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ABSTRACT

The purpose of this quantitative study is to examine the relationship between level of ethics and
integrity with Quality of Chief Integrity Officer (independence, competence, work
performance) and ethical climate in the Malaysian public-sector organizations. Out of 128
questionnaires that was emailed to CIOs in the Federal level, 83 questionnaires were received
and usable. The results of this study showed that the Quality of CIO (competence, work
performance) and ethical climate is significantly related to the level of ethics and integrity of
the public sector in Malaysia. CIO need to perform their roles such as coordinating and
monitoring programs and report any breaches of integrity without fear and favour. To nurture
a good ethical climate in the organization, clear policies, guideline and code of conduct should
be established in all government ministries, department and statutory body in the public sector.
Non-ethical conduct should be reprimanded, good ethical behavior should be rewarded
accordingly and should be evident to all in the organization. The overall score of level of ethics
and integrity is 79.30%, which shows that the Malaysian public sector is at “seeing ethics and
integrity systematically and having a robust approach”.

Keywords: Chief Integrity Officer; work performance; competence; independence; ethical
climate; ethics; integrity; public sector.

INTRODUCTION

The success of implementing ethics and integrity in the public sector will reduce the
ethical scandals such as corruption, bribery, fraud, governance inefficiency, misappropriation
of assets, poor internal control, unethical behavior and avoiding an adverse effect on
government and economy in the future. Thus, ethics and integrity have to be translated into
good governance and efficient services delivery by government agencies to prevent issues of
integrity in the public sector. In addition, ethics and integrity are two of the key mechanisms of
good corporate governance and have become benchmarks for assessing the development of the
nation. Without good corporate governance, no reasonable sustainability can be achieved from
the part of the country inhabitants and the country itself (Ali, 2015). Thus, case study from
Mass Rapid Transit (MRT) committee has been stated that good governance can completion of
the large project ahead of schedule at lower cost than original estimate budget (Malaymail,
2017). This is one of the steps to increase towards the level of ethics and integrity in the public
sector Malaysia organization.

There are several ways to determine the level of ethics and integrity in the public
sector. Such as the Public Integrity Index established by Global Integrity is to help control or
reduced current corruption, prevent abuse of power and promote more effective of good
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governance (Camerer, 2006). In addition, there is a comprehensive strategy study to enhance
the integrity, especially in combating corruption. Among them are studies done by international
institutions such as Organizations for Economic Cooperation and Development (OECD).
Transparency International (Corruption Perception Index), and Global Integrity (Global
Integrity Report). At the national level, there are studies the conducted by Malaysian Institute
of Integrity (MII), Malaysian Anti-Corruption Commission (MACC), Public Complaints
Bureau with using Corporate Integrity Assessment Questionnaire (CIAQ) to determine level of
ethics and integrity in the organization (Siddique. 2010).

The government acknowledged that ethics and integrity in the public sector are
important as it is needed to manage and administer an organization and contributes to better
deliver services and national development. Therefore, the Integrity Unit to establish in each of
the government departments, ministry and statutory body which lead by the Chief Integrity
Officer so that implementation of integrity is more effective in handle unethical issues in the
organization. Table 1.1 shows the initiatives undertaken by the Malaysian government to
enhance ethics and integrity in the Malaysian public sector. Amongst the initiatives include the
appointment of the Chief Integrity Officer (CIO) and the implementation of the Certified
Integrity Officer (CelO) programme by the Malaysia Anti-Corruption Academy (MACA).

Table 1: Initiatives taken by Malaysia Government to Promote Ethics and Integrity in the
Malaysian Public Sector

Year Milestone

1950 Prevention of Corruption Ordinance

1961 Prevention of Corruption Act

1967 Anti-Corruption Agency (ACA) — Anti-Corruption Act 1967
1980 Introduced “Clean, Efficient, Trustworthy”

2004 Establishment of the Malaysian Institute of Integrity (MII)
Launching of the National Integrity Plan (NIP)

2006 Establishment of the Malaysia Anti-Corruption Academy ((MACA)

2008 Establishment of the Corporate Integrity Development Center (CIDC)
* Putting the Chief Integrity Officer (CIO) from ACA “Kader” at ministries, departments,
agencies in high risk unethical scandal.

2009 Transformed: Anti-Corruption Agency (ACA) to Malaysia Anti-Corruption Commission
(MACC’s) - MACC Act 2009
Implementation of the Certified Integrity Officer (CelO) Programme
Establishment of Committee on Integrity (CIG)

2013 Established of the Agency Integrity Management Division (AIMD)

2014 Establishment of Integrity and Governance Committee - Chief Integrity Officer (CIO) have a
certificate of integrity officer as its Head Integrity Unit

2019 - 2023  National Anti-Corruption Plan (NACP)

In the public sector, ethical behavior and integrity are important functions in ensuring
accountability and transparency. Thus, the Malaysian government has implemented ethics and
integrity initiatives even before it gained independence in 1957. In 1950 for example, a
commission report on the “Integrity of the Public Services” focusing on corruption offenders
was shaped following the enactment of the Corruption Prevention Ordinance 1950 (UKM,
2007). The Corruption Prevention Act 1961 later ensued. In addition, 1967, the Anti-Corruption
Agency was established to eliminate bribery and against the action of unethical in the public
sector various departments. Malaysia has been effectively transforming the country from one
that is developing into one that will be developed. Before that, the government introduced the
strategy known as “Clean, Efficient and Trustworthy” in the 1980s to replace the 1950
Prevention of Corruption Ordinance and the 1961 Prevention of Corruption Agency Act with
the aim of ensuring the prevention of corruption and increasing the practise of integrity in the
public sector various departments (Lokman. & Talib, 2015).
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In the public sector, the government also established several control mechanisms to
introduce accountability in spending to organizations. In 2004, the Malaysian Institute of
Integrity (MI1) was established as an initiative by the government to create a nation with a high
level of integrity which would be resilient and embody the universal good value. In the same
year, the National Integrity Plan (NIP) was introduced as a major effort made by government
to promote a culture of integrity. MII provides a framework that would support the effective
coordination and implementation of NIP. Chaired by the Chief Secretary to the government and
governed by a Board of Directors, MII is responsible for monitoring and coordinating and
implementation particularly devising appropriate indices to measure performance in achieving
NIP targets, preparing annual reports to Malaysia Integrity system and organizing conventions
of stakeholders to debate integrity issues seeking new and innovative ways to move forward
(Siddique, 2010).

In 2006, Malaysian government established the Malaysia Anti-Corruption Academy
(MACA) to provide trainers and experts to formulate and conduct, training, seminar and
workshop in fighting corruption. In 2008, the government established the Corporate Integrity
Development Centre (CIDC) that is responsible for developing course modules for the Certified
Integrity Officer program. The course modules were developed with the cooperation of
government agencies and government-linked company (GLCs). In August 2008, MACC placed
their Chief Integrity Officers as “kader” at ministries, department and agencies governments
that have a high risk of corruption. There are three levels of risk in the public sector and they
are high risk, medium risk and low risk. The federal government was said to have a moderate
to high risk and the state government was said to have a low risk in Circular No.6 (2003).

