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ABSTRACT

The presence of written codes of ethics is becoming prolific around the world and appears to be making executives take ethics seriously (Kapstein, 2001). Ethical effectiveness has become important as evidenced by conferences such as “The Ethics of Good Business” (Dean & Malhotra, 2001), which address perceived social and environmental ethical questions. But do codes of ethics and perceived ethical effectiveness affect the “bottom line” in the short-term and the long-term? And does the combination of short-term and long-term, ethics-based success enhance a company’s reputation? Using seven waves of data from surveys of professional accountants, this study offers empirical evidence that the presence of a written code of ethics and ethical effectiveness do foster success and a positive organizational reputation.

INTRODUCTION

Written codes of ethics are becoming prolific around the world and appear to be making executives take ethics seriously (Kapstein, 2001). Sudhir and Murthy (2001) suggest that the development of appropriate ethical standards offer one path for the resolution of ethical issues.  But are these words enough to assure success in the short-term? In the long term? And do they enhance corporate reputation?


Sudhir and Murthy identify a second path for the resolution of ethical issues. This path emphasizes “the process of developing ethical standards rather than the standards themselves.” In other words, the actions that are taken in developing the standards are important(and those actions must be conducted effectively. This process of effectiveness in ethical actions has become increasingly important as evidenced by conferences such as “The Ethics of Good Business” (Dean & Malhotra, 2001), which address perceived social and environmental ethical questions. In addition, a review of the Dalai Lama’s Ethics for a New Millennium (Verschoor, 2001) argues for the utility of “an ethical system based on common sense and reason, tackling society level ethical problems in the same way as an individual’s problems.” Thus, the actions of ethical effectiveness are more powerful than the words of codes of ethics. Sudhir and Murthy (2001) see this ethical dimension as “essentially challenging businesses to transform themselves and their people at a very fundamental level in order to evolve continuously to higher levels of perfection.” Does such ethical effectiveness help create opportunities for success in the short term? In the long term? Are these actions louder than words in enhancing corporate reputation? 


An affirmative answer to these questions seems to be a logical choice(particularly when ethics, success, and reputation are viewed within the context of corporate stakeholders. The concept of stakeholder(that is, anyone with a legitimate, vested interest in the success and survival of a given organization(has a rich history relative to the study of various business phenomena (McCuddy, Reichardt, & Schroeder, 1997). For example, in a survey conducted in the 1960s, more than 80 percent of a large sample of corporate executives indicated that ethical executives should act in the interests of shareholders, employees, and customers (Baumhart, 1968). Stakeholder thinking also has been explicit or implicit in the academic study of many business​ phenomena, including but not limited to corporate social performance (Aupperle, Carroll, & Hatfield, 1985;  Clarkson, 1995; Cochran & Wood, 1984; Conine & Madden, 1986; Gatewood & Carroll, 1991; McGuire, Sundgren, & Schneeweis, 1988; Preston & Sapienza, 1990; Preston, Sapienza, & Miller, 1991; Swanson, 1995), corporate governance (Freeman & Reed, 1983), environmental issues (Dooley & Lerner, 1994; Shrivastava, 1995), and business strategy (Dooley & Lerner, 1994; Wheelen & Hunger, 1986).


A stakeholder perspective has important implications for a corporation’s ethics, success, and reputation. By definition, business ethics can be grounded in the stakeholder concept(it may be defined as “fairness in responding to the interests of and in managing relationships with the organization’s various stakeholders” (McCuddy, Reichardt, & Schroeder, 1996a). Thus, the nature and extent of a firm’s ethics revolves around fair treatment of stakeholders. One might suggest that stakeholders would tend to be treated more fairly when (a) the firm has a code of ethics to guide organization members’ behavior, and (b) the firm effectively implements its code of ethics. One would assume that companies that treat stakeholders more fairly would have more favorable reputations among the various stakeholder groups and with the public at large. Further, by operating ethically a firm should be able to enhance its reputation since reputation is created by the collective judgements of various publics (Fombrun & Shanley, 1990).


A firm’s success may also be related to its ethics in dealing with stakeholders and may impact corporate reputation. Previous work has shown that having an ethics code and being effective in conducting activities in an ethical manner are both positively related to short-term and long-term success and profitability (McCuddy, Reichardt, & Schroeder, 1996a). Additionally, corporate success may be linked to the reputation the company has earned regarding its treatment of stakeholders. Logsdon and Wartick (1995) have observed that reputation is correlated with some types of corporate performance, including employee relations, consumer relations, and financial performance. For example, community and environmental responsibility, one of the criteria used in Fortune’s annual survey of corporate reputations, has been linked to corporate financial performance, but with mixed results (Aupperle, Carroll, & Hatfield, 1985; Cochran & Wood, 1984; Gatewood & Carroll, 1991; McGuire, Sundgren, & Schneeweis, 1988; Ullmann, 1985).  Studies that have used stock-market-based measures of financial performance have found inconsistent but generally non-supportive results for a positive relationship between financial performance and corporate reputations for social performance (Alexander & Bucholtz; Moskowitz, 1972; Vance, 1975). However, studies that have used accounting-based measures of financial performance have produced somewhat inconsistent but generally supportive results for a positive relationship (Aupperle et al., 1985; Bowman & Haire, 1975; Bragdon & Marlin, 1972; Brown, 1987; Cochran & Wood, 1984; Parket & Eibert, 1975; Sturdivant & Ginter, 1977). Other studies that included both accounting-based and stock-market-based measures of financial performance also produced mixed results. McGuire et al. (1988) found that, with both types of measures, a corporate reputation for social responsibility was more closely related to a firm’s previous financial performance than to its subsequent financial performance. However, when concurrent performance was considered, the accounting-based measures of financial performance but not the stock-market-based measures were related to corporate reputations for social performance. More recently, Simerly (1992) found that corporate social performance was more closely linked to stock-market-based measures of financial performance than to accounting-based measures of financial performance.


