demonstrates the importance of leadership in both directing and
indirectly influencing the environment for moral courage and ethical behavior. Secretary of
Defense Ashton Carter set the standard for all leaders to follow by directly communicating on
the expectations for ethical behavior. Leaders at all levels of the Detroit Arsenal should be

encouraged to emphasize ethical behavior in communication both formally and informally.

Recommendations for Future Research

Avreas of future research on authentic leadership and its impact on ethical behavior
include a similar study utilizing a different instrument to measure ethical behavior, measuring
only civilian leadership, and looking at authentic leadership’s impact on followers’ moral

courage. Based on the results of this study three areas for future research are suggested.
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The first recommendation for future research is to conduct a similar study while changing
the measurement instrument for the dependent variable. In place of utilizing scored vignettes to
measure ethical behavior, an instrument such as the DIT could be utilized. It is possible that the
lack of correlation between these two variables may have been caused by the measurement of
ethical behavior.

The second recommendation for future research is to conduct a similar study while
changing the sample to measure the independent variable. The authentic leadership
measurement could be taken specifically from the civilian leadership at the Detroit Arsenal. This
would give insight into the impact of authentic leadership on ethical behavior while controlling
for the influence of military leadership.

The third recommendation for future research is to conduct a study on the impact of
authentic leadership on follower’s moral courage. Moral courage has shown to potentially
moderate the relationship of authentic leadership on ethical behavior. Since moral courage in an
important characteristic for employees to have within an organization this type of study may
further illustrate the importance of authentic leadership on creating an ethical environment at the

Detroit Arsenal.

Study Limitations

This study has three limitations associated with data collection and measurement. The
limitations are the instrument used to measure ethical behavior, the instrument used to measure
authentic leadership, and the population being homogenous.

First, the instrument utilized to measure ethical behavior may not have been varied
enough to produce dichotomies between what the respondent felt was the correct response and

what behavior they would select in real-world situation. Vignettes were utilized in an attempt to
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remove social bias from the responses. However, it is possible that employees have seen enough
of these instruments in formal training that they are accustomed to sorting through the desired
answer.

Second, the study of authentic leadership is still a relatively recent subject of inquiry.
This study uses the authentic leadership questionnaire (ALQ) developed by Walumbwa et al. to
measure the level of authentic leadership present at the Detroit Arsenal. This measure has shown
validity in operationally defining authentic leadership, and has proven to be neutral across
cultures. However, it alone may not include all relevant or important constructs in defining
authentic leadership. This could have had an effect on defining the importance of a particular
leadership style on ethical behavior.

Finally, the population sampled was made up entirely of employees at the Detroit
Arsenal. Many of these employees have the majority of their professional work experience in
the defense industry. It is possible that the culture of this population limited the impacts of

authentic leadership on ethical behavior.
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November 27, 2015

Leland Shea

Lawrence Technological University
College of Management

Senior Service College Fellowship Program

Ishea@ltu.edu
Dear Mr. Shea,

I am pleased to report that the IRB application to conduct research with human participants for your SSCF
thesis “Improving Ethical Behavior through Authentic Leadership™ has been approved under the Expedited
review path for a period of one year, November 27, 2015 — November 27, 2016.

The IRB is satisfied that the following ethical concerns regarding the treatment of your human participants
have been addressed in your research protocol: (1) The research involves administering a web-based survey
to anindividual who is at least 18 years of age or older in order to determine ifthere is an ethical climate at
the Detroit Arsenal, if authentic leadership style is the prevalent leadership style, and if there is a relationship
between authentic leadership and ethical climate; (2) Participants who will voluntarily consent to complete
the survey are fiee to withdraw from the study at any time; (3) Y ou have identified potential risks to you and
the participants; and (4) You have assured that a balance exists between potential benefits of the research to
the participants and/or society and the risk assumed by the participants.

Please contact the IRB if you require an extension to your project after one year. Please note you must
contact the IRB if you make a change to your research protocol that impacts the ethical treatment of your
research participants. Please do not hesitate to contact the IRB if you have any questions.
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Matthew Cole, Ph.D.
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This latter is to gram permission for Leland Shea to use the following copyright material for hisher raseanch:

Instrument: Authentic Leadership Questionnaire (ALQ)
Authors: Bruce J. Avollo, Willlam L. Gardner, and Fred O. Walumbwa

Copyright: 2007 by Bruce J. Avolio, Willlam L, Gardner, and Fred O. Walumbwa

Three sample items from this instrument may be reproduced for inclusion in a proposal, thesis, or dissenation,
The entire instrument may not be included or reproduced al any time in any published material.