On 1% January 2009, ACA was transformed to become the Malaysian Anti-Corruption
Commission (MACC) whose main function was to enforce the law to prevent corruption. There
are three pillars of integrity which are (i) education and awareness (ii) prevention and
government, and (iii) detection and consequence management (Norazlan, 2013). In 2009, the
Committee on Integrity Governance (CIG) was established. The purposed of CIG is to improve
the administration of the government, enhance governance, reduce bureaucratic and prevent
corruption. The Certified Integrity officer programme requires a CIO to undergo a six-months
training by MACA This programme expectations to be able to curb unethical issues at various
levels of the organizations. The objectives of the programme are (i) promote compliance in
terms of laws and regulations, system and procedure, (ii) foster zero tolerance towards fraud,
corruption and abuse of power, and (iii) consults and advise the organisation’s management on
awareness and preventive measure (NKRA E-Newsletter, 2013). This is one of efforts initiated
by the government to increase ethics and integrity in public sector. Upon the recommendation
by MACC in 2013, Unit Integrity was established to further enhance integrity in all federal and
state government agencies. This will prevent the criminal misconduct and violations of the code
of conduct and ethics in the civil services organization. As a Head of the Integrity Unit who has
a certificate as an integrity officer, the C1O will manage and implement effective initiatives in
integrity, managing complaints, prevention, compliance, detection disciplinary actions in
governments agencies

Currently, in 2019, the Malaysian government has promoted a new initiative to combat
corruption which is the National Anti-Corruption Plan (NACP) and will be launched by the
Prime Minister of Malaysia, Dato’ Seri Dr Mahathir Mohammed. The National Anti-Corruption
Plan (NACP) is an anti-corruption policy in Malaysia that reflects the people’s expectations for
a greater corrupt-free nation that promotes transparency, accountability and integrity culture in
every Malaysians and will be replacing the National Integrity Plan. With the establishment of
NACP, it is hoped that the ranking of corruption will decrease, and Malaysia will become an
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inspiration for other countries thus become a benchmark to combat corruption in the public
sector (GIACC, 2019).

Problem Statement

This study will determine the level of ethics and integrity in the public sector. Quality
of CIO and ethical climate are hypothesized to be a factor that will an influence on level of
ethics and integrity. Based on the Transparency International (T1) Corruption Perception Index
(CPI), there are cases of allegations of corruption in the newspapers and social media that
highlighted unethical behavior and integrity as the main problem in the public sector. Even
though, the Malaysian government has implemented various initiatives to reduce the occurrence
of unethical scandals in the public sector, but statistics reports still show an increase every year
(Siddiquee, 2010). Previous studies show that having a corporate integrity system in an
organization, will lead to a good level of ethics and integrity in the workplaces. However, the
research has been conducted in listed companies. Meanwhile, study of this research, would
assist the government to identify the factors that would assist in nurturing and promoting the
value of integrity in the government sector.

According to the Asia Pacific Fraud Survey Report Series 2013, it has been noted that
the highest level of bribery and corruption is from Malaysia and China. A survey by
Transparency International — Malaysia (T1-M) on Corruption Perceptions Index in the public
sector, also shows the “scores” and “ranking” dropped in 2016, 2017 and 2018. Example due
to drop such as 1 Malaysia Development Berhad (1IMDB), SRC International Sdn. Bhd case,
and Federal Land Development Authority (Felda) scandal (Theedgemarkets, 2018). This is
indicating that graft-fighting measures efforts are still inadequate to fighting corruption, even
though the government is on the right way to restore public confidence. Numerous steps should
be taken to improve public awareness mainly towards public sector accountability (Said, Alam,
& Khalid, 2015). However, the issue of corruption and unethical conduct remains critical. Table
2 shows the annual statistics on arrests up to July 2016 which comprised of 588 cases whereby
296 cases involved public sector officials.

Table 2: Annual Statistics on Arrest as of July 2016 (n=588)

Month Jan Feb Mac Apr May Jun Jul Total
Top Management 0 0 1 0 0 0 0

Professional and Public
Management 15 6 ! ! 5 23 S Official
Support Staff 38 39 31 25 42 33 19

Total 53 45 39 32 47 56 24 296
Private Sector 30 8 44 28 14 9 6

General Public 23 14 21 30 36 14 13 Civilian
Local Councillor 0 0 0 0 0 0 0

Politician 0 0 1 0 0 1 0

Total 53 22 66 58 50 24 19 292

Table 3 shows the percentages of fraud cases based on the different number of
government agencies. Research conducted by Kamaliah, Marjuni, Mohamed, Mohd-Sanusi &
Anugerah (2018), shows that the higher percentages are fraud cases namely, misappropriate of
assets, followed by theft, procurement fraud, bribes, payroll fraud and, financial statement fraud
in the federal government agencies. Meanwhile, a percentage of fraud cases misappropriation
of assets in local government agencies is the lowest percentage compared to the federal
government agencies. Therefore, having a Chief Integrity Officer and a good ethical climate at
the workplace will help to enhance ethical practices among employees and as a result will
reduce misconduct in the public sector organisation.

76



Table 3: Percentage of fraud cases based on the type of government agencies

Fraud Federal (%) Local (%) Others (%)
Bribery/kickbacks 24.18 10.99 12.09
Theft 36.26 14.29 17.58
Misappropriate of assets 37.36 16.48 17.58
Procurement Fraud 35.16 14.29 15.38
Payroll Fraud 14.29 4.40 9.79
Financial statement fraud 7.69 0.00 2.20

Source: Kamaliah, Marjuni, Mohamed, Mohd-Sanusi & Anugerah (2018)

A research conducted by Accounting Research Institute (ARI, 2016) found that the
government related parties request for bribe more than the others as shown in Figure 1. In this
study, questionnaires were distributed to both technical and non-technical employees in both
public and the private sector. The questionnaire asks the respondents to rate which party
requests for bribe the most when dealing with business transactions with them. Findings show
that the most party that request for bribe is the government official (38%).

= Governmment Official

m Government Employee

= Police

= Member of Judiciary

= Ruling Party Official

= Private Company
Representative

NGO Representative

Other

Figure 1: Who Requested the Bribe?

Source: Accounting Research Institute (2016)

Thus, Prime Minister Directive No. 1 of 2009 has taken a vital step to encourage
further on integrity. This directive is a mandate establishment of a committee on integrity
governance in all government ministry and departments. The Certified Integrity Officer (CelO)
is an accredited officer that plays an integral role within an organization to inculcate integrity
and ethical values. A prepared CelO would have a decent comprehension of Integrity
Management, the required Legal Framework and Compliance and Monitoring System just as
the capacity to build up an Integrity Action Plan. One of mechanisms to push companies to
follow ethical conduct is through the appointment of an ethical and compliance officer. Similar
terms used for ethical and compliance officer includes Compliance Officer (CO), Ethics and
Compliance Officer (ECO), Chief Ethics and Compliance Officer (CECO) and Chief Integrity
Officer (CIO). This officer is expected to guide and protect an organisation from unethical
behaviour that will harm the organisation’s reputation. They are also expected to formulate and
review corporate integrity strategy and action plan to promote integrity and set up personnel
and integrity committee at the board level. This position is one of the most important position
in the company because he/she is responsible for creating and maintaining organization

77



environments that aim to produce ethical and law-abiding employees and leaders (Trevifio, den
Nieuwenboer, Kreiner, & Bishop, 2014).

Furthermore, the Malaysian Anti-Corruption Academy (MACA), through its
Corporate Integrity Development Centre (CIDC) conducted a CelO program for this purpose.
All CelOs will be awarded a certificate by MACA. This CelO program has been implemented
for more than five (5) years. In Malaysia, a CIO is a Senior Officer from MACC that acts as an
advisor in their agency. This position was created to ensure that there is an improvement in the
level of ethics and integrity in the public sector, as corruption and bribery is getting more serious
by the day. Malaysia views this issue unethical and lack of integrity in the public sector
seriously. Therefore, government has emphasized that the public sector in Malaysia needs to be
effective, efficient and ingrained with the highest level of ethics and integrity. This is so that,
Malaysia will be able to move towards achieving a high-income economy status in 2020. Thus,
the importance of a good quality CIO and ethical climate in the organizations will help to ensure
the achievement of this objective.

In this study, CIO is perceived as a person who has an important role and responsibility
to ensure that ethics and integrity is implemented in the organization. However, there is no
latest research conducted with the knowledge of the researcher, to evaluation the effect of CIO
on the level of ethics and integrity in Malaysia’s public-sector. Therefore, one of the objectives
of this research is to examine this issue. The research will examine the relationship of CIOs on
the level of ethics and integrity in Malaysia’s public-sector organizations. If CIO’s relationship
is positive on the level of ethics and integrity in an organisation, then this programme would be
recommended to be continued otherwise, an intervention or improvement is needed to relook
at other alternatives to improve the level of ethics and integrity of an organisation. Previous
research has shown that having a quality CI1O (Chandler, 2015; Trevifio et al., 2014) and a good
ethical climate (Kolthoff, Erakovich & Lasthuizen, 2010) will enhance the level of ethics and
integrity in an organisation. Therefore, this study will examine the issue in the Malaysian
context. The findings of this study may help the public sector to increase the level of ethics and
integrity in their organisations and assist in preventing unethical conducts. If the problem of
ethics and integrity is resolved, it will encourage investors from abroad to come and invest in
this country. This will help to increase economic growth and develop Malaysia to achieve a
high-income economy status in 2020.