On balance, the studies of corporate social performance and corporate financial performance have been inconclusive. A positive relationship between corporate social performance and corporate financial performance has yet to be definitively established (Gatewood & Carroll, 1991). Yet, there is nonetheless an intuitive appeal to a positive linkage between corporate success and corporate reputations.

RESEARCH PROPOSITIONS


Based upon the foregoing review and analysis of the literature, we offer the following research propositions.

Proposition 1a:
Companies that have a written code of ethics to guide employees will have greater success in the short term than those companies that do not have a written code of ethics.

Proposition 1b:
Companies that have a written code of ethics to guide employees will have greater success in the long term than those companies that do not have a written code of ethics.

Proposition 2a:
Companies that are more effective in handling their ethical activities will have greater success in the short term than those companies that handle their ethical activities less effectively.

Proposition 2b:
Companies that are more effective in handling their ethical activities will have greater success in the long term than those companies that handle their ethical activities less effectively.

Proposition 3a:
In comparison to the presence of a written code of ethics, the effective handling of ethical activities will have a greater impact on short-term organizational success.

Proposition 3b:
In comparison to the presence of a written code of ethics, the effective handling of ethical activities will have a greater impact on long-term organizational success.

Proposition 4:
Companies that have a written code of ethics to guide employees will have a more favorable reputation than those companies that do not have a written code of ethics.

Proposition 5:
Companies that are more effective in handling their ethical activities will have a more favorable reputation than those companies that handle their ethical activities less effectively.

Proposition 6:
In comparison to the presence of a written code of ethics, the effective handling of ethical activities will have a greater impact on companies’ reputations.

Proposition 7:
Companies that have greater success in the short term will have a more favorable reputation than those companies that are less successful in the short term.

Proposition 8:
Companies that have greater success in the long term will have a more favorable reputation than those companies that are less successful in the long term.

Proposition 9a:
The relationships proposed in the previous six propositions are so fundamental that they will remain invariant across different industries.

Proposition 9b:
The relationships proposed in the previous six propositions are so fundamental that they will remain invariant across different business structures.

METHODOLOGY

This study is based on seven waves of data(1994 through 2000(from an annual salary survey of members of the Institute of Management Accountants (IMA). In addition to the salary and compensation issues that constitute the majority of the survey questions and which are published annually in Strategic Finance (and its predecessor, Management Accounting),
 the respondents were asked several questions concerning their satisfaction with various aspects of their jobs; their on-the-job experiences with various ethical practices and issues; and their perceptions of the employing organizations’ success, profitability, and reputation. Data on these additional questions have not been published in the annual salary survey article.
 An earlier conference paper (McCuddy, Reichardt, & Schroeder, 1997), based on some of the additional data from the 1994 and 1995 surveys, presented ideas upon which this paper builds. However, none of the additional data from the 1996 through 2000 surveys have been presented or published, nor has the specific set of propositions being explored in this paper been addressed.

Justification for Sample

The sample population that was employed in this study––members of the Institute of Management Accountants (IMA)––can be considered relevant for a number of reasons. First, IMA members are familiar with ethical codes of conduct. In order to join and continue membership in the IMA, members must agree to comply with the Standards of Ethical Conduct for Management Accountants—the IMA’s own code of ethics that has been in place for the entire IMA membership since 1983. In addition, many of the members who responded to this survey hold professional certifications, meaning that they have a code of ethics with which they must comply as a condition of their certification (e.g., all CPAs must comply with the AICPA’s Code of Ethics; all IMA members holding the CMA and/or CFM must comply with the aforementioned Standards of Ethical Conduct for Management Accountants). Furthermore, many of the respondents to this study are employed by organizations that have codes of conduct or ethics codes with which they are expected to comply.

Respondents in this study were asked to evaluate whether their employer was successful in the immediate short term (immediate past two years) and long term (ten years), using such factors as productivity, profitability, sales volume, asset utilization, quality, market position, and growth (sales, market share, and/or profits). The IMA membership is composed of a wide range of professionals who serve their employers in various capacities, starting with entry level positions in accounting and finance and progressing through the management ranks to CFOs and CEOs in industry and partners in CPA firms. However, the common bond in the membership, regardless of their current position or rank with their current employer, is that most, if not all, of the membership has or has had an accounting or finance background. This means that these individuals have been preparing financial information to be used in managing operations, have been using financial information to manage operations or set a course of action for an organization, or have been evaluating financial information presented to the general public to determine if it is fair and consistent. Therefore, a second reason for using a sample of the IMA membership for this study is due to their background and daily activities in dealing with accounting and financial management—these individuals are very knowledgeable as to what is meant by short-term and long-term success.  

When one considers the IMA members’ background and understanding of accounting and finance, their use of accounting information in their work, and their knowledge of and requirement to comply with ethical codes, these individuals have an inherent understanding and perception of many of the factors that influence and comprise an organization’s reputation.  Therefore, having an understanding of the components that affect reputation provides a third justification for using the IMA membership for this study.

Further justification and confirmation for using the IMA membership can be based on a study by D’Aquila (2001) that looked into the “Financial Accountants’ Perceptions of Management’s Ethical Standards.” This author also used accountants (i.e., 400 CPAs in private industry) in her study due to their accounting background and knowledge as well as their familiarity with ethical standards.

Sampling Procedure

In November or December of each year, a questionnaire packet was mailed to a different random sample of members of the Institute of Management Accountants (IMA). Each random sample was selected geographically to represent IMA members who were employed in the United States. The questionnaire packet included the survey, a return envelope, and a separate postcard to indicate return of the survey. A follow-up survey was sent a few weeks after the initial mailing to those who had not returned the reply postcard from the first mailing.


Table 1 identifies the number of IMA members who received surveys in each year. Table 1 also identifies the number of usable questionnaires and the percent usable for each year.