Sincerely,
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Mind Garden, Inc.
www. mindgardan.com

Capyrightl 2007 Bruce J. Avplo, Wilkam L. Gardner, and Fred O, Walumbwa, Al nghts resaniad i all madivm. Publishod by Mind
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Appendix C - Informed Consent and Survey Instrument

Purpose

The purpose of this research is to measure the current ethical climate of the Detroit Arsenal as well
as the practice of authentic leadership by its directors, supervisors, and team leaders. This should

determine the lavel of authentic leadership present and to determine itz impact on ethical decision
making.

UNCLASSIFIED



IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR

Informed Consent

Az an adult 18 years of age or older, | agree to participate in this research about the the effects of
authentic leadership on ethical behavior. This survey is being conducted to support research
efforts being performed by Leland K. Shea, Department of Management, Lawrence Technological
University and a student of the Senior Service College Fellowship Program of the Defense
Acquisition University: leland.shea@dau.mil

| understand that my participation is entirely voluntary; | can withdraw my consent at anytime. By
agreeing to participate in this study, | indicate that | understand the following:

1. The purpose of the research is to determine the ethical climate at the Detroit Arsenal.
Additicnally, the research will determine if the presence of authentic leadership impacts the ethical
climate in any way.

Should | choose o participate in the survey, | am aware that my feedback will be consolidated with
my peers’ and the outcome will be briefed to TACOM LCMC leadership allowing them to be better
informed to make organizational changes.

2. If | choose to participate in this research, | will be asked to complete an enling questionnaire. The

questionnaire will include items relating to ethics and leadership within the organization. The
guestionnaire will take approximately 10 minutes to complete.

3. There is no incentive for participation.
4. All itemns in the questionnaire are important for analysis and my data input will be more

meaningful if all questions are answered. However, | do not have to answer any that | prefer not to
answer. | can discontinue my participation at anytime without penalty by exiting out of the survey.

5. This research will not expose me to any discomfort or stress beyond that which might normally
occur during a typical day. There are no right or wrong answers; thus, | need not be stressed about
finding a correct answer.

6. There are no known risks assoclated with my participating in this study.

7. Data collected will be handled in a confidential manner. The data collected will remain
ANORYMoUus.

8. The purpose of this research has been explained and my participation is entirely voluntary.

9. | understand that the research entails no known risks and by completing this survey, | am
agreeing to participate in this research.

YOU MAY PRINT THIS PAGE FOR YOUR RECORDS.
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Research at Lawrence Technological University that involves human participants is carried out
under the ovarsight of tha Institutional Review Board.Questions or problems regarding thesa
activities should ba addressad to Dr. Matthew Cole, Chairperson of the Institutional Review Board,

at irb@ltu.edu, Lawrence Technological University, 21000 Weast Ten Mile Road, Southfield, MI 48075,

(248) 204-3096.
* 1. Have you read the informed consent and do you agree to participate’
I have read Sis informed consent and | AGREE o panicipats

I have read s informed consent and | DO NOT AGREE 1o participale
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Demographic Data

* 2. What is your current pay grade or equivalent leval?
GE 14
G5 5B
G5 911
G512-13
GS 1415
SES
1 am Active Duty Mitary

| am & Contractor

Crtharr (plocs spacily)
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Demographic Data #2

3. Are you or have you ever served in the United States Armed Forces or United States Coast Guard?
o5

Mo

4. For which Detroit Arsenal Tenant Organization do you work?
ACC Warren
ILsC
PED CS&CSS
PED GCS
SoSE&I
TACOM G Staff

TARDEC

Other (pleasa specify)

5. Are you Male or Female?
hale

Farnak

6. What is tha highest level of education you have completed?
High SchaolGED
Associates Degree
Bachelors Degrae
Sama graduate work
Masiers Dagrea

Daclorate
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AL

This section is intended to measure authentic leadership.

7. My Leader...

of $hi Mians

mdmits mistakes whan
they Bfe Mads.

ANCOUTGES Everyone
o apank thair mind.

.eils you the hand truth.

..displays amotions

aacty in Ene with
fenlings,

..demonstrates ballefs
that ane consistant with
actions

akes decisons

basad on hig of Mher cone
walues,

asks you lo take
positions thit suppart
Youif cone vakes.

o at al Cinca In a while Comatimas

Fairly often

Frequently, i not
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8. My Leader...

Frequantly, i not
Mod at &l Onca in a while Somatmes Fairly ofian always

-rrakns difficult
decisions bassd an high
standards of ethical
conduct.