Research Objectives
The objectives of this study are as follows:

1. To examine the level of the twelve dimensions of the level ethics and integrity in the
Malaysian public sector.

2. To examine the relationship between Quality of Chief Integrity Officer (CIO)
comprising of independence, competence and work performance with the level of ethics
and integrity in the Malaysian public sector.

3. To examine the relationship between ethical climate with the level of ethics and integrity
in Malaysian public sector.

LITERATURE REVIEW

Previously, the Malaysian public sector known as the Malaysian Civil Service (MSC).
It is divided into three tiers governments, namely, i) federal government ii) state government
iii) local government (Azleen & Nurul, 2013). The Federal Government is the Central
Government with 25 Federal Ministries headed by Ministers, administrative heads and the
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Secretary-Generals. Meanwhile, 13 of State Governments implementing state functions with
Federal Department. Also, generates own revenues and incur their own expenditures even
though the Federal Government undertakes projects at the state level agreed upon in the
Concurrent List and Federal List in the Constitution of Malaysia. There are federal statutory
bodies and state statutory bodies. The complexity of structure requires the Malaysian
government to adopt a comprehensive procedure and guidelines especially related with
planning and control on the financial management matters (Ali, 2015). Malaysia is no exception
towards promoting integrity and curb of corruption has become a major component of
government reforms such as many countries. Economic Transformation Program (ETP) is
system of Malaysia government become a high-income nation by year 2020. The Anti-
Corruption Agency was established in 1967 with clear mandates, it was reformed and
revitalized subsequently to make it more effective in containing corruption and all forms of mal
administration in the society. Since the year 2003, fighting corruption has been steadfast in the
government agenda. The variety of new initiatives and strategies have been planned and
implemented ever since. In addition, Malaysia also has an elaborate anti-corruption framework.
However, Malaysia presents an interesting case where the level of corruption has remained high
and the plethora of strategies and recent campaigns appear to have made hardly any difference
in containing and combating corruption in the society (Siddiquee, 2010).

Theory

This study applies the Hunt and Vitell Theory of Ethics (1986). This theory examines
ethical dilemma and ethical decision-making on individuals arrive at the level of ethics and
integrity in the organizations. Hunt and Vitell’s Theory, explain that behavioural consequences
impact future deliberations regarding ethical issues, presupposing that the decision-maker
reaches a “right” or a “wrong” decision that informs subsequent ethical decision making
(Pimental et al., 2010). Thus, personal characteristics (e.g, attitudes and knowledge) will
explain the relationship between of Quality of CIO (Independence, competence, work
performance) with the level of ethics and integrity. Meanwhile, organizational environment will
explain the relationship between ethical climate with the level of ethics and integrity.

Quality of Chief Integrity Officer (C10)

Despite growing research in behavioral ethics, little is known about one of the most
important ethics-related roles in organizations. There are numerous names given for the ethics-
related role such as Ethics and Compliance Officer (ECO) (Chandler, 2015; Trevifio et al.,
2014), Compliance Officer (CO) (David Chandler, 2015), Ethics Ambassador (Irwin &
Bradshaw, 2011), Ethics Officer and Chief Ethics Officer (Guten et al., 2004). In Malaysia,
Chief Integrity Officer (C1O) was introduced (Circular No. 6, 2013). Prior to that, MACA had
conducted specialized training programme of Certified Integrity Officer (CelO) to prepare these
ClUs for their role and responsibility. In this study, the quality of CIO (Chief Integrity Officer)
will use measurement of independence, competence and work performance as factor influence
the level ethics and integrity in public sector organization.

Independence

Independence is the freedom from a condition that threatens the objectivity or the
presence of objectivity (IIAM, 2008). According to Qun (2013), independence for internal
audit is an important characteristic that must be involved to confirm that internal audit is
adequately effective. His study measures the independence based on reports for administrative
report purposes, in most situations, the CAE should report straight to the chief executive officer
of the organization. Administrative reporting is the reporting related in the organization’s
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management structure that facilitates the daily procedures of the internal audit such as, human
resources administration, including, budgeting, administration of the organization's policies and
procedure. In the case of CIO, reporting operationally refers to reporting within the
organization’s management structure that facilitates the day-to- day operations of the internal
activity, for example to coordinate and monitor integrity programs of the CIO that requires
reporting to Head of Department. Meanwhile, reporting functionally is directly reporting to a
higher level outside the organization by the CIO on issues related to the abuse of power and
money laundering. Outside parties include the Agency Integrity Management Division to avoid
restraining of the report by the organization. At the individual objectivity level, C1O should
have an impartial, unbiased attitude and avoid conflicts of interest in conducting engagements
towards level ethics and integrity in organization public sector.

Competence

According to Thomson (1995), competence is defined as “attributes needed by an
individual to perform work. An individual becomes competent through a combination of
education, training and work practices. Competence has been classified to have four facets
which are professional, methodological, social and self-competence (Kauffeld, 2006).
Measuring professional competence addresses the skills, knowledge and all employees have to
have in order to practice his or her occupation. It is also to identify potential for improvement
within the company and develop relevant technical solution (Kauffeld, 2006, Heinen, 2013).
Competence methodologies are the cognitive skill of an individual to learn new working
methods independently or gain new expertise (Erpenbeck and Michel, 2006). These skills
should be used across any setting and applied to any particular situations (Heinen, 2011:
Kauffeld, 2006). Social competence involves the experience, knowledge and ability to cope
with various social interaction situations (Frey and Ruppert, 2013; Kauffeld, 2006). Self-
competence is the ability for self-assessment and for the independent creations of conditions in
which an individual as well as their value and attitude towards their own work are developed
(Frey and Ruppert, 2013, Kauffeld, 2006). Competence is one of the important characteristics
to an employee and employer in an organization. It is important because this criterion will show
in their work outcome whether it be good or bad in all tasks done. Individual competence can
be described as a set of skills and knowledge that an individual need in order to perform a
specified job effectively (Baker et al., 1997).

According to Qun (2013), definition of competence is the quality of being adequately
or well qualified physically and intellectually. Meanwhile, the measurement of competence also
looks at years of experience and educational qualification level. He conducted the study on
competence of internal auditors based on the sum of mean educational qualification level
among audit staff, which an internal auditors’ average score of four will be awarded for “PhD”,
three for “master”, two for “degree” and one for “diploma”. The mean of educational
qualification is the sum of the score divided by the maximum score given to the number of
staffs. For experience work, based on the average of the year, the more experienced staff usually
have accumulated extra knowledge and skills, therefore the score of six will be awarded for
“more than 15 years”, five for “12 to less than 15 years”, four for “9 to less than 12 years”, three
for “6 to less than 9 years”, two for “3 to less than 6 years” and one for “Less than 3 years”.
The mean of experience is derived by dividing the sum of the score by the maximum score.
Similarly, in this study, the measurement of CIO competence will be based on the educational
qualification level and working experience.
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Work performance

The definition of work performance is the behaviors or actions that contribute to the
goals of the organization (Campbell’s, 1990). There are three views of on different defining of
work performance namely: (i) in terms of behavior rather than results, (ii) includes only those
behaviors that are relevant to the organization’s goals and (iii is multidimensional. Meanwhile,
Viswesvaran and Ones (2000) defined work performance as accessible activities, behavior and
results that employees engage in or bring about, that are related with and contribute to
organizational goals. Besides that, the definition of work performance (IIAM, 2008) is a process
of procedures that includes audit planning, performing engagement and communicating audit
results. According to studies done by Qun(2013), work performance is the responsibility of
internal audit to ensure achievement of objective effects and quality of work performance. This
ensures that entirely planned work is a priority and that audit resources are applied in a good
possible method. The I1A Performance Standard 2200 (IIAM, 2008) deals with engagement
planning and states that internal auditors should develop and record a plan for each engagement,
including the scope, objective, timing and resource allocations. Engagement planning involved
the adequacy of the scope of work and related programs whether it is, performed by people
having adequate technical training and expertise. His studies were used as a measurement of
work performance in engagement planning, an accomplishment the engagement and
communicating results of the engagement. In this study, work performance is defined as the
role that the CIO must ensure the level of ethics and integrity of an organization. The roles are
as listed in Circular Series 1 No.1 (2011) which are the CIOs’ roles.