TABLE 1: Number of Surveys Distributed and Returned for Each Survey Year

	Survey Year
	Number of

Questionnaires Mailed
	Number of 

Usable Responses 
	Percent Usable

	1994
	4,800
	2,116
	44.1%

	1995
	4,800
	2,152
	44.8%

	1996
	5,134
	2,105
	41.0%

	1997
	4,909
	1,963
	40.0%

	1998
	5,163
	2,114
	40.9%

	1999
	5,001
	1,913
	38.3%

	2000
	4,769
	1,777
	37.3%


Measurement of Variables 

Code of Ethics


Respondents were asked to indicate whether their employers provided a code of ethics to guide employees in operational activities and in relationships with vendors, customers, clients, and/or other employees. Response categories were: don’t know, no, and yes. Respondents who were unsure of the existence of an ethics code in their employing organizations were eliminated from the data analysis. The “no” and “yes” responses were coded as a dummy variable  (0 = no; 1 = yes), thus permitting the code of ethics variables to be treated as an interval variable. 

Ethical Effectiveness


Ethical effectiveness was a composite of responses to seven survey items. The respondents were asked to indicate how effective their employers were with respect to seven different management and operational practices that had ethical implications. The seven ethical practices were: communicating the organization’s ethical standards; providing training in the organization’s ethical standards; conducting daily operations in a manner consistent with its ethical standards; gaining employee commitment to the organization’s ethical standards; considering ethical standards in making short-range decisions; considering ethical standards in making long-range decisions; and supporting and rewarding ethical actions. Responses were based on a six-point scale that was designed using Bass, Cascio, and O’Connor’s (1974) method for approximating an interval level of measurement. The scale labels were: 1 = ineffective; 2 = effective to some degree; 3 = fairly effective; 4 = very effective; 5 = almost completely effective; and 6 = entirely effective. 

The ethical effectiveness score represented the average of the responses to the seven effectiveness items. A higher score indicated that, based on the respondent’s experience, his/her employing organization was more effective in managing its activities in an ethical fashion. The reliability (or accuracy) of the ethical effectiveness measure was determined with coefficient alpha, which was .949. This compared very favorably to Nunnally’s (1978) recommended minimum of .80. Thus, there was a very high degree of internal consistency (or homogeneity) among the seven items in the ethical effectiveness measure. 

Company Success


Company success was assessed with two measures: short-term success and long-term success. The respondents were asked two questions regarding their employing organization’s magnitude of success. The questions were:

· Compared to firms your size in your industry, how successful do you believe your employer has been in the immediate short term?

· Compared to firms your size in your industry, how successful do you believe your employer has been in the long term (last ten years)?

Responses to these questions were based on a four-point scale that was developed using the Bass et al. (1974) method for approximating an interval measure. The scale labels were: 1 = not successful; 2 = somewhat successful; 3 = very successful; and 4 = extremely successful.

Company Reputation


Company reputation was determined using an adaptation of the eight reputational attributes upon which Fortune magazine’s annual survey of corporate reputations is based. Respondents were asked to rate their company’s reputation on the following eight attributes: quality of management; financial soundness; quality of products or services; ability to attract, develop, and keep talented people; use of corporate assets; value as long-term investment; innovativeness; and community and environmental responsibility. Respondents used an 11-point scale, ranging from 0 to 10, with the opposing end-points respectively anchored with the labels “poor” and “excellent”. 

A company reputation score was developed by computing the average of the responses on the eight attributes. A higher score indicated that, based on the respondent’s perception, his/her employing organization had a more favorable reputation. Coefficient alpha for the company reputation variable was .862, thereby reflecting a very high degree of internal measurement consistency. 

Contextual Factors


Two contextual factors––industry type and business structure––were used in this study. Both contextual factors were nominal (or categorical) variables.

Industry type reflected producers of goods versus providers of services. Producers of goods included the Standard Industrial Classification (SIC) categories of agriculture, forestry, and fisheries; mining; contract construction; and manufacturing. Producers of services included the SIC categories of transportation, communications, and utility services; wholesale and retail trade; finance, insurance, and real estate; and services other than education.

The categories of the business structure variable were: small, single-site businesses; large, single-site businesses; small, multi-site businesses; large, multi-site businesses; and mixed multi-site businesses. The business structure variable reflects a combination of responses to two questions. One question asked the respondents to identify the size of their work location in terms of number of employees. The other question focused on the number of people employed in the entire organization, including all its branches, divisions, and subsidiaries. The definitions of each level of the business structure variable were as follows:

· Small, single-site businesses: both location size and organization size fall in one of the following categories––less than 10; 10 to 24; 25 to 99; and 100 to 499.

· Large, single-site businesses: both location size and organization size fall in one of the following categories––500 to 999; 1,000 to 2,499; 2,500 to 4,999; and 5,000 or more.

· Small, multi-site businesses: location size is at least one category size smaller than organization size within the following group of categories––less than 10; 10 to 24; 25 to 99; and 100 to 499.

· Large, multi-site businesses: location size is at least one category size smaller than organization size within the following group of categories––500 to 999; 1,000 to 2,499; 2,500 to 4,999; and 5,000 or more.

· Mixed multi-site businesses: location size falls within one of the following smaller size categories––less than 10; 10 to 24; 25 to 99; 100 to 499; or 500 to 999––and organization size falls within one of the larger size categories––1,000 to 2,499; 2,500 to 4,999; or 5,000 or more.

Method of Analysis


Eight sets of multiple regression equations were developed and analyzed. Each set contained the following three equations:

Short-Term Success = f (Code of Ethics, Ethical Effectiveness)

Long-Term Success = f (Code of Ethics, Ethical Effectiveness)

Company Reputation = f (Code of Ethics, Ethical Effectiveness, Short-Term Success, Long-Term Success)


The eight sets of equations covered the following breakdown: 

· The entire data set.

· The data set subdivided according to producers of goods versus providers of services.

· The data set broken according to business structure (small, single-site businesses; large, single-site businesses; small, multi-site businesses; large, multi-site businesses; and mixed, multi-site businesses).