.-S0licits views thal
enallenge his o nar

deeply held positons.

analyzes rolevan data

before coming fo a
decision.

.listens carefully to
@fferon] points of viow
before coming to
conclusions.

.-Sisgis fondback o
improve inleractions
with olhars,

acourately dascrbas
herw alhars view his of
e capabilities.

s wihen i is lime
o resvaluste s or her
jpasition on important
IS,

..shows he or she
undersiands how
specific actions impact
othars.
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Ethics #1

8. You are the leader of a group which has been assigned to complete an important project for top
management. The deadline is quickly approaching and the group has yet to come up with one reasonable
alternative. You discuss the problem with your spouse at a restaurant, and the server, overhearing the
problam, comas up with a fantastic idea, Tha sarver does not know you or your company and will maost
likely never have contact with anyone in the company again, When the group meets the next day, you
present the idea. The group and top management are thrilled, giving you full credit. Most likely you will also
recaive a small cash bonus, a common practica in your compary.

Giwe partial credi to the sarver.

Quickly explain thal the idea is nol mine giving credit 1o the serdar,

Say nothing and allow e growp and top managemant 1o think whatever they wanl.
Giva full coadit 1o thi server and suggest the server ba compensated,

Openly accept credit for the [dea.
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Ethics #2

10. Your department is responsible for igssuing a year end report. You have worked alone on the report for
the past thres years, and everyone in the company has always given you positive feedback; as a matter of
fact, you have always enjoyed a sense of pride in the report. This year howevear, you have been instructed
to allow a relativaly new amployes to take part in the report, Reluctantly you have agread, sinca thare
seemed no way out of the situation. The repart has been divided by your manager, each writer being given
an independent section. Two days before the report is due, the other employee gives you the oppartunity o
raad hisfer saction. You are homified by what you have read, the errars in format, grammar, and content
are NUMmernous,

Cortct the emors mysef,

Paolilely explain the emors (o the other employes.

Report the errors fo my manager.

Wark diligently with the other employes, until all emors were comecied,

Say Nothing.
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Ethics #3

11. In the course of your normal jeb duties, you have come across some crganizational practices which are
discriminatory towards select groups of employees. You are not a member of any of the groups being
discrimminated against, however. It appears that the practices have been going on for as long as the
company has baan in business. Tha information is not public, and undaer normal circumstances it will never
be. Thers is no way that anyone will ever know that you have found out about these practices.

Quietly guestion tha practicas, siopping when resistance was given.

Say nothing,

Casually mention to my suparvisor that | was concemed about discriminadory practices.

Openly question the practices within the company, and if necessary go public, insisting on changes.

Openly question the practices, going as far as necessary within the company hoping o implemant changes.
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Ethics #4

12. This year has nol been a very good one for your company. Sales are down significantly, which has led
to the lay off of many excellent employees. In addition, the company is facing a major lawsuit, which has
thie polential of bankrupting the firm. A prospective client has indicated an interest in placing a very large
arder which would guarantaa the reinstatemeant of all laid-off amplovees, and would keep them employad
for quite some time. However, the client is wary about the stability of your company, To improve the client's
percaption of the company, the sale manager has remaved the reference to the lawsuit in the copy of the
annual report given to the potential client. One responshbility of your position is to ensura the accuracy of
company documents. Since few people ever read the entire report, it is doubtful that anyone else would
notice the missing information.

Ask the sales manager bo provide the dient with complate information,

Talk with the sales manager, lettng it drop afier that.

Do ndthing.

Do whatener was necessary o make sure that the clien recenved 1he complete report.

Talk with the top axecutives of the company, asking that tha dient ba provided with complate information,
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Survey Complete

Thank you for participating in this research. You efforts are greatly appreciated.
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Appendix D - DoD Principles of Ethical Conduct

PRINCIPLES OF ETHICAL CONDUCT

1. Public Service is a public trust,
requiring employees to place loyalty to
the Constitution, the laws and ethical
principles above private gain,

2. Employees shall not hold financial
interests that conflict with the
conscientious performance of duty.

3. Employees shall not engage in
financial transactions using nonpublic
Government information or allow the
improper use of such information to
further any private interest.

4. An employee shall not, except as
[provided for by regulation], solicil or
accept any gift or other item of
monetary value from any person or
entity seeking official action from,
doing business with, or conducting
aclivities regulated by the employee's
agency, or whose interests may be
substantially affected by the
performance or nonperfermance of the
employee's duties.

5. Employees shall put forth honest
effort in the performance of their
duties.

6. Employees shall not knowingly
make unauthorized commitmenis or
promises of any kind purporting to bind
the Government.