Ethical Climate

The stories of collapse companies such as Enron, Tyco, and World Com proven, that
ethics and integrity are the most of important elements in governance that affect not only
organizational effectiveness but also survival skills. (Bartels et al., 1998; Buller and McEvoy,
1999; Hunt et al., 1989). The ethical climate is important in the organization because one of the
factors influencing the employees' perception in emphasize the ethical guideline of
organizations and encourage employees' ethical work behaviour at the workplace. (Martin and
Cullen, 2006; Schminke et al., 2007) as cited in the study done by Kwon Choi et al.,
(2013).Based on previous research, Victor and Cullen (1988) defined ethical climate as "the
prevailing perceptions of distinctive organizational follows and procedures that have ethical
content™ or "those aspects of work climate that determine what creates ethical behaviour at
work. Ethical climate can be measure with four-item subscales which follows nine theoretical
dimensions of ethical climate and they are self-interest, company profit, efficiency, friendship,
team-interest, social responsibility, personal morality, rules and standard operating procedures
and laws and professional codes. Ethical climate is the perception of what constitutes the right
behaviour. Ethical climate influences both decision-making and subsequent behaviour in
response to ethical dilemmas (Martin and Cullen, 2006). The concept of ethical climate is a
powerful and according to Sims (1992) as cited in Laratta (2008) where by the ethical climate
of an organization is the shared set of identifications about what correct behaviour is and how
ethical issues will be handled. This climate sets the tone for decision making at all levels and
in all circumstances. In their paper, Abdullah, Sulong and Said (2014) used the term ethical
climate interchangeably with the ethical culture. Ethical climate/culture measurement is
implemented from the scale developed by Victor & Cullen (1988) and Suar & Khuntia (2004).
This is based on ten—item that measures management perception on ethical climate in the
present organization. This research used the ethical climate questionnaire (ECQ) developed by
Victor and Cullen (1998).
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Level of Ethics and Integrity

Ethics and integrity are very important in the organization to prevent a significant harm
for the organization, its stakeholders, and society (Asfahani M.A.,2017) Thus, the importance
of ethics and integrity should be emphasized so that unethical behaviour can be reduced in the
organization. Previous studies have measured level of ethics and integrity in an organisation
differently, for example corporate integrity can be measured by means of existence of code of
conduct, the quality of compliance programs and the frequency of unethical conduct (Kaptein
and Avelino, 2005). According to Barnard, Schurink and De Beer (2008), the two most
prominent aspects of integrity are the moral compass and the inner drive. Their analysis
indicates that integrity consists of a set of values and principles that act as the norms and
standards which govern one’s decisions and actions. Barnard et al. (2008) define the moral
compass as having and living according to a core set of values and principles. Integrity is
ultimately determined by the contextual nature of the moral compass and behaviour where
integrity is driven by one’s willingness to act according to the internalized values, beliefs, norms
and principles that constitute one’s moral compass. Barnard et al. (2008) found that integrity
points to core values and universally accepted principles.

According to Kaptein (2008), ethical organisational culture can be nurtured through
ethical virtues. Virtue ethics is based on the ideas of Plato and Aristotle and Solomon (1999,
2000, 2004) who have applied the virtue theory in an organisational context. According to them,
both individuals and organisations should have certain features or virtues, which will enable
morally right behaviour. For an organisation to become ethical, these features need to be
nurtured in organisational practices. Corporate integrity can also be measured by means of
existence of code of conduct, the quality of compliance programs and the frequency of unethical
conduct (Kaptein and Avelino, 2005). According to Barnard, Schurink and De Beer (2008), the
two most prominent aspects of integrity are the moral compass and the inner drive. Their
analysis indicates that integrity consists of a set of values and principles that act as the norms
and standards which govern one’s decisions and actions. Barnard et al. (2008) define the moral
compass as having and living according to a core set of values and principles. Integrity is
ultimately determined by the contextual nature of the moral compass and behaviour where
integrity is driven by one’s willingness to act according to the internalized values, beliefs, norms
and principles that constitute one’s moral compass. Barnard et al. (2008) found that integrity
points to core values and universally accepted principles.

Malaysia have implemented adequate level of Corporate Integrity System or ethical
guideline that reflect a situation where organization is less likely to fall as a victim to corruption,
damage of reputation and loss of business or opportunities. As cited in Ismail (2013), The
Malaysia’s National Integrity Plan (NIP) has also identified corporate governance as one of the
main elements concerning integrity to the government and private sector. Meanwhile,
Corporate Integrity Assessment Questionnaire (CIAQ) is a tool introduced and made available
by the Malaysian Institute of Integrity (IIM) to measure the level of corporate integrity in late
2010. Thus, organizations will be using CIAQ as a tool to assess the improvement in making a
transparent assurance to ethics and integrity in the workplace. As shown in studies by Rosli et
al. (2015) have used these twelve dimensions of corporate integrity system. According to Said
and Omar (2014) using the Corporate Integrity System questionnaire (CIAQ) studies on two
giant government-linked companies shows that finding found that the level of ethics and
integrity on the average is 50%. Company A’s level of ethics and integrity is 67.7% (Utility
Company) which is higher than Company B’s level of ethics and integrity of 59.7% (Healthcare
Company). Company A scored higher than Company B in terms of Vision and Goals, Legal
Compliance, Policies and Rules and Corporate Social Responsibility. The score for Corporate
Social Responsibility is highest for both companies however, for infrastructure both companies
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had lowest score. Infrastructure is the way that organization structures, organizes its ethics and
integrity function so that it can convey out its goals effectively. The lowest score shows that
these two leading Government Link Company (GLCs) placed less emphasis on integrity
infrastructure to support the companies to convey out its integrity’s goals effectively (Said &
Omar, 2014).

Relationship between Quality of CIO (Independence, Competence, Work Performance) and
Ethical Climate to Level of Ethics and Integrity

Quality of CIO

To further examine this area, this study examines the existence of quality of Chief
Integrity Officer (CI1O) that might influence the level of ethics and integrity in the public sector
Malaysia. Meanwhile, based on Hunt and Vitell’s Theory of Ethics (1986), itis more positive
rather than normative approach (Torres, 2001). In other research by Zakaria, Haron, and Ismail
(2010), they cited that Hunt and Vitell’s (1986) theory of ethics states that personal
characteristic influences perceived ethical problems, which in turn influences the formation of
ethical judgement. Therefore, using this theory best solves the problem and to find out the level
of ethics and integrity in public sector organizations. Malaysians need to attain the most
beneficial outcome. As cited in Chandler (2015), the existence of the Ethics and Compliance
Officer (ECO) position represents the enactment of values in relation to ethical behaviour
(Weaver et al., 1999a). This means that through resource commitments, what is the
implementation and the response of stakeholders to these commitments. This is important
because, in order to remain relevant, institutions must be actively maintained (Dacin, Munir, &
Tracey, 2010; Lok & de Rond, 2013). It is believed that the contacts that the employees have
with their ECO via helpline are a direct reflection of the ECO’s ability to generate an “ethical
culture,” which is connected to the ethical behaviour of its employees. Therefore, based on the
previous studies the hypotheses as follows:

H1: There is a significant relationship between Quality of chief integrity officer with the level
of ethics and integrity.

