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Abstract The paper explores the interrelations between
ethical organisational culture and organisational innova-
tiveness in two different socio-cultural contexts, Finland
and Lithuania. According to the Global Innovation Index
2013, Finland ranked 6th and Lithuania 40th in terms of the
national capacity to produce innovations. Prior research by
Riivari and Lamséa (J Business Ethics 124:1-17, 2014) and
Riivari et al. (Eur J Innov Manag 15:310-331, 2012)
argues the importance of the ethical dimension of organi-
sational culture in fostering the organisational capacity to
innovate. In this paper, a different context is taken to test
hypothesised differences between the two multidimen-
sional phenomena. The paper discusses the findings of 2
surveys in Finnish and Lithuanian public organisations
(respectively, ngp = 477 and npt = 757). Data analysis
shows that ethical organisational culture affects organisa-
tional innovativeness, in particular process and behaviour
innovativeness in both organisations. The findings suggest
that some ethical virtues such as congruency of manage-
ment, discussability and clarity can be explained by an
institutional rather than socio-cultural context. However,
the effect of transparency and sanctionability in the Finnish
organisation and congruency of supervisors, supportability
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and feasibility in the Lithuanian organisation rests on
peculiarities of a socio-cultural context.
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Introduction

Organisational innovativeness as an organisational capability
to create new ideas and solutions, experiment and engage in
creative processes (Lumpkin and Dess 1996) is considered a
key element in innovation development (Wang and Ahmed
2004; Yu et al. 2013), organisational performance (Cho and
Pucik 2005) and regional competitiveness (Broekel and
Brenner 2011). It urges researchers and organisations to
identify the factors determining its development and growth.
This applies not only to private companies but also to public
organisations, which are under pressure to use tax-payers’
money responsibly and satisfy public interests by providing
innovative solutions to social and environmental problems.
This pressure has resulted in reforms of the public sector,
many related to the concept of New Public Management
(hereafter—NPM, Hood 1991), and demand deliberate
changes and renewals in the processes and structures of
public organisations to ensure better provision of services
and products to society and optimal organisational perfor-
mance (Politt and Bouckaert 2011). These changes have
resulted in attempts to adopt benchmarking, quality man-
agement, management by objectives and other management
ideas as NPM innovations for public organisation manage-
ment (Hansen 2011) with various rates of success, leading us
back to the question of the factors influencing innovativeness
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and innovations. Here we make a distinction between the two
terms. We consider innovativeness as the capability to pro-
duce innovations, the number, character, developmental
extent and implementation of which may at the same time
vary (cf. Tajeddini et al. 2006).

A number of studies have argued that organisational culture
is an important condition for organisational innovativeness
(Martins and Terblanche 2003; Mumford 2000; Sarros et al.
2008; Valencia et al. 2010) and, as Biischgens et al. (2013,
pp. 763-774) maintain, “[b]y now, it is common sense that
organisational culture is a key to innovation success”. How-
ever, despite the recognition of organisational culture as a
factor influencing organisational capability to innovate, there
is still little agreement on the type of organisational culture
that helps organisations to be innovative (Biischgens et al.
2013). Nevertheless, one aspect of organisational culture that
scholars agree is important in this respect is the congruence of
values among organisation’s members. Prior research high-
lights organisational values of trust and empowerment, tol-
erance of error, organisational learning, open communication,
participative decision-making and cooperation as determi-
nants of organisational innovativeness (Biischgens et al. 2013;
Hurley and Hult 1998; Keith and Frese 2011; Martins and
Martins 2002; Martins and Terblanche 2003). They charac-
terise an organisational context that motivates employees to
engage in exploration and experimenting, knowledge sharing
and creation and, thus, account for innovation development
(Ellonen et al. 2008; Sankowska 2013). However, the capa-
bility to innovate includes a risk-taking component, which
may sometimes prompt individuals to think and act innova-
tively yet irresponsibly and unfairly to others, disregarding the
long-term perspectives of organisational development and
society (Baucus etal. 2008; Gino and Ariely 2011). Therefore,
urge for organisational innovativeness in public organisations
has ethical implications (Jordan 2014). The search for inno-
vative solutions to optimise organisational performance and,
for example, reduce public costs in administering systems,
may have unintended consequences such as growing unem-
ployment because employees were substituted by technolo-
gies or marginalising certain social groups such as low-
income households which cannot afford access to techno-
logical innovations such as Internet-based public services.
Therefore, an organisation’s attentiveness to ethical values
such as honesty, fairness, justice, integrity, (mutual) respect,
equality and openness when practising innovativeness is
particularly important for gearing it towards the common
good and securing public trust. In particular, the importance of
the ethical aspects for practicing innovativeness grows in
public organisations with mission to ensure equality and social
welfare for its citizens.