7. Employees shall not use public
office for private gain.

8. Employees shall act impartially and not
give preferential treatment to any private
organization or individual.

8. Employees shall protect and conserve
Federal property and shall not use it for
other than authorized aclivities.

10. Employees shall not engage in
outside employment or activities, including
seeking or negotialing for employment,
that conflict with official Government
duties and responsibilities.

11. Employees shall disclose waste,
fraud, abuse, and corruption to
appropriate authorities.

12. Employees shall satisfy in good faith
their obligations as citizens, including all
just financial obligations, especially those-
-such as Federal, State, or local taxes—
that are imposed by law.

13. Employees shall adhere to all laws
and regulations that provide equal
oppaortunity for all Americans regardlass of
race, color, religion, sex, national origin,
age, or handicap.

14. Employees shall endeavar to aveoid
any actions creating the appearance that
they are violating the law or ethical
standards. Whether particular
circumstances create an appearance that
the law or these standards have been
violated shall be determined from the
perspective or a reasonable person with
knowledge of the relevant facts.
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Appendix E - Executive Order 12674

Executive Ondar 12674

Executive Order 12674 of April 12, 1989
(as modified by E.0. 12731)

"PRINCIFLES OF ETHICAL CONDUCT FOR
GOVERNMENT OFFICERS AND EMPLOYEES"

"By virtue of the authority vested in me as President by the
Constitution and the laws of the United States of America, and in
order to establish fair and exacting standards of ethical conduct
for all executive branch employees, it is hereby ordered as follows:

“"Part I Principles of Ethical Conduct

"Section 101. Principles of Ethical Conduct. To ensure that
every citizen can have complete confidence in the integrity of the
Federal Government, each Federal employee shall respect and adhere to
the fundamental principles of ethical service as implemented in
regulations promulgated under sections 201 and 301 of this order:

"{a) Public service is a public trust. requiring employees to
place loyalty to the Constitution, the laws, and ethical principles
above private gain.

"(b) Employees shall not hold financial interests that conflict
with the conscientious performance of duty.

"{e) Employees shall not engage in financial transactions using
nonpublic Government information or allow the improper use of such
infermation to futher any private interest.

"{d) An employee shall not, except pursuant to such reasonable
exceptions as are provided by regulation, solicit or accept any gift
or other item of monetary value from any person or entity seeking
official action from. doing business with, or conducting activities
regqulated by the employee's agency, or whose interests may be
substantially affected by the performance or nonperformance of the
employee’'s duties.

"{e) Employees shall put forth honest effort in the performance of
their duties.

"{(f) Employees shall make no unauthorized commitments or promises
of any kind purporting to bind the Government.

"{g) Employees shall not use public office for private gain.

flePINUS0GE pagesiaws_ regs_fedreg_statsirfs_hml_pages'executve_ordersieol 2674.hmi (1 of 6) [10WVS2000 2:12:08 PM)
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Executive Ondar 12674

"{h) Employees shall act impartially and not give preferential
treatment to any private organization or indiwvidual.

"{i) Employees shall protect and conserve Federal property and
shall not use it for other than authorized activities.

"{j) Employees shall not engage in outside employment or
activities, including seeking or negotiating for employment, that
confiiet with official Government duties and responsibIlities.

"{k) Employees shall disclose waste, fraud, abuse, and corruption
to appropriate authorities.

"(l) Employees shall satisfy In good faith their cobligations as
citizens, including all just financial obligations, especially
those such as Federal, State, or local taxes-that are imposed by law.

"{m) Employees shall adhere to all laws and regulations that
provide equal opportunity for all Arnericaas reger:illess of race,
color, religion, sex, national origin. age, or handicap.

"{n) Employees shall endeavnor to avoid any actions creating the

appearance that they are wvioclating the law or the ethical standards
promulgated pursuant to this order.

"Sec. 102. Limitations on Outside Earned Income.

"{a) No employee who is appointed by the President to a full-time
noncar reer position in the executive branch (including full-time
noncareer employees in the White House Office, the Office of Policy
Development, and the Office of Cabinet Affairs), shall receive any
earned income for any outside employment or activity performed during
that Presidential appointment.