Independence of this studies is supporting the view of audit committee contributes
positively to ethical reporting relation between audit committee independence, which unethical
reporting without interference from other parties. Blue Ribbon Committee (1999) state that
audit committee independence is positively related to the number of its outside directors who
have no personal or financial relations with the firm or its executives. Chandler (2015) cited
that ECO implementation captures both the scale and scope of organizational resource
commitments to the ECO position. Access to both tangible and intangible resources is
understood by management researchers to be a source of power and legitimacy within the firm
(Cyert & March, 1963). Besides that, Abbott et al. (2004) and Persons (2005) find a negative
association between the audit committee independence and the probability of financial
reporting restatement and financial reporting fraud. Therefore, based on the previous studies
the hypotheses as follows:

H1a: There is a significant relationship between independence of the chief integrity officer with
the level of ethics and integrity.

Nabila (2008) found that competence have significant relationship with organizational
commitment. Zahariah, et al., (2009), Sethela and Rosli (2011), Mujeeb, et al (2011), Selma
(2011), Simpson (2012), which indicated that there is a direct and indirect relationship between
competence (ability), motivation and organizational culture on organizational commitment.
Ulrich (1998), stated that the success of organizations will not be achieved if commitment
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without competence is not implemented to maintain a sustainable in the organization. Hsiang
Wu (2010), the analysis result that competency training was positively related to organizational
commitment. Competence plays significant relationship with ethic and integrity in a few
significant ethical judgment models by Hunt & Vitell Theory of Ethics, (1986). According to
Hunt & Vitell, competence influence ethicalness on organizations. Therefore, based on the
previous studies the hypotheses as follows:

H1b: There is a significant relationship between competence of the chief integrity officer with
the level of ethics and integrity.

Studies (Koopmans et al., 2011) found that work performance is a behavior or action
that is relevant to the organization. Whereby, the dimension of work performance that comprise
namely task performance which are work quantity and quality, job skills and knowledge and
context performance which are showing responsibility, communicating effectively, job-scope
and cooperating with others. These two elements have a relationship with the outcome of good
performance towards the goal of the organization. Meanwhile, Qun (2013) stated that, a
relationship on work performance might affect the internal audit and its efficiency. The
significant relationship shows that the quality of work performance which are planned,
performed, reviewed and suitability of audit is vital to ensure the objective is accomplished and
engaged effectively and efficiently in the organization. Therefore, based on the previous studies
the hypotheses as follows:

H1b: There is a significant relationship between competence of the chief integrity officer with
the level of ethics and integrity.

Ethical Climate

Meanwhile, organizational ethical climate refers to a few models of ethical judgment
support that has a significant relationship with perceived ethical problem. Hunt and Vitell’s
Theory of Ethics (1986) also posit that organizational environment influences people in
perceiving ethical problems. Similarly, prior studies indicate that the more ethical the
employees perceived the climate in their organization, the higher their ability to perceive ethical
problems (Marta, 1999; Patterson 1994). Hence, the less likely an unethical judgment can occur.
In addition, Shafer (2015) studies the ethical climate of professional accountants in Hong Kong
and results shows that an ethical climate has a significant relationship with ethical judgements
in the organizations. This result is in line with his previous which examines on local and
international CPA firms in China (Shafer, 2008). It looks that there is a significant relationship
between perceived ethical climate and intention to conduct questionable actions (Haron, Ismail,
& Na, 2015). Haron et al. (2015) found that the level of perceived ethical climate has a positive
effect on the ethical conclusions made. This result is also consistent with the findings of Ghazali
and Ismail (2013) whereby the accountants who are attached to corporations with higher ethical
standards are stricter in making results in questionable ethical conduct. Therefore, based on the
previous studies the hypotheses as follows:

H2: There is a significant relationship between ethical climate with the level of ethics and
integrity.

All the above relationships mentioned above can be related with the level of ethics and
integrity in the organization. In other words, the quality of CIO namely independence,
competence, work performance and ethical climate of the organization influences the ethical
decision making and eventually gives impact on the level of ethics and integrity.
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Theoretical Framework

Figure 2 show the Theoretical Framework; this study utilizes the principle of Hunt and
Vitell’s Theory of Ethics (1986). As stated in the theory, personal characteristics and
environment of organization influence perceived level of ethics and integrity. Following this
theory, this study posits that Quality of CIO and ethical climate has significant relationship with
level of ethics and integrity in the organizations.

Independents Variable

Quality of C1O Dependent Variable
Independence (H1a) H1
Competence (H1b) o
Work Performance (H1c) Level of Ethics and Integrity in Malaysian
Public-Sector Organizations
Ethical Climate /

Figure 2: Theoretical framework

METHODOLOGY

Research Design

The research design of this study is exploratory research. Exploratory research helps
to determine the best research design, data collection methods and selection of subjects. This
research was also analysed with the help of statistical tools to find answer for the research
questions.

Population and sampling technique

The population of this research is 128 officers in charge of ethics and integrity in their
organisation. It is confined to the Federal Government as it has moderate to high level of risk
as compared to the State Government which has a low risk. The names of CIOs have been
provided to the researcher by the Corporate Integrity Development Centre (CIDC) and all 128
officers have completed in taking the training modules offered by CIDC of MACC as of August
2017. The total of 128 officers include CIOs, compliance officer, assistance director,
investigation officer, secretariat department, director of integrity unit, senior compliance,
governance and integrity centre. By using 4 variables and the Sekaran’s rule of thumb. To
calculate the sample size, 4 variables and the Sekaran’s rule of thumb were used. Sample size
of 40 to 50 officers would be enough for this study. This study used the sampling method that
selected 128 officers of CIO who have been attending the CelO programme at federal territory
were included.
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Measurement of variable

Quality of CIO will use measurement of independents, competence and work performance as
factor influences the level of ethics and integrity in public sector organization.

Independence is based on the level of functional reporting and administrative reporting
(Qun, 2013). Whereby CI0O should report functionally to the General Secretary of Ministry with
a score of “5”, score “4” for Ministry, score “3” for Chief Executive Officer, score “2” to Head
of Department and score “1” to other bodies in the organization. However, independence of
CIO in administrative reporting which is the daily reporting to the Head of Department is
important and should be done.

Competence of Chief Integrity Officer is measured based on the sum of mean
educational qualification level with experience. Whereby, educational score of “4” was for
PhD, “3” for master, “2” for degree and “1” for diploma. For experience on average, the further
experienced staff usually have accumulated more knowledge and skills, whereby the score was
“6” for more than 15 years, “5” for “12 to less than 15 years”, four for “9 to less than 12 years”,
three for “6 to less than 9 years”, two for “3 to less than 6 years” and one for “Less than 3
years”. The mean of experience is derived by dividing the sum of score by the maximum score
(Qun, 2013).

Work performance, CIO must identify, analyse, evaluate, and record sufficient
information to achieve the engagement’s objectives. Also, had better identify sufficient,
consistent, relevant, and useful information to use in analysing and evaluating the engagement
before drawing conclusion and engagement in making a decision (Qun, 2013, 1AM 2008).
Thus, measurement work performance of CIO is self-developed based on the roles Certified
Integrity Officer in Circular No. 1 2009 and Series 1, No. 1 2011. The CIO has 10 roles and
they are. 1) Coordinate and monitor integrity program, 2) Report any breach integrity, 3)
Coordinate the actions taken on breach of integrity, 4) Implement the recovery program on
integrity 5) Publication of integrity related article, 6) Assist and support of Committee on
Integrity, 7) Advice management on integrity matters, 8) Monitor the system services delivery
system, 9) Act as a liaison Officer organization to corporate and 10) Ensuring compliance to
directive /regulations issued by organization. The respondent is required to rate the level of
agreement from scale 1 (strongly disagree) to scale 5 (strongly agree) which shows the
measurement items for work performance of CIO.

Ethical Climate

Measurement of Ethical climate of this study based on Ethical Climate Questionnaire
(ECQ) developed by Victor and Cullen (1987, 1988) and further confirmed by Cullen and
Bronson (1993). There are nine dimensions to measure the ethical climate and they are
employee-focused climate, community-focused climate, obedience to authority, code
implementation, self-interest climate, efficiency climate rules and procedures climate, personal
ethics climate and law and professional climates. Respondents are required to indicate the
degree of agreement using a 5-point Likert scale-ranging from 1 (strongly disagree) to 5
(strongly agree). In this study, ethical climate is treated as unidimensional regardless of the
dimension based on concept through (Jaramillo et al., 2006; Schwepker, 2001).