The regression equations were examined for overall significance and the individual predictors were examined to determine which ones made significant contributions to the equations and which ones did not. The “part correlations” were compared to determine the relative importance of the independent variables in the significant equations. Squaring the part correlation provides a measure that reflects the increase in R2 when a variable is added to an equation containing other independent variables (Norušis, 1990, B-94 and B-95). Thus, the magnitude of the part correlation provides an indication of which variable is most important, which one is second most important, and so on. 

RESULTS

Characteristics of the Sample

The sample used in this study was confined to those respondents who, on the basis of SIC codes, identified themselves as being employed by businesses. Respondents from three SIC categories were excluded from this study. Educational services and government were excluded since most educational services and all governmental organizations are not-for-profit organizations. The SIC code of “employer was non-classifiable” was excluded because it could not be categorized as either “producers of goods” or “providers of service” nor could it be determined if this category was a profit generating or not-for-profit organization. Table 2 shows the number of respondents in each of the business-related SIC categories.
TABLE 2: Employing Firms of Respondents Categorized

According to SIC Area

	Standard Industry Classification
	Number of 

Respondents

	Agriculture, Forestry, and Fisheries
	180

	Mining
	120

	Contract Construction
	323

	Manufacturing
	5,006

	Transportation, Communications, Utility Services
	1,011

	Wholesale and Retail Trade
	933

	Finance, Insurance, and Real Estate
	1,301

	Services Other than Education
	1,999

	
	

	TOTAL
	10,873



Table 3 identifies the number of respondents included in our sample for each survey year, consolidated across all of the SIC categories shown in Table 2. Some of the multiple regression equations are based on fewer than 10,873 observations because of listwise deletion of missing data.

TABLE 3: Number of Respondents for

Each Survey Year

	Survey Year
	Number of Respondents

	1994
	  1,591

	1995
	  1,580

	1996
	  1,516

	1997
	  1,439

	1998
	  1,721

	1999
	  1,611

	2000
	  1,415

	
	

	TOTAL
	10,873


Table 4 describes the geographic distribution of the sample. The proportion of respondents in each region accurately reflected the proportion of IMA membership located in each region. These data also demonstrated the truly national character of the randomly selected samples.

TABLE 4: Geographic Location of Respondents

	Region of United States
	Number of 

Respondents

	Northeast: Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, and Vermont
	839

	Mid-Atlantic: Delaware, District of Columbia, Maryland, New Jersey, New York, Pennsylvania, Virginia, and West Virginia
	1,982

	South: Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina, and Tennessee
	2,068

	Midwest: Illinois, Indiana, Iowa, Michigan, Minnesota, Missouri, Ohio, and Wisconsin
	3,274

	Plains: Kansas, Nebraska, North Dakota, Oklahoma, South Dakota, and Texas
	752

	Mountain: Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, and Wyoming
	488

	West Coast: Alaska, California, Hawaii, Oregon, and Washington
	1,278

	
	

	Missing: Respondent Did Not Indicate Region
	192

	
	

	TOTAL
	10,873


Table 5 describes relevant demographic characteristics of the sample. These characteristics include age, gender, the respondents’ highest level of educational attainment, the respondents’ professional certification(s), and number of years employed in the current field, in the current position, and with the current employer. These demographics show that the respondents were well-seasoned accounting professionals(they were well-educated, the majority had a least one professional certification, and they had several years of experience in their field and with their current employer. These data provide support for the argument that IMA members are particularly well suited to assess their employers’ ethics, success, and reputation.

TABLE 5: Demographic Characteristics of Respondents

	Demographic Characteristics
	Average or Frequency

	Average Age (in Years)
	40.37

	
	

	Gender:
	

	
Number of Females
	3,210

	
Number of Male
	7,652

	
	

	Highest Level of Educational Attainment:
	

	
Number With Less Than a Baccalaureate Degree
	236

	
Number With a Baccalaureate Degree
	6,468

	
Number With a Masters Degree
	4,101

	
Number with a DBA or Ph.D.
	50

	
	

	Professional Designation(s) or License(s)
	

	
Number With No Professional Certification
	4,532

	
Number Possessing CMA Only
	1,883

	
Number Possessing CPA Only
	2,491

	
Number Possessing Both CMA and CPA
	1,484

	
Number Possessing Certification Other Than 
CMA or CPA
	293

	
	

	Number of Years Employed in Current Field of Work
	12.40

	
	

	Number of Years Employed in Current Position
	3.72

	
	

	Number of Years Working for Current Employer
	7.72


Results of Multiple Regression Analyses

Equations for the Entire Data Set 


Table 6 contains the results for the three regression equations that were developed for the entire data set. Code of ethics and ethical effectiveness were significant predictors for both short-term success and long-term success. The amount of variance that these two variables explained in organizational success was modest as indicated by the Multiple R2 (.073 for short-term success and .060 for long-term success). However, as will be discussed more fully later in the paper, being able to explain six or seven percent of the variance in organizational success with two ethics variables(given all of the other factors that can influence success(is indeed encouraging. In both equations, ethical effectiveness was the more important independent variable, as indicated by the part correlations.


When company reputation was the dependent variable, all four independent variables were significant predictors. Ethical effectiveness was the most important variable, short-term success the second most important variable, long-term success the third most important variable, and code of ethics the least important variable. Collectively, these variables explained almost 50 percent of the variation in company reputation.

TABLE 6: Results of Regression Analysis for Entire Data Set

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.07541
	4.711
	.0000
	.083
	.045
	.046
	F = 403.35 with df1 = 2 and df2 = 10243
	.0000
	.073

	
	Ethical Effectiveness
	.17687
	27.022
	.0000
	.266
	.257
	.258
	
	
	

	
	(Constant)
	 2.02799
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.03700
	2.346
	.0149
	.058
	.023
	.024
	F = 324.04 with df1 = 2 and df2 = 10136
	.0000
	.060

	
	Ethical Effectiveness
	.15367
	24.724
	.0000
	.244
	.238
	.238
	
	
	

	
	(Constant)
	 2.19107
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.05484
	2.154
	.0312
	.114
	.016
	.022
	F = 2321.15 with df1 = 4 and df2 = 9568
	.0000
	.493

	
	Ethical Effectiveness
	.61576
	56.481
	.0000
	.564
	.411
	.500
	
	
	

	
	Short-Term Success
	 .59212
	31.361
	.0000
	.524
	.228
	.305
	
	
	

	
	Long-Term Success
	.44660
	22.369
	.0000
	.477
	.163
	.223
	
	
	

	
	(Constant)
	 1.87717
	
	
	
	
	
	
	
	


Equations for the Data Set Subdivided According to Industry Type 


The sets of regression equations for producers of goods are presented in Table 7 while the ones for providers of services are addressed in Table 8.