"(b) The prohibiticon set forth in subsection (a) shall not apply
to any full-time noncareer employees employed pursuant to 3 U.5.C.
105 and 3 U.5.C. 107(a) at salaries below the minimum rate of basic
pay then paid for GS5-9 of the General Schedule. Any outside
employment must comply with relevant agency standards of conduct,
including any requirements for approval of outside employment.
"Part 1I Office of Government Ethics Authority

"Sec. 201. The Office of Government Ethics. The Office of
Government Ethics shall be responsible for administering this order
by:

e PINUS0GE pagesiaws_ regs_fedreg_statsirfs_hml_pages'executve_ordersieol 2674.hmi (2 of &) [10VS2000 2:12:09 PM)
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Executive Ondar 12674

"{a) Promulgating, in consultation with the Attorney General and
the Office of Personnel Management, regulations that establish a
single, comprehensive, and clear set of executive-branch standards
of conduct that shall be objective, reasonable, and enforceable.

"{b) Developing, disseminating, and periodically updating an
ethics manual for employees of the executive branch describing the
applicable statutes, rules, decisions, and policies.

"{c) Promulgating, with the concurrence of the Attorney General,
regulations interpreting the provisions of the post-employment
statute; section 207 of title 18; United States Code; the general
conflict-of-interest statute, section 208 of title 18, United States
Code; and the statute prohibiting supplementation of salaries,
section 209 of title 18, United States Code.

"(d) Promulgating, in consultation with the Attorney General and
the 0ffice of Persconnel Management, regulations establishing a system
of non-public (confidential) financial disclosure by executive branch
employees to complement the system of public disclosure under the
Ethics in Government Act of 1978. Such regulations shall include
criteria to guide agencies in determining which employees shall submit
these reports.

"{e) Ensuring that any implementing regulations issued by agencies
under this order are consistent with and promulgated in accordance
with this order.

"Sec. 202. Executive Office of the President. In that the

agencies within the Executive Office of the President (ECOP) currently
exercise functions that are not distinct and separate from each other
within the meaning and for the purposes of section 207(e) of title 18,
United States Code, those agencies shall be treated as one agency
under section 207(c) of title 18, United States Code.

"Part III Agency Responsibilities

"Sec. 301. Agency Responsibilities. Each agency head is
directed to:

"(a) Supplement, as necessary and appropriate the comprehensive
executive branch-wide requlations of the Office of Government
Ethiecs, with regulations of special applicability to the particular
functions and activities of that agency. Any supplementary agency
requlations shall be prepared as addenda to the branch-wide
requlations and promulgated jointly with the Office of Government
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Executive Ondor 12674

Ethics, at the agency's expense, for inclusion in Title 5 of the Code
of Federal Regulations.

"({b) Ensure the review by all employees of this order and
regulations promulgated pursuant to the order.

"{c) Coordinate with the Office of Government Ethics in developing
annual agency ethics training plans. Such training shall include
mandatory annual briefings on ethics and standards of conduct for all
employees appointed by the President, all employees in the Executive
Office of the President, all officials required to file public or
nonpublic financial disclosure reports, all employees who are
contracting ocfficers and procurement officials, and any other
employees designated by the agency head.

"{(d) Where practicable, consult formally or informally with the
Office of Government Ethics prior to granting any exemption under
section 208 of title 18, United States Code, and provide the Director
of the 0ffice of Government Ethics a copy of any exemption granted.

"{e) Ensure that the rank, responsibilities, authority, staffing,
and resources of the Designated Agency Ethics Official are sufficient
to ensure the effectiveness of the agency ethies program. Support
should include the provision ¢of a separate budget line item for ethics
activities, where practicable.

"Part IV Delegations of Authority

"Sec. 401. Delegations to Agency Heads. Except in the case of

the head of an agency, the authority of the President under sections
203(d), 205(e), and 208(b) of title 18, United States Code, to grant
exemptions or approvals to individuals is delegated to the head of the
agency in which an individual requiring an exemption or approval is
employed or to which the individual (or the committee, commission
board, or similar group employing the individual) is attached for
purposes of administration.

"Sec. 402. Delegations to the Counsel to the President.
"{a) Except as provided in section 401, the authority of the Presi-

dent under sections 205(d), 205(e), end 208(b) of title 18, United States
Code, to grant exemptions or approvals for Presidential appointees to

committees, commissions, boards, or similar groups establIshed by the
President is delegated to the Counsel to the President.

"{b) The authority of the President under sections 208(d), 205(e), and
208(b) of title 18, United States Code, to grant exemptions or approvals

flePINUS0GE pagesiaws_ regs_fedreg_statsirfs_hml_pages'executve_ordersieol 2674.hmi (4 of &) [10V52000 2:12:09 PM)
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Executive Ondar 12674

for individuals appointed pursuant to 3 U.S.C. 105 and 3 U.S5.C. 107(a),
is delegated to the Counsel to the President.