Level of Ethics and Integrity

Dependent variables of this study are level of ethics and integrity. This variable is
measured by 12 dimensions (See Appendix 1) of CISM developed by Institute of Integrity
Malaysia with total of 208 items statements. It is adapted from Dubinsky and Richter (2008-
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2009). Global Ethics and Integrity Benchmarks as Figure 3. These benchmarks reflect emerging
successful organizational practices. The respondents are required to rate the statements on a
five-Likert scale with “0” Not Sure; “1” Strongly Disagree; “2” Disagree; “3” Agree and “4”
Strongly Agree. Mean and frequency will be used in explaining the data during the analysis.
Meanwhile, Descriptive of CISM 12 Categories Items for Level of Ethics and Integrity : Refer
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Figure 3: Five Ethics and Integrity Benchmarks Level of CISM
Source: Malaysian Institute of Integrity (11M)

RESULTS

A total of 128 online questionnaires (Google form) were emailed to the Chief Integrity
Officer (C10) and the officers of Integrity Unit (IU) in the Malaysian public sector organization
at the federal territory. Details of respondents such as name, contact number, address, position
and email address were obtained from the Agency Integrity Management Division (BPIA) of
Malaysian Anti Corporation Commission (MACC) on August 2017. Data was collected within
three months period starting from the second week of August 2017 until the end of October
2017. Eighty-three (83) officers responded to the survey; which made up 65% rate of response.
Summary of the response rate is illustrated in Table 5. Profile of respondents is discussed in the
next section.

Table 5: Summary of Response Rates

Details Total
Questionnaires mailed 128
Questionnaire answered 83

Rate of Response (83/128) *100 65%

Table 6 indicates the personal detail of the respondent such as gender, race, religion
and the level of education. The results showed that more than half whereby,53 respondents
(63.9%) were male while remaining 30 respondents (36.1%) were female. The respondents
were represented by four racial compositions that were Malay (91.6%), Chinese (2.4%), Indians
(3.6%) and others (2.4% including Siamese and Orang Asli). Most of the respondents were
Muslims (95°2%), followed by Buddhism (2.4%) and Christians (1.2%). Most of the
respondents (43.3%) were in the age range of 35 to 44 years old, followed by 45 to 55 years old
(22.9%), 25 to 34 years old (18.1%) and the least 55 years old and above (15.7%). Almost half
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of the respondents possess a bachelor’s degree (49.4%), followed by master’s degree (39.8%),
diploma (8.4%) and others (2.4%).

For the working place type of organization consists of seven department namely
Jabatan Kemajuan Orang Asli, Jabatan Hal Ehwal Khas (Unit Integriti), Jabatan Perangkaan
Malaysia, Jabatan Bantuan Guaman, Jabatan Wakaf Dan Haji, Jabatan Pertanian Semenanjung
Malaysia and Jabatan Taman Laut Malaysia. The existence of integrity unit for any breach of
ethics and integrity in the past five years, whether the respondent is the head of the integrity
unit or not. The next category inquires more details on the respondent’s related matter with the
integrity unit which include full designation of respondents, either they obtain any professional
certificate or qualification related to ethics and integrity program. Their working experience
related to ethics and integrity portfolio, the operational and functional reporting level as well as
the existence of other officers’ responsibility for managing the ethics and integrity programme
independently are important.

Table 6: Summary of Profile Respondents

Demographic Characteristic Frequency (N:83)  Percentage (%)
Gender Male 53 63.9
Female 30 36.1
Race Malay 76 91.6
Chinese 2 2.4
Indian 3 3.6
Others 2 2.4
Religion Muslim 79 95.2
Buddhism 1 1.2
Christianity 1 1.2
Others 2 2.4
Age 25-34 Years 15 18.1
35-44 Years 36 43.3
45-54 Years 19 22.9
55 and above 13 15.7
Highest Qualification Master 33 39.8
Degree 41 494
Diploma 7 8.4
Others 2 2.4
Working Place: Type of Organization Ministries 63 75.9
Department 7 8.43
Statutory Body 13 15.7

In the descriptive statistics of the principal construct, the mean was applied as a
measure of central tendency, which showed that all variables were above their midpoint level
(Sekaran, 2003). Table 7 shows the summary of descriptive statistics for all independent
variables. The highest mean of 4.21 is recorded by work performance (one of the Quality of
chief integrity officer dimensions) with standard deviation (SD) of 0.79, followed by ethical
climate (mean value 4.10, SD 0.32). This indicates that the respondents strongly agree with all
items regarding the work performance and ethical climate in the organisation.

Table 7: Summary of Descriptive Statistics for Independent Variables

Item Min Max Std. Deviation Mean
Work Performance 1.67 5.00 .79 4,20
Ethical Climate 3.33 4.83 .32 4.10
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Table 8 shows the descriptive statistics for dependent variable such as level of ethics
and integrity which comprises of twelve dimensions. Overall, it shows that the mean score of
the twelve components range from 3.30 to 4.20, indicating that respondents rated the items in
each dimension as above average or at least scale 3 (neutral). Meanwhile, the standard deviation
of the twelve dimensions range from 0.37 to 0.75, which shows not much of a variation between
the respondents’ answer. Out of the twelve components, infrastructure showed the lowest score
with a mean of 3.30 and standard deviation of 0.37, indicating that the respondents view the
way organization organizes ethics and integrity on function structure, staff, resources, formal
or informal reporting as average. Dimension of legal compliance, policies and rules scored the
highest mean of 4.20 with standard deviation of 0.56, indicating that the respondents agree the
organizations that adopted laws, policies, rules and guidance, ethics and integrity system with
the best practices in the organization.

Table 8: Summary of Descriptive Statistics for 12 Dimensions of Ethics and Integrity

Item Items Min Max Std. Deviation Mean
Legal Compliance, Policies and Rules 14 3.00 5.00 .56 4.20
Disciplinary Measure and Rewards 11 2.55 5.00 .63 4.11
Vision and Goals 12 3.00 4.75 47 4.08
Leadership 14 1.93 5.00 .68 4.07
Accountability 5 3.00 5.00 .64 4.05
Whistleblowing 9 2.78 5.00 .67 4.04
Organizational Structure 12 2.58 5.00 .61 4.04
Ethics Communications 14 2.21 5.00 12 4.04
Confidential Advices and Support 8 2.75 5.00 .68 3.92
Ethics Training and Education 9 1.33 5.00 75 3.87
Measurements, Research and Assessment 11 2.09 5.00 .70 3.86
Infrastructure 5 2.40 4.20 37 3.30

Overall Mean: 47.58/12 = 3.97 (79.30%)

Table 9 illustrates each of the independent variables included in the model contributed
deeper to the prediction of the dependent variable. This was done by analysing the Coefficients
output for hypotheses study. The largest beta coefficient is 0.32 was scored by work
performance (WP). This means that this variable makes the strongest unique contribution in
explaining the level of ethics and integrity, whereby the variance explained by all other
variables in the model is controlled. The Beta value for ethical climate (EC) was slightly lower
0.27, indicating that it made less of a unique contribution.

Table 9: Summary of Hypotheses Testing of Coefficients (Relationship between Independence,
Competence, Work Performance and Ethical Climate with the Level of Ethics and Integrity)

Unstandardized Standardized Collinearity

Hypo Independent Coefficients Coefficient t- Sig Statistics Decision

Variables Beta Std. Beta value " Tolerance VIF

Error
(Constant) 973 1486 .141 5.089
Not

Hla  Independence  .233 .655 .095 941 .350 -0.43 1.444  Significant
Hilb  Competence 456 .248 .162 1.684 .096** -0.65 2.291 Significant
Hlc  Work Perform .204 .066 .315 3.093 .003* 0.01 0.711 Significant

Ethlcal 126 167 270 2577 012* 0.15 1.550 Significant
H2 Climate

Dependent Variable: Level of Ethics and Integrity
Significant:(P < 0.05)* and (P < 0.10)**

Table 10 presents the crosstabulations and chi-square test results of the quality of CIO
against position as head of Integrity Unit. It can be seen that there is a significant quality of CIO
with position as head integrity unit in the organizations. It is shown that being a head of integrity
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unit has resulted in a higher score of the quality of chief integrity officer 32 (60.4%) compared
to not being the head of integrity.