As shown in Table 7, code of ethics was a significant predictor of short-term success but not of long-term success, while ethical effectiveness was a significant predictor of both short-term and long-term success. Ethical effectiveness was the more important variable when code of ethics was also a significant predictor. Multiple R2 for the short-term success equation was .065 whereas it was .052 for the long-term success equation. When company reputation was the dependent variable, code of ethics was not a significant predictor. The other three independent variables were significant predictors, with ethical effectiveness being the most important variable, short-term success the second most important, and long-term success the third most important. Multiple R2 for this equation was .493, meaning that these variables explained just under 50 percent of the variation in company reputation.


The results in Table 8 for providers of services depart relatively slightly from those found with producers of goods. The results were identical to those presented in Table 7 when the two success measures were the dependent variables. In addition, multiple R2 was .075 for the short-term success equation and .060 for the long-term success equation. In slight contrast to the results reported in Table 7, however, when company reputation was the dependent variable, all four independent variables were significant predictors, collectively explaining 48.6 percent of the variance in reputation. The order of importance of the predictor variables, based on the part correlations, was ethical effectiveness, short-term success, long-term success, and code of ethics.

TABLE 7: Results of Regression Analysis for Producers of Goods

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.04719
	2.081
	.0375
	.072
	.028
	.029
	F = 183.50 with df1 = 2 and df2 = 5318
	.0000
	.065

	
	Ethical Effectiveness
	.17550
	18.366
	.0000
	.252
	.244
	.244
	
	
	

	
	(Constant)
	 2.00785
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.03347
	1.587
	.1126
	.061
	.021
	.021
	F = 145.53 with df1 = 2 and df2 = 5280
	.0000
	.052

	
	Ethical Effectiveness
	.14603
	16.435
	.0000
	.228
	.220
	.221
	
	
	

	
	(Constant)
	 2.16903
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.03288
	.936
	.3495
	.118
	.009
	.013
	F = 1217.60 with df1 = 4 and df2 = 5016
	.0000
	.493

	
	Ethical Effectiveness
	.59467
	38.558
	.0000
	.541
	.388
	.478
	
	
	

	
	Short-Term Success
	 .65508
	26.232
	.0000
	.540
	.264
	.347
	
	
	

	
	Long-Term Success
	.44777
	16.606
	.0000
	.476
	.167
	.223
	
	
	

	
	(Constant)
	 1.80038
	
	
	
	
	
	
	
	


TABLE 8: Results of Regression Analysis for Providers of Services

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.10642
	4.725
	.0000
	.094
	.065
	.067
	F = 200.93 with df1 = 2 and df2 = 4922
	.0000
	.075

	
	Ethical Effectiveness
	.17056
	18.835
	.0000
	.267
	.258
	.259
	
	
	

	
	(Constant)
	 2.07643
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.04262
	1.954
	.0508
	.054
	.027
	.028
	F = 155.78 with df1 = 2 and df2 = 4853
	.0000
	.060

	
	Ethical Effectiveness
	.15128
	17.225
	.0000
	.244
	.240
	.240
	
	
	

	
	(Constant)
	 2.24970
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.08618
	2.334
	.0197
	.108
	.025
	.035
	F = 1076.83 with df1 = 4 and df2 = 4547
	.0000
	.486

	
	Ethical Effectiveness
	.64042
	41.233
	.0000
	.580
	.438
	.522
	
	
	

	
	Short-Term Success
	 .51119
	17.739
	.0000
	.497
	.189
	.254
	
	
	

	
	Long-Term Success
	.44777
	15.307
	.0000
	.469
	.163
	.222
	
	
	

	
	(Constant)
	 1.95760
	
	
	
	
	
	
	
	


Equations for the Data Set Subdivided According to Business Structure


Tables 9 through 13 present the regression analysis results when the data set is subdivided according to business structure. One table is allocated to the results for each type of business structure.

Identical results were found for small, single-site businesses (see table 9); large, single-site businesses (see Table 10); and small, multi-site businesses (see Table 11). Code of ethics was not a significant predictor of either short-term success or long-term success whereas ethical effectiveness was a significant predictor of both short-term success and long-term success. Multiple R2 for the equations with either short-term success or long-term success as the dependent variable ranged from .038 to .073, with the figure for short-term success being consistently higher than the figure for long-term success. In examining the third equation in each table, code of ethics was not a significant predictor of company reputation but ethical effectiveness, short-term success, and long-term success were. The order of importance of these three predictors duplicated that of the preceding analyses. Between 45.0 percent and 50.9 percent of the variance in company reputation was explained by the variables in the third equation for each of the business structures covered in Tables 9 through 11.


The pattern of results that were discovered for large, multi-site businesses (see Table 12) and mixed, multi-site businesses (see table 13) were identical to each other but slightly different from those found with the other three business structures. Code of ethics was a significant predictor of short-term success but not of long-term success. Ethical effectiveness was a significant predictor of both short-term success and long-term success, and was the more important predictor when code of ethics was also a significant predictor. Multiple R2 for the short-term success equation and the long-term success equation, respectively, were .065 and .055 for large, multi-site businesses and .094 and .071 for mixed, multi-site businesses. When company reputation was the dependent variable, code of ethics was not a significant predictor for large, multi-site businesses but was a significant predictor for mixed multi-site businesses. Ethical effectiveness, short-term success, and long-term success were significant predictors of company reputation for both large, multi-site businesses and mixed, multi-site businesses, and the order of their importance was identical to that of the preceding analyses. Multiple R2 was .477 for the company reputation equation in the large, multi-site business data set, and .502 for the same equation in the mixed, multi-site data set.