Despite the apparent importance of the ethical dimension
of organisational culture, little empirical research has been
carried out on the interrelation between ethical organisational
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culture and organisational innovativeness both in the private
and public sectors. This gap has been addressed in recent
studies by Riivari et al. (2012), Riivari and Limsi (2014), who
have found a positive interrelation between ethical organisa-
tional culture and organisational innovativeness. Their studies
were carried out in the Finnish society, which is strongly
dominated by values of accountability, equality, trustworthi-
ness, honesty and justice (Helkama and Seppild 2006; Kujala
2004, 2010; Lamsa and Viljanen 2014). However, there is no
knowledge whether the same interrelation is valid in a dif-
ferent socio-cultural context such as Lithuania. Lithuania is a
post-Soviet society where historically private interest,
authenticity and the originality of the people were suppressed,
while free-riding and opportunistic behaviour were wide-
spread (Morgan 1998), and following dual norms was the
usual technique for survival (Ivanauskas 2011). Hence, it is
characterized by low trust, low organisational commitment
and an attitude to organisational values as declarative (Lamsi
and Pucétaité 2006; Pucétaité et al. 2010; Vasiljeviené 2000;
Ziliukaité et al. 2006). Due to a lack of trust among society’s
members, a willingness to share ideas and cooperate on
developing new services or improving processes may be
limited in this context. These socio-cultural differences may
affect organisations’ capability to innovate, which is also
implied by the countries’ ratings in the Global Innovation
Index 2013, where Finland is ranked 6th and Lithuania 40th in
terms of their capacity to produce innovations.

Furthermore, management of public sector organisations in
the chosen societies may also be significantly different.
According to Politt and Bouckaert (2011, p. 73), in Finland,
public organisations are managed by “consensual, often meso-
corporatist styles of governance”, and the services they pro-
vide are considered a source of social welfare (Oinas 2005). In
Lithuania many public organisations are still hierarchical and
autocratic, although significant reforms were made before and
after accession to the EU in 2004, in particular, by changing the
general attitude to citizens towards seeing them as customers
of public institutions. However, in public discourse there is a
strong opinion that the public sector is wasteful, and the level
of institutional trust in major public organisations has been low
for decades (Hlepas 2013; Kuokstis 2012).

Therefore, in this paper we are interested in possible
differences of the ethical virtues of organisational culture
that account for particular types of organisational innova-
tiveness in public organisations operating in two different
socio-cultural contexts. In this way, we attempt to make two
contributions to the academic literature in the field of factors
influencing organisational innovativeness. Firstly, we
investigate the impact of ethical organisational culture on
organisational innovativeness and, secondly, we focus on
particular organisational virtues that account for particular
types of organisational innovativeness. To our knowledge,
no studies to date have compared the relationship between
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the ethical culture of organisations and organisational
innovativeness in different socio-cultural contexts. Conse-
quently, we specifically extend existing knowledge of the
relationship by making a comparison between Finland and
Lithuania. Throughout this paper, we develop hypotheses
and test them in two public sector organisations in Finland
and Lithuania. The findings of this study lead to a discussion
of how managers of public organisations can foster more
favourable contexts for organisational innovativeness which
enhances the common good.

Conceptual Background of the Study
and Hypotheses

Organisational culture is one of the most researched topics
in organisation studies, approached using a variety of
theories, methodologies, epistemologies and political ori-
entations (Alvesson 2011). On the one hand, it is regarded
as a system of negotiated symbols, shared and learnt
meanings and understandings, which are constructed
through language and social interaction, and, on the other
hand, as shared beliefs, values and norms which are mea-
surable and manageable and linked to action effects
(Alvesson 2011, p. 14). In this paper, we take the latter
view and define organisational culture as a combination of
formal structures, systems and organisational practices and
informal, unspoken, taken-for-granted assumptions, norms
and behavioural modes that may go unreflected in organi-
sational life (Trevifio et al. 1998; Schein 1990). Following
this logic, the formal component of ethical organisational
culture is constituted by ethics management systems with
particular tools such as ethics codes, ethics training and
ethics auditing and so on, leadership and human resource
management practices, and the informal component of
assumptions, beliefs, values, behavioural norms, role
models and stories that are ethically loaded (Huhtala et al.
2013; Kaptein 2010; Trevifio et al. 1998). We maintain that
ethical organisational culture is characterised by the con-
gruence of formal and informal components and promotes
not only organisational goals but also the common good.
From this perspective, organisational cultures, which only
have formal elements such as ethics management tools but
do not encompass ethical values in their daily operations,
are not really ethical (cf. MacLean et al. 2015).