Table 10: Result of Cross Tabulation and Chi-Square Test between organizational
commitment against gender (Male and Female)

Gender
Crosstab Male Female Total
Organizational Lower 24 21 45
Commitment Higher 29 9 38
Total 53 30 83
Chi-Square Test Value Df Asymp. Sig (2-side)
Person Chi 4,715 1 .030
Square
Likelihood Ratio 4.818 1 .028
Liner by Linear 4.658 1 .031
N. of Valid Cases 83

Significant (p < 0.05)

DISCUSSION

One of the purposes of this study is to examine the level of ethics and integrity in the
Malaysian public sector. Descriptive statistics have shown the overall score of level of ethics
and integrity is 79.30%. At this level, it can be seen that the Malaysian public sector is at the
level of “seeing ethics and integrity systematically and having a robust approach” in the
organization. This shows that the Malaysian public sector is serious in promoting ethics and
integrity to avoid unethical issues in the organization. Meanwhile, amongst the twelve
dimensions of level ethics and integrity, the highest score is achieved by the legal compliance,
policies, and rules dimension (84%), which indicates that the public sectors are doing well in
its effort to put in place the internal framework that provides guidance for ethical behaviour. In
other words, the core laws, policies, rules and guidance that comprise the legal framework for’
ethics and integrity system, are in place. It shows that the public sector organization implements
compliance with the external legal framework within the organizations’ operation. This
indicates that the organization’s code of conduct specifies the mutual rights, duties, and
obligations of both the organizations and its employees.

Essentially, the organization has translated its legal commitments into concrete
actionable guidance that is enforceable in the public sector. The second highest score is
disciplinary and reward measures which indicate that the organization has explicit
disciplinary action for wrongdoing or misconduct as well as an explicit system to reward ethical
action. Vision and goals ranked number three in terms of its contribution to the level of ethics
and integrity of the organization. It shows that the public sector is aware that having upholding
core ethical values are important for their organizations. However, ethics and integrity is
currently, neither recognized nor discussed seriously. Integrity should not be limited to legal
compliance or the organization’s formal internal rules structure only, but integrity should be
embedded into the for organization’s and individual’s performance or key performance
indicator. Thus, initiatives should be taken by the organization to incorporate the ethics and
integrity in the organisation’s vision and goals.

A slightly higher score of leadership dimension (81.40%) was seen. This shows that
the leaders in the public sector organizations take responsibility to shape, guide, and support
the organization’s ethics and integrity initiatives. However, from the results found, it can be
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seen that there is little or no active leadership, involvement, or accountability regarding ethics
and integrity. However, it can be seen that most of the leaders receive training and coaching in
integrity and provide coaching about integrity to their subordinates. A lot of improvement
should be done for the accountability dimension to increase the level of ethics and integrity in
the organizations. One of the improvements that can be made, is the disclosure of financial
performance of the organisation to the stakeholders. The organization should react or respond
to audit/inquiry officer seriously and must disclose information required. The organizations
should also use ICT and other social media to disclose the relevant information to the
stakeholders.

Whistleblowing is the sixth place in terms of score (80.80%). It shows that the
organization supports employees to speak up and make reports of unethical actions. The
strategies and assurances are being offered to people who wish to make the organization
mindful of conceivable deceptive conduct, offense or any illicit activities. To achieve the 100%
level, the organizations should focus in making the policy that encourage employees to follow
the “chain of command” when facing workplace issues. The next dimension is organizational
culture with the same score as the whistleblowing dimension. Organizational culture explores
the efforts by the organizations in shaping the  organizations’ culture (both written and
unwritten rules that dictate how work is performed and goals are reached) and whether that
culture actively promotes ethical conduct. Results show that the respondents think that “it is
considered safe to speak about wrongdoings at the organization”. However, it would be better
if there are role models among the leaders in the organization. Findings show that most of the
employees tend to keep a low profile in the organization and they perceived a significant gap
between the organization’s ethical communication and its actions.

The ethics communication dimension reveals the same score as whistleblowing and
organizational culture dimensions, which are also ranked at number six. This indicates that the
public sector organizations have implemented all three dimensions (ethics communication,
whistleblowing and organizational culture) to maintain the level of ethics and integrity in their
organizations. Thus, ethics communication is important to act as reminders to employees to
behave ethically. Employees should be reminded of the organisation’s vision and goals, and
also given information on unethical behaviour that occurs in the organisation. Also,
communicating ethical conduct and integrity is an important aspect to promote the reputation
of the organization. In addition, occasional reminders by the human resource department or
management to employees, about policies and compliance requirements is necessary to increase
the level of ethics in the public sector organization.

Confidential advice and support dimension (78.40%) showed that in general, the
organization provides confidential, neutral, professional and independent ethics advice to
employees, supervisors, managers, executives, members of the governing bodies and other
stakeholders. Almost all respondents agree that there is special resource available for those who
seek ethics advice confidentially. It is believed that ethics advice is confidential, and employees
are encouraged to speak directly to their leaders if they have questions about ethics, integrity or
compliance. The organization’s chief legal officer (whom in this study is proxied to the chief
integrity officer) is not really being viewed as the ultimate source for the best ethical advice.
The integrity officer is also not being fully authorized to issue “safe harbour” letters in which
the employees, who are seeking for advice, can be reassured that they cannot be disciplined
because they relied upon that advice. Thus, the organizations should improve on these issues if
the highest percentage score is to be achieved for this confidential advice and support
dimension.
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The next dimension of ethics training and education obtains a slightly lower score
and ranks in the bottom three This dimension explores the ethics and integrity awareness, skill-
building training and education, and the integration of such training into the overall
development to all staff. The respondents opined that the person in charge of designing and
delivering training does have specific expertise in ethics and integrity. It's because the training
programs on ethics and integrity are not brief and focus on informing the employees about
policies and meeting legal requirements. The training provided is not being fully integrated with
the overall training curriculum, but, being offered as a stand-alone course. Thus, organizations
should provide a minimum number of state-of-the-art integrity training per year to all board
members, executives, managers, supervisors, staffs and agents, and establish a minimum
number of ethics training hours to be completed annually for each category of learner.

The second-lowest score is measurement, research and assessment dimension with
a score of 77.20%. However, it still provides an indication that the organization does undertake
research to support ethics strategies to create the culture of ethics and integrity. Organizations
need to continuously try to improve their level of ethics and integrity by benchmarking with
other organisations who have successfully measured and assessed the level of ethics of their
organisation.

The lowest in twelve dimensions is infrastructure, in which the public sector should
focus on this dimension to increase the level of ethics and integrity. Respondents agreed that
organization should have an infrastructure or individual responsible for integrity in their
organization. The result also indicates that majority of the respondents acknowledge that
organizational integrity is recognized as a unique discipline requiring specialized skills,
knowledge, and experience and the integrity functions should not be performed as an additional,
secondary duty of mid-level staff. The integrity function should be subjected to regular audit
oversight.

Meanwhile, for the three dimensions to measure the Quality of Chief Integrity Officer,
it shows that Independence was found not to have significant relationship with the level of
ethics and integrity. This result is consistent with Qun (2013) where he found that independence
was not significant in determining the internal audit effectiveness. In this study, independence
was also found not significant in determining the level of ethics and integrity. This implies that
the reporting level used as the proxy of the independence dimension does not affect the quality
of Chief Integrity Officer. In addition to that, it was found that both operational and functional
reporting level in this current study was to their head of department. One of the possible reasons
is because, unlike previous studies, this study focused on the public sector entities where the
culture of reporting is directly referred to the immediate superior for any issues that raised.