TABLE 9: Results of Regression Analysis for Small, Single-Site Businesses

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.02605
	.874
	.3821
	.050
	.016
	.016
	F = 90.13 with df1 = 2 and df2 = 2812
	.0000
	.060

	
	Ethical Effectiveness
	.15329
	13.140
	.0000
	.245
	.240
	.240
	
	
	

	
	(Constant)
	 2.07110
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	-.02038
	-.710
	.4779
	.021
	-.013
	-.014
	F = 80.23 with df1 = 2 and df2 = 2752
	.0000
	.055

	
	Ethical Effectiveness
	.14210
	12.617
	.0000
	.243
	.234
	.234
	
	
	

	
	(Constant)
	 2.24970
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.05705
	1.110
	.2672
	.098
	.015
	.022
	F = 666.99 with df1 = 4 and df2 = 2572
	.0000
	.509

	
	Ethical Effectiveness
	.69449
	32.998
	.0000
	.596
	.456
	.545
	
	
	

	
	Short-Term Success
	 .60062
	15.147
	.0000
	.502
	.209
	.286
	
	
	

	
	Long-Term Success
	.46619
	11.239
	.0000
	.465
	.155
	.216
	
	
	

	
	(Constant)
	 1.59679
	
	
	
	
	
	
	
	


TABLE 10: Results of Regression Analysis for Large, Single-Site Businesses

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.01587
	.297
	.7666
	.042
	.009
	.009
	F = 25.55 with df1 = 2 and df2 = 986
	.0000
	.049

	
	Ethical Effectiveness
	.15348
	7.019
	.0000
	.222
	.218
	.218
	
	
	

	
	(Constant)
	 2.20403
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.04271
	.835
	.4037
	.054
	.026
	.027
	F = 19.41 with df1 = 2 and df2 = 981
	.0000
	.038

	
	Ethical Effectiveness
	.12504
	5.987
	.0000
	.193
	.187
	.188
	
	
	

	
	(Constant)
	 2.33230
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.10210
	1.283
	.1998
	.126
	.030
	.042
	F = 213.39 with df1 = 4 and df2 = 921
	.0000
	.481

	
	Ethical Effectiveness
	.57884
	17.137
	.0000
	.546
	.407
	.492
	
	
	

	
	Short-Term Success
	 .56151
	10.121
	.0000
	.510
	.240
	.316
	
	
	

	
	Long-Term Success
	.43155
	12.048
	.0000
	.460
	.177
	.239
	
	
	

	
	(Constant)
	 2.12346
	
	
	
	
	
	
	
	


TABLE 11: Results of Regression Analysis for Small, Multi-Site Businesses

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.03450
	.624
	.5330
	.065
	.021
	.022
	F = 31.16 with df1 = 2 and df2 = 795
	.0000
	.073

	
	Ethical Effectiveness
	.17934
	7.663
	.0000
	.269
	.262
	.262
	
	
	

	
	(Constant)
	 2.01874
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.05115
	.970
	.3324
	.064
	.034
	.035
	F = 16.32 with df1 = 2 and df2 = 782
	.0000
	.040

	
	Ethical Effectiveness
	.12080
	5.411
	.0000
	.197
	.190
	.190
	
	
	

	
	(Constant)
	 2.26808
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	-.02966
	-.300
	.7642
	.098
	-.008
	-.011
	F = 147.53 with df1 = 4 and df2 = 721
	.0000
	.450

	
	Ethical Effectiveness
	.66203
	15.094
	.0000
	.554
	.417
	.490
	
	
	

	
	Short-Term Success
	 .57138
	 8.809
	.0000
	.490
	.212
	.275
	
	
	

	
	Long-Term Success
	.45649
	 5.893
	.0000
	.417
	.163
	.214
	
	
	

	
	(Constant)
	 1.87573
	
	
	
	
	
	
	
	


TABLE 12: Results of Regression Analysis for Large, Multi-Site Businesses

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.07417
	2.092
	.0366
	.056
	.042
	.044
	F = 78.00 with df1 = 2 and df2 = 2291
	.0000
	.065

	
	Ethical Effectiveness
	.17794
	12.255
	.0000
	.250
	.248
	.248
	
	
	

	
	(Constant)
	 2.04372
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.00610
	.184
	.8537
	.017
	.004
	.004
	F = 66.62 with df1 = 2 and df2 = 2293
	.0000
	.055

	
	Ethical Effectiveness
	.15593
	11.513
	.0000
	.234
	.234
	.234
	
	
	

	
	(Constant)
	 2.24874
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.05973
	1.137
	.2557
	.058
	.018
	.024
	F = 499.84 with df1 = 4 and df2 = 2193
	.0000
	.477

	
	Ethical Effectiveness
	.55773
	24.919
	.0000
	.527
	.385
	.470
	
	
	

	
	Short-Term Success
	 .57986
	15.761
	.0000
	.526
	.243
	.319
	
	
	

	
	Long-Term Success
	.45982
	11.703
	.0000
	.485
	.181
	.242
	
	
	

	
	(Constant)
	 2.03170
	
	
	
	
	
	
	
	


TABLE 13: Results of Regression Analysis for Mixed, Multi-Site Businesses

	Dependent Variable
	Independent Variables
	B
	t
	Prob.

of t
	Correlations
	ANOVA Results for Equation
	Prob.

of F
	Multiple

 R2

	
	
	
	
	
	Zero 

Order
	Part
	Partial
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Short-Term Success
	Code of Ethics
	.10877
	3.710
	.0002
	.112
	.062
	.066
	F = 165.30 with df1 = 2 and df2 = 3193
	.0000
	.094