Despite the attention from scholars towards ethical
organisational culture, empirical research on its interrelation
with innovativeness is not common. Although studies on the
association of organisational culture and innovation can be
found (Prajogo and McDermott 2011; Valencia etal. 2010; cf.
Biischgens et al. 2013), most of them focus on the competing
values framework by Quinn and Spreitzer (1991), overlooking
its ethical dimension. In this study, we apply the Corporate

Ethical Virtues (hereafter—CEV) model, a multidimensional
construct and measurement of the ethical culture of an
organisation (Kaptein 2008). The model rests on a virtue-
based theory of business ethics (Solomon 2004) that has its
roots in Aristotle’s virtue ethics and considers certain char-
acteristics or virtues as indicators of an ethical character. This
theory views organisations as morally and socially responsible
agents, and maintains that organisations as communities
nourish individual virtues through corporate environments
directed towards integrity or, in other words, moral excel-
lence. In this way, an organisation creates a community of
practice whose members develop and/or possess virtuous
character traits by duly fulfilling their responsibilities and
contributing to the common good (Solomon 2004). Moreover,
virtuous organisations possess the capability to produce ben-
efits for multiple stakeholders intentionally rather than by
accident.

Consequently, according to Kaptein (2008), the ethi-
cality or virtuousness of an organisation can be determined
by the extent to which the organisational culture stimulates
the organisation’s members to act ethically and prevents
them from unethical behaviour. The CEV model consists of
eight virtues: clarity, congruency of supervisors, congru-
ency of management, feasibility, supportability, trans-
parency, discussability and sanctionability. In an ethical
organisation, these virtues are implemented and maintained
both by organisational practices and individual decisions
and actions. Clarity refers to an organisation’s explicit
expectations of its employees that they will act ethically. In
practice, this virtue manifests itself through codes of con-
duct, the organisation’s members following the rules with
integrity and concerns with the organisation’s stakeholders.
The congruency of supervisors and management refer to
how supervisors and management act as role models for the
employees. These virtues stand for integrity demonstrated
by the organisation’s leadership (Bauman 2013). Ethical
organisations are led by people who consider ethics as
important and embody ethical values in their decisions and
behaviour. Moreover, professional leaders are expected to
follow professional norms and standards, which prioritise
societal welfare over individual and organisational interests
(Vasiljeviene 2000). Feasibility is related to the resources
allocated by an organisation so that its employees would be
able to follow the normative expectations. This virtue is
reflected in time, information, training and/or finance given
by the organisation to enable its employees to act respon-
sibly and in an environment that is free from coercion to
compromise individual integrity or bypass clearly set rules.
Supportability denotes organisational support and encour-
agement to follow the norms. In practice, this means
reciprocal respect, trust and sincere striving for the com-
mon good in a community of practice. Transparency is the
degree to which the consequences of ethical or unethical
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employee behaviour are perceived by the employees
themselves and their colleagues. It means that the organi-
sation has risk management and monitoring systems to
ensure that detrimental behaviour does not go unnoticed.
Discussability concerns opportunities for employees to be
open and sincere when facing ethical issues and the pos-
sibility to discuss them. Ethical organisations are not naive
agents; therefore, ethics hotlines or round-table discussions
that are meant to raise moral concerns may be integral
elements of their character. They welcome constructive
criticism and feedback-giving, and take mistakes as
opportunities to learn rather than for punishing the guilty.
Ethical organisations take responsibility for processes,
which may have determined detrimental individual beha-
viour. The last virtue, sanctionability, relates to the degree
employees perceive that unethical behaviour is punished
and ethical behaviour rewarded in the organisation. In
practice, sanctionability is reflected through criteria inte-
grated in human resource management practices such as
(annual) evaluation, promotion or dismissal. FEthical
organisations promote those individuals who have a repu-
tation for ethical behaviour, take disciplinary actions for
unethical actions, set preventive mechanisms to eliminate
the possibility of such repetitive behaviour and incite due
expectations from the employees. In this way, they create a
corporate mind-set that relates expectations of the good life
by practising ethical virtues and developing the virtue of
integrity that completes an organisation as an ethical agent.

The CEV model has an outspoken ethical dimension. For
example, clarity is a pre-condition for an individual’s secu-
rity and the autonomy to make decisions with integrity;
thereby, making it possible to assume responsibility for his or
her actions. Congruency of supervisors and management are
related to the value of integrity, which is a pre-condition for
trust development in an organisation (Mayer et al. 1995).
Feasibility demonstrates the organisation’s respect for its
employees and ensures their dignity at work: when an
organisation provides its employees with the resources to
fulfil their responsibilities, this indicates an appreciation of
basic human dignity (Wieland 2003). Supportability rests on
interpersonal trust and reciprocity and strengthens the indi-
vidual’s identification with the organisational values, norms
and rules (Kaptein 2008). Transparency, discussability and
sanctionability denote equality among employees disre-
garding their position and civic attitude towards violations of
ethical norms. According to Kaptein (2008), the first three
values embody the organisational capacity of self-regulation;
feasibility and supportability constitute the self-providing
capacity of organisation; and the last three virtues denote the
self-correcting capacity. All these capacities are important
for ensuring the ethical character of an organisation.

The other concept used in this study, organisational inno-
vativeness, is also regarded as