The second dimension of the quality of chief integrity officer (CIO) was competence.
It was found to have significant and positive relationship with the level of ethics and integrity
in the Malaysian public sector organizations studied in this research. Competence in this study
refers to the working experience and the level of education. The finding in this study is in line
with the previous research by Irwin and Bradshaw (2011). They also found that the more
competence officer will influence a good ethics programs to be in place. Hunt and Vintel
(1986,) had also discussed the significant of competence in some ethical judgement models
explained in their Theory of Ethics. Indirectly, previous research conducted by Mihret and
Yismaw (2007), Rai (2008) and Qun (2013) had found that the competency of the personnel is
crucial factor in determining the overall quality of their expert field. These researchers agreed
upon the finding on which competence internal auditors are required to ensure they performed
their audit works properly and at highest quality. Similarly, if the officers in this current study
possess the competency such as work experience related to ethics and integrity, the skills and
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knowledge regarding the ethics and integrity, it is most likely that they will contribute in the
overall quality of Chief Integrity Officer which subsequently influence the level of ethics and
integrity in the organization. For instance, the competency level of CIO in this study is quite
high where almost 90% of the respondents have either master’s degree or a bachelor’s degree
qualification with 42% of the respondents have average year of services related to ethics and
integrity for more than 12 years. Moreover, more than 80% of respondents own professional
certificate or qualification related to ethics and integrity program. These had contributed to the
high percentage score level of ethics and integrity obtained in this study. Hence, it can be
concluded that the concern of engaging the right person with suitable skills especially the Chief
Integrity Officer would be portrayed through the improvement on the level of ethics and
integrity in their respective organizations. This can also be supported by recent quotes in the
local online newspaper stating that the certified integrity officers during their five-year service,
had taken down 4,000 complaints and pursued to the end 1,600 of the complaints including
those classified as “misconduct” (News Strait Times, 2018).

The dimension of Quality of C1O, work performance has the highest mean score of
4.21, indicating that respondents mostly agreed with the job description of the chief integrity
officer. Work performance also scored the largest beta coefficients (0.32) in the multiple
regression analysis indicating that this dimension has the strongest contribution in explaining
the variance of the level of ethics and integrity. This finding is in line with the research paper
published by Trevifio et al. (2014) where they found that the efforts of ethics and compliance
officer to initiate and manage variety of ethics and integrity related programs can be beneficial
in terms of improving employees’ perceptions and decreasing inappropriate conduct. The work
performance as the dimension of the personnel’s quality is also supported by the previous
research conducted by Qun (2013). He found that the work performance of the internal auditors
contributes to the overall quality of internal auditors. Respondents perceived that they are
responsible to coordinate and monitor the ethics and integrity programme as well as
implementing a recovery integrity program, monitoring the services delivery system in the
organization, and assisting the Integrity and Governance Committee. Moreover, they are also
in charge of coordinating the actions taken on the breach of ethics and integrity. Integrating all
these work scope responsibilities, it ensures the quality of chief integrity officer and eventually
contributes in the higher percentage score level of ethics and integrity as discussed in the
previous section.

Moreover, integrity units should be established with its own head of integrity unit. It
can be seen from chi-square result that there is significant relationship between the position as
head of integrity unit with the quality of chief integrity officer. Even though it is not empirically
proven in this research that establishment of integrity unit is highly interrelated with the work
performance of the CIO, realistically, people work properly well if they have specific job
description and scope of work as compared to those who are not given any specific job
description. In this study, work performance is measured based on the CIO’s role to coordinate
and monitor integrity program, report any breach of integrity, coordinate the action take on
breach of integrity, implement the recovery program on integrity to increase the level ethics
and integrity in public sector.

Ethical climate was found to have significant and positive relationship with the level
of ethics and integrity (Beta coefficient 0.27; p < 0.05; confidence interval 95%). This is
supported by the Hunt and Vitell’s Theory of Ethics (1986,) where apart from personal
characteristics which is, he quality of CIO, the organizational environment also plays crucial
factors in influencing the level of ethics and integrity in the organization. In this study, this
organizational environment is represented by the ethical climate. In other words, ethical climate
of the organization may influence the ethical decision and attitude or behaviour making which
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eventually gives impact to the level of ethics and integrity. This finding is also consistent with
research conducted by Chouaib and Zaddem (2013) which suggested that the ethical climate
have an impact on the effectiveness trust of work and consequently, increase the level of ethics
and integrity within the organization. Ethical climate was also found to be a critical factor in
influencing the employees’ perception of how their organization emphasizes the ethical aspect
of business and encourages employees ethical work behaviours (Kwon et al., 2013). Similarly,
Shafer (2015) analysed the ethical climate of professional accountants in Hong Kong and
reported that there is a significant relationship with ethical judgement on an organization. The
mean score obtained for this variable is also quite high which is 4.09. The high mean value
indicates that the respondents perceived their organization practices a high ethical climate in
public sector. This study also found that the public sector organizations promote a transparent
ethical surrounding, implements a strict code of ethical rules and enforces mechanism to prevent
unethical behaviour. These are essential factors in creating an awareness of ethical and integrity
among public servants.

CONCLUSION AND IMPLICATIONS

Thus, the contributions made by this study is useful for raising awareness especially
among the public employee to adopt good governance in various ways to ensure the
organization is more influenced by an ethics and integrity environment in the public sector.
Thus, an office of integrity should be set up with full authority to implement ethical activities.
The organizations in the ministry department and statutory body, can be headed by a Chief
Integrity Officer with sufficient funding given to carry out their duties and promote and
disseminate on ethics and integrity. And, through competence which are through experience
and education level and work performance which is the job scope of quality of CIO become
significant to increase level of ethics and integrity in the public sector. C1O with these attributes
will contribute insights and can help to improve the integrity unit in the organizations so that
the level of ethics and integrity can be increased higher and consequently, reduce the unethical
scandals in the organization.; The competence level of the CIO is measured based on their
experience and level of education. With regards to that, by appointing a highly experienced and
skilled CIO, it could help in solving the unethical scandal effectively. To increase the
competency level of the CIO, they are highly advised to enroll in more professional
qualification courses related to ethics and integrity. All CIO should have graduated with the
Certified Integrity Officer course provided by the Malaysian Anti-Commission Academy
(MACA).

The government can also improve the existing ethical climate by implementing the
control and monitoring procedure of the employee at various departments of public sector to
enhance the ethical behavioural practices. This is \so that, employees at public sector are
expected to perform high integrity and high ethical values consistently during the undertaking
of their tasks with transparency and responsibility. Other than that, top management should
look at the procedure, code of conduct, legislation, and guideline as these plays a major role in
influencing level of ethics and integrity in public sector organisations. Despite many efforts
taken to increase the level of integrity, the number of complaints and the number of arrested
people remain high. To create the culture and climate of integrity, the civil servants are
encouraged to participate in seminars on integrity, forums, and dialogues organized by relevant
agencies and organizations. Besides that, these initiatives are concurrently strengthened with
compliance constructs such as the national pillars (Rukun Negara), code of ethics, integrity
pledge, general circulars and many other formal documents expounding good values.
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The limitations and suggestion of this study for future research on similar topic to
make an improvement in this study field. Firstly, the number of samples should be increased
and could be focused on the Chief Integrity Officers who has graduated the Certified Integrity
Officer course conducted by Malaysian Anti-Corruption Academy, in other words the future
study focuses on CelO (Chief Integrity Officers). Therefore, the effectiveness of those in charge
of integrity, whom has gone through the certification process can be examined. Furthermore,
the sample studied can be extended to include the ethics officers from the State Government
and a comparison can be made between the ethics officers at the Federal Government. A future
research may also include an analysis of gender and the focuses on the integrity unit in public
sector organizations all over Malaysia for both states departments and government link agencies
along with the federal departments. Interviews can also be done to enable more in-depth
explanation of issues studied. Moreover, on the issue of the distribution of questionnaire, the
researcher should deliver it personally to the respondents personally, so that the researcher may
take the opportunity to conduct a briefing session on explaining the questionnaire to the
respondent rather than using online questionnaire. By doing so, this could avoid any potential
conflict or misunderstanding among the respondents. In addition to that, the number of
questionnaires for respondent needs to be reduced and the analyzed by using PLS-SEM. It is
strongly suggested that the research approach could possibly be utilized by a qualitative
research approach such as an in-depth interview with the Chief Integrity Officers with case
studies approaches in combination with survey questionnaires.
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