	
	Ethical Effectiveness
	.20535
	16.929
	.0000
	.300
	.285
	.287
	
	
	

	
	(Constant)
	 1.93758
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Long-Term Success
	Code of Ethics
	.04373
	1.586
	.1129
	.070
	.027
	.028
	F = 121.30 with df1 = 2 and df2 = 3163
	.0000
	.071

	
	Ethical Effectiveness
	.17169
	15.033
	.0000
	.266
	.258
	.258
	
	
	

	
	(Constant)
	 2.15411
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Company Reputation
	Code of Ethics 
	.10037
	2.220
	.0265
	.142
	.029
	.040
	F = 754.36 with df1 = 4 and df2 = 2999
	.0000
	.502

	
	Ethical Effectiveness
	.58728
	29.777
	.0000
	.559
	.384
	.478
	
	
	

	
	Short-Term Success
	 .61177
	18.570
	.0000
	.552
	.239
	.321
	
	
	

	
	Long-Term Success
	.44259
	12.537
	.0000
	.497
	.162
	.223
	
	
	

	
	(Constant)
	 1.85936
	
	
	
	
	
	
	
	


Summary of Results in Relation to Research Propositions


Table 14 provides a summary of the regression results from Tables 6 through 13. The multiple R2 ranged between .049 and .094 for the short-term success equations, between .038 and .071 for the long-term success equations, and between .450 and .502 for the company reputation equations. Collectively, the results revealed that the regression coefficients for all the significant independent variables in all of the regression equations were positive. These results were consistent with the predictions of propositions 1a, 1b, 2a, 2b, 4, 5, 7, and 8, all of which predicted significant positive relationships. In addition, when both code of ethics and ethical effectiveness were significant predictors in the short-term and long-term success equations, the part correlation for ethical effectiveness ranged from 3 to 10 times larger than the part correlation for code of ethics. Also, when code of ethics and ethical effectiveness were significant predictors in the company reputation equations, the part correlation for ethical effectiveness was between 13 and 26 times as large as the part correlation for code of ethics. These results were consistent with the predictions of propositions 3a, 3b, and 6. Finally, the reasonable similarity of regression results for the industry type and business structure breakdowns relative to the entire data set were consistent with the predictions of propositions 9a and 9b.

TABLE 14: Summary of Regression Results From Tables 7 Through 13

	Dependent Variables
	Entire Data Set
	Industry Type
	Business Structure

	Short-Term Success
	Code of ethics and ethical effectiveness were significant positive predictors, and ethical effectiveness was more important.
	Code of ethics and ethical effectiveness were significant positive predictors, and ethical effectiveness was more important.
	Small, single-site; large, single-site; and small, multi-site businesses: Only ethical effectiveness was a significant positive predictor.

…………….

Large, multi-site and mixed, multi-site businesses: Code of ethics and ethical effectiveness were significant positive predictors, and ethical effectiveness was more important.



	Long-Term Success
	Code of ethics and ethical effectiveness were significant positive predictors, and ethical effectiveness was more important.
	Only ethical effectiveness was a significant positive predictor.
	Only ethical effectiveness was a significant positive predictor.

	Company Reputation
	All four independent variables were significant positive predictors; order of importance was: ethical effectiveness, short-term success, long-term success, and code of ethics.
	Producers of Goods: Ethical effectiveness, short-term success, and long-term success were significant positive predictors, and in that order of importance.

……………………………………………

Providers of Services: All four independent variables were significant positive predictors; order of importance was: ethical effectiveness, short-term success, long-term success, and code of ethics.
	All categories but mixed, multi-site businesses:

Ethical effectiveness, short-term success, and long-term success were significant positive predictors, and in that order of importance.

……………………………………………

Mixed, multi-site businesses: All four independent variables were significant positive predictors; order of importance was: ethical effectiveness, short-term success, long-term success, and code of ethics.


Table 15 provides another summary of the regression analysis results. This table summarizes the results for all the equations from Tables 6 through 13 in terms of their degree of support for the various research propositions. The strongest possible support, in the context of the present research design, was provided for propositions 2a, 2b, 3a, 3b, 5, 6, 7, and 8.  Reasonably strong support existed for propositions 9a and 9b while moderate support occurred for proposition 1a. Propositions 1b and 4 were supported by the entire data set but only the latter propositions enjoyed any support from the analyses across data breakdowns––and this support was limited. 

TABLE 15: Summary Interpretation of Regression Results Relative to Research Propositions

	Proposition
	Summary of Relevant Results
	Degree of Support 

for Proposition

	1a
	Significant positive relationship for code of ethics in 5 of 8 equations.
	Moderate support.

	1b
	Significant positive relationship for code of ethics in 1 of 8 equations (significant relationship found only for entire data set). 
	Supported for entire data set but not for any of the breakdown categories.

	2a
	Significant positive relationship for ethical effectiveness in 8 of 8 equations.
	Strongest possible support.

	2b
	Significant positive relationship for ethical effectiveness in 8 of 8 equations.
	Strongest possible support.

	3a
	Ethical effectiveness more important than code of ethics in 8 of 8 equations.
	Strongest possible support.

	3b
	Ethical effectiveness more important than code of ethics in 8 of 8 equations.
	Strongest possible support.

	4
	Significant positive relationship for code of ethics in 3 of 8 equations.
	Supported for entire data set and for two of the breakdown categories.

	5
	Significant positive relationship for ethical effectiveness in 8 of 8 equations
	Strongest possible support.

	6
	Ethical effectiveness more important than code of ethics in 8 of 8 equations.
	Strongest possible support.

	7
	Significant positive relationship for short-term success in 8 of 8 equations.
	Strongest possible support.

	8
	Significant positive relationship for long-term success in 8 of 8 equations.
	Strongest possible support.

	9a
	Results are quite similar for the producers of goods and providers of services categories, both of which are similar to the results for the entire data set.
	Reasonably Strong support.

	9b
	Results are quite similar across the five business structure categories, which in turn are similar to the results for the entire data set.
	Reasonably Strong support.