"Sec. 403. Delegation Regquarding Civil Service. The Office of

Personnel Management and the Office of Government Ethics, as appropriate,
are delegated the authority wvested in the President by 5 U.5.C. 7301 to
establish general regulations for the implementation of this Executive
order.

Part Vv General Provisions

"Sec. 501. Revocations. The feollowing Executive orders are hereby
revoked:

"{a) Executive Order No. 11222 of May B8, 1965.
"{b) Executive Order No. 12565 of September 25, 19B6.
"Sec. 502. Savings Provision.

"{a) All actions already taken by the President or by his
delegates concerning matters affected by this order and in force
when this order is issued, including any regulations issued under
Executive Order 11222, Executive Order 12565, or statutory
authority, shall, except as they are irreconcilable with the
provisions of this order or terminate by operation of law or by
Presidential action, remain in effect until properly amended,
modified, or revoked pursuant to the authority conferred by this order
or any regulations promulgated under this order. MNotwithstanding
anything in section 102 of this order, employees may carry out
preexisting contractual obligations entered into before April 12, 1989.

"{b) Financial reports filed in confidence (pursuant to the
authority of Executive Order No. 11222, 5 C.F.R. part 735, and
individual agency regulations) shall continue to be held in
confidence.

“"Sec 503. Definitions. For purposes of this order, the term:

"(a) Contracting officers and procurement officials’' means all
such officers end officials as defined in the Office of Federal
Procurement Policy Act Amendments of 1988.

"(b)Employee' means any officer or employee of an agency,
including a special Government employee.

"{e) "Agency' means any executive agency as defined in 5 U.S.C.
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105, including any executive department as defined in 5 U.S5.C. 101,
Government corporation as defined in 5 U.S5.C. 103, or an independent
establishment in the executive branch as defined in 5 U.S5.C. 104
(other then the General Accounting Office), and the United States
Postal Service end Postal Rate Commission.

"{d) "Head of en agency' means, in the case of as agency headed by
more then one person, the chair or comparable member of such agency.

"(e) "Special Government employee' means a special Government em-

ployee as defined in 18 U.S5.C. 202(a).

"Sec. 504. Judicial Review. This order is intended only to

improve the internal management of the executive brench end is not
intended to create any right or benefit, substantive or procedural,
enforceable at law by a party against the United States, its agencies,
its officers, or any person.".

GEORGE BUSH

THE WHITE HOUSE,
October 17, 1990.
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Department of Defense
DIRECTIVE

NUMBER 5500.07
November 29, 2007

GC, DoD

SUBJECT: Standards of Conduct

References: (a) DoD Directive 5500.7, subject as above, August 30, 1993 (hereby canceled)
(b) DoD 5500.7-R, “Joint Ethics Regulation,” current version
(e) Title 5, Code of Federal Regulations, parts 733, 2634-2613%, 2640-2641, and
3601 and Chapter XV1, Subchapter B
(d) Executive Order 12674, “Principles of Ethical Conduct for Government
Officers and Employees,™ April 12, 1989, as amended
{e) through (m}, see Enclosure |

1. REISSUANCE AND PURPOSE

This Directive:
1.1. Reissues Reference (a) to update policy and responsibilities for the DoD ethics program.
1.2, Continues to authorize Reference (b) and pant 3601 of Reference ().

1.3, Implements Chapter XV, Subchapter B, and pant 733 of Reference (¢); Reference (d);
Public Law 95-521 (Reference (e)); sections 3326 and 3374 of title 5, United States Code
{U.5.C.) (Reference (f)); sections 801-940 (commonly known and hereafter referred to as the
“Uniform Code of Military Justice (UCMJI)™) and section 1060 of title 10, U.S.C. {Reference
(2)); sections 202, 203, 2035, 207-209, and 219 of title 18, U.S.C. (Reference (h)); section 1353 of
title 31, U.S.C. (Reference (i)); section 908 of title 37, U.5.C. (Reference (j)); section 423 of title
41, U.S.C. (Reference (k)); part 3,104-6 of the Federal Acquisition Regulation (Reference (1));
and chapter 304 of title 41, Code of Federal Regulations (Reference (m)).

2. APPLICABILITY AND SCOPE

2.1. This Directive applies to the Office of the Secretary of Defense, the Military
Departments, the Office of the Chairman of the Joint Chiefs of Staff, the Combatant Commands,
the Office of the Inspector General of the Depariment of Defense, the Defense Agencies, the

UNCLASSIFIED

76



IMPACT OF AUTHENTIC LEADERSHIP ON ETHICAL BEHAVIOR 77

DalD 5500.07, November 29, 2007

DoD Field Activities, and all other organizational entities within the Department of Defense
{hereafter referred to collectively as the “DoD Components™).

2.2, The applicability and scope of Reference (b) are set forth below,

2.2.1. Section 2 of Chapter 7 of Reference (b), “Public Financial Disclosure Report
({SF-278)," applies to certain former DoD personnel in accordance with Reference (e).

2.2.2. Chapter 9 of Reference (b), “Post-Government Service Employment,” applies 1o
former DoD personnel in accordance with References (h) and (k).

2.2.3. Reference (b) applies in whole to individuals nominated or assigned (detailed or
appointed) to Dol positions in accordance with section 3374 of Reference (f) or similar other
authoritics,

2.2.4. Although sections 208 and 209 of Reference (h) do not apply to “Title 32 National
Guard Members™ (as defined in subsection 1-233 of Reference (b)), or enlisted members of the

Military Departments, the following provisions do apply to them.

2.2.4.1. Except as approved by the “DoD Agency” “Designated Agency Ethics
Official (DAEQ) or Designee™ (as these terms are defined in subsections 1-201, 1-206, and
1-208 of Reference (b)), Title 32 National Guard Members and enlisted members of the Military
Departments, including enlisted special Government employees (SGEs) (as that term is defined
in subsection 1-232 of Reference (b)) shall not participate personally and substantially as part of
their official DoD duties in any particular matter in which, to their knowledge, they, their
spouses, minor children, partners, entities in which they are serving as officers, directors,
trustees, partners, or employees, or any entities with which they are negotiating or have an
arrangement concerning prospective employment, have a financial interest.

2.2.4.2. Excepl as approved by the DoD Agency DAEQ, Title 32 National Guard
Members and enlisted members of the Military Departments, except enlisted SGEs, shall not
receive any salary or contribution to or supplementation of their Federal Govermment salary as
compensation for their service to the Federal Government from any entity other than the Federal
Government or the treasury of any State, county, or municipality.

2.2.5. Although Chapter XV1, Subchapter B, and part 733 of Reference (c) and
Reference (m) do not apply 1o Title 32 National Guard Members or enlisted members of the
Military Departments, the following regulations are determined 1o be appropriate for them and
are hereby made applicable to them as if the terms “employee” and “SGE,"” as used therein,
include them,

2.2.5.1. Pans 2634-26335, 2638, and 2640 of Reference (c).

2.2.5.2. Chapter 304 of Reference (m).
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2.2.6. Penalties for violation of the standards of conduct prescribed in Reference (b)
include statutory and regulatory sanctions, including judicial (criminal and civil) and
administrative actions, for DoD civilian employees and members of the Military Departments.

2.2.6.1. The provisions printed in bold italics in Reference (b) constitute lawful
general orders or regulations within the meaning of Article 92 (section 892 of Reference (g)) of
the UCMIJ, are punitive, and apply without further implementation. In addition to prosecution by
court-martial under the UCMJ, a violation may serve as a basis for adverse administrative action
and other adverse action authorized by U.S.C. or Federal regulations. In addition, violation of
any provision in Reference (b) may constitute the UCMJ offense of dereliction of duty or other
applicable punitive articles.

2.2.6.2. Violation of any provision in Reference (b) by DoD civilian employees may

result in appropriate ¢riminal prosecution, civil judicial action, disciplinary or adverse
administrative action, or other administrative action authorized by U.5.C. or Federal regulations.

3. DEFINITIONS

Terms used in this Directive are defined in Reference (b).

4. POLICY

It is Dol policy thay

4.1. DoD Agencies shall administer and maintain a comprehensive Agency ethics program,
ensure compliance with References (b) through (m), and ensure that all organizations within their
jurisdiction administer and maintain a comprehensive ethics program.

4.2. No DoD» Agency shall issue directives, regulations, or other similar documents that
implement, supplemeént, restrict, or modify this Directive or Reference (b) without approval of
the General Counsel of the Department of Defense (GC, DaD),

4.3, DoD personnel shall perform their official duties lawfully and comply with the highest
ethical standards.

4.4. Unless specifically prohibited, DoD» personnel may delegate in writing any authority
delegated or assigned to them in this Directive or in References (b) or (c).

4.5. A violation of this Diréctive or of References (b) or (¢) doés not eréaté any right or

benefit, substantive or procedural, enforceable at law by any person against the United States, its
agencies, its officers or employees, or any other person.
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4.6, Enlisted members of the Armed Forces, including Title 32 National Guard Members,
shall be considered SGEs to the same extent that military officers are considered SGEs in
accordance with section 202 of Reference (h).

5. RESPONSIBILITIES
5.1, The GC, DoD, shall:

5.1.1. Ensure that appropriate updates, modifications, additions, and deletions are made
to Reference (b) and section 3601 of Reference ().

5.1.2. Serve as the approval authority for DoD Agency documents issued pursuant to
paragraph 4.2,

5.2, The Heads of the DoD) Agencies shall:

5.2.1. Ensure that the Agency ethics program is maintained and that References (b) and
() are followed within their Agencies.

5.22. Appoint the Agency DAEQ and Alternate DAEQ.

5.2.3. Ensure that the DoD Agency DAEO resolves any inconsistencies among
applicable regulations in matters of ethics and standards of conduct.

5.2.4. Ensure that sufficient resources are provided for the DAEO to execute an effective
Agency ethics program.

5.2.5. Ensure that the Agency (including all DoD Component commands or
organizations, as this term is defined in subsection 1-219 of Reference (b)) does not issue
directives, regulations, or other similar documents that implement, supplement, restrict, or
modify this Directive or References (b) or () without the approval of the GC, DoD,

shall ensure that:

5.3.1. Position and billet descriptions of Dol Component command or organization
personnel indicate whether financial disclosure report filing is required as a condition of
employment, and if so, which report is required.

5.3.2. Ethics training is conducted as required within the DoD Component command or
organization.

5.3.3. DoD Component command or organization personnel file required financial
disclosure reports in a timely manner.
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5.4, The General Counsel of each Dol Agency shall serve as the DoD Agency DAEQ
unless the Head of the Agency appoints another person.

6. EFFECTIVE DATE

This Directive is effective immediately.
Robert M. Gates 8

Enclosure
El. References, continued
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El. ENCLOSURE 1

REFERENCES, continued

Public Law 95-521, “Ethics in Government Act of 1978," October 26, 1978, as amended

Sections 3326 and 3374 of title 5, United States Code

Sections 801-940 and 1060 of title 10, United States Code

Sections 202, 203, 205, 207-209, and 219 of title 18, United States Code

Section 1353 of title 31, United States Code

Section 908 of title 37, United States Code

Section 423 of title 41, United States Code

l‘od:ml Acquisition F.i:guluuun. subsection 3. 104-6, “Disqualification,” of part 3,
Business Practices and Personal Conflicts of Interest,” current edition

Title 41, Code of Federal Regulations, Chapter 304

6 ENCLOSURE 1
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SECRETARY OF DEFENSE
1000 DEFEMSE PENTAGON
WASHINGTON, DC 20301-1000

FEB 122016

MEMORANDUM FOR: SEE DISTRIBUTION
SUBJECT: Leader-Led, Values-Based Ethics Engagement

Integrity and public confidence in Department of Defense activities and in its people are
indispensable to mission success. As such, | have continued to make ethics and values-based
decision-making a priority. This involves more than rules-based compliance, although such
compliance is imperative. Implementing values-based decision-making from the 1op down will
foster a culture of ethics and promote accountability, respect and transparcncy throughout the
Department. :

To this end, [ expeet leaders at every level of the Department to engage personally with
their subordinates in both formal and informal discussions about values-based decision-making,
Our personnel, at all levels, should carefully consider the Depariment’s primary ethical values
set forth in Chapter 12 of the Joint Ethics Regulation, Dol) 5500.07-R, and applicable
organizational values, when making decisions as part of their official duties. These values
include, among others, honesty, integrity, loyalty, accountability for actions and decisions,
fairness and impartiality. respect, and responsible citizenship. Importantly, this engagement
must begin with top leaders and cascade down to each subordinate organization’s leader.
Leaders at all levels must foster a culture of ethics within their organizations by setting the
example in their own conduct and by making values-based decision-making central to all aspects
of the Department’s activities. | understand that many of you already have programs in place to
ensure this is happening within your organizations. As leaders, you are in the best position to
determine the optimal means for implementing this engagement effort within your respective
organizations and 1o instill the importance of ethics and values-based decision-making within
your subordinate leaders. This should be viewed as a continuing engagement rather than a one-
time effort,

I have the greatest confidence in you as leaders of the Department. 1 believe that our

dedication to ethics and values-based decision making will continue to inspire public confidence
in the Depantment of Defense and its people.

(Gt

DSDU'I&!?‘-" TAICMD0 B8RS

ce:
Deputy Secretary of Defense
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