DISCUSSION


Overall, the results of this study provide excellent support for the research propositions. For ease of discussion, we will group the results into three categories: (1) predictors of company success, (2) predictors of company reputation, and (3) stability of results across industry type and business structure.

With regard to predictors of company success, moderate support existed for the prediction that companies having a written code of ethics to guide employees tend to experience greater success in both the short term and long term. This was true when all companies were combined together. When companies were broken down by industry type or business structure, this relationship held for both industry type categories and two of the five business structure categories in the short term. In the long term, however, this predicted relationship held only for the entire data. Extremely strong support(both for the entire data set and by industry type and business structure breakdowns(existed for the prediction that companies that were more effective in handling their ethical activities would enjoy greater success, both in the short term and long term. Moreover, the results clearly indicated that being effective in handling ethical activities contributed far more to company success than did having a code of ethics. Thus, with respect to ethics explaining both short-term and long-term success, actions do speak louder than words. 

The amount of variance that an ethics code and ethical effectiveness explain in short-term or long-term success ranged from 3.8 to 9.4 percent, depending on which equation was considered. While this is a small amount of explained variance, particularly given our sample size,
 it is nonetheless encouraging. Organizational success can be influenced by a multitude of factors, including but not limited to having an effective business strategy, having an organizational culture and structure that helps carry out that strategy, possessing a significant competitive advantage, enjoying a significant market share, having a quality product and/or service to sell, having efficient and productive work processes, and having talented employees, among others. To be able to explain from 3.8 to 9.4 percent of the variance in organizational success with ethics variables is no small feat. Given that the margin between success and failure can be quite slim, ethics could be the solution to having the margin fall in the company’s favor.

With respect to predictors of company reputation, even stronger support existed for the notions that a code of ethics, ethical effectiveness, short-term success, and long-term success would be related to reputation. Code of ethics was significant for all the companies taken together and for two breakdowns(providers of services and mixed multi-site businesses. Ethical effectiveness, short-term success, and long-term success were significant for the companies overall and for each of the seven breakdowns. Moreover, ethical effectiveness was more important than code of ethics, as were short-term and long-term success. This provided evidence that actions also speak louder than words with regard to the determination of a company’s reputation. Clearly, operating the business ethically has much more to do with a company’s reputation than does having a code of ethics. Moreover, by being successful in terms of earning profits, penetrating the target market, using assets, being productive, or growing the company, a firm will enhance its reputation. Interestingly, this enhanced reputation might help the firm to become even more successful in the future. 


While we could not test the notion that reputation might influence future success, the notion does seem plausible. Firms with good reputations are probably highly attractive to customers, investors, and employees, among others. Consequently, a company’s reputation would enhance to its ability to attract the kinds of resources that are essential for organizational success. On the other hand, companies with poor reputations are likely to have their reputations work against them. Customers may be turned off, investors may be harder to attract, employees may become more difficult to recruit, and competent employees may be less likely to stay with the firm. Hence, the chances of future organizational success would be diminished.


The question of stability of results across industry type and business structure is the final are of concern. Our results provided reasonably strong support for the proposition that the relationships among code of ethics, ethical effectiveness, short-term success, long-term success, and company reputation would remain invariant with respect to industry type and business structure. Thus, the relationships that we have empirically documented appear to be very fundamental relationships. 

Research Limitations


There are limitations to any study, and this one is no exception. However, limitations do not necessarily negate the results––which is true in this situation. First, the survey is from the IMA membership, meaning that this is not a random sample of companies. Only companies that employ IMA members would be represented. Furthermore, our sample may contain several IMA members from the same company. There is no way to determine if this is the case. Despite these shortcomings, the sample was clearly a random representation of the IMA membership and their employers.


Another possible limitation is that the study asked respondents about their perceptions of their employers. Some critics believe that any perceptual data is suspect, and should therefore be viewed with a jaundiced eye.  However, as we pointed in the “justification of sample” section of the methodology, IMA members are in an excellent position to judge, with reasonable if not considerable accuracy, their firm’s ethical practices, success factors, and reputations.


Another issue to consider is the intermingling of factors that contribute to a company’s success and the attributes upon which its reputation is based. Some of the factors that influence success are asset utilization, quality of management, and quality of products or services. These are also reputational attributes. This issue is related to the final issue of the implied causal sequence for organizational success and reputation. Our propositions suggest that an organization’s success precedes and leads to its reputation. An alternative model could suggest that while an organization’s initial success contributes to the creation of a favorable reputation, that favorable reputation, in turn, may enhance the firm’s chances of success in the future. Thus, when viewed over time, a company’s success and its reputation may become a phenomenon of circular causality. Of course, addressing this issue would require longitudinal data for the same set of respondents. Unfortunately, the required sampling procedures and respondent anonymity for the IMA survey do not permit the collection of longitudinal data.


Clearly, these issues are in need of further research. Nonetheless, the results of our study are robust and provide very strong support for the vast majority of our research propositions.
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� 	Results of the IMA Salary Survey can be found in the June issues of Strategic Finance (Vol. LXXX-LXXXII), June issues of Management Accounting (Vol. LXXII-LXXIX), and the May issue of Management Accounting (Vol. LXXI).





� 	Data from the 1994 and 1995 surveys as well as from earlier survey years have been presented or published in the following outlets: McCuddy, Reichardt, and Schroeder, 1993a, 1993b, 1996a, and 1996b; McCuddy, Schroeder, and Reichardt, 1992; and Reichardt, Schroeder, and McCuddy, 1992.





�	For the 1994 survey, immediate short term referred to 1992-1993; for the 1995 survey, it referred to 1993-1994; for the 1996 survey, it referred to 1994-1995; for the 1997 survey, it referred to 1995-1996; for the 1998 survey, it referred to 1996-1997; for the 1999 survey it referred to 1997-1998; and for the 2000 survey, it referred to 1998-1999.  


� 	When the sample size is extremely large, small correlation coefficients are statistically significant but may not be of any practical significance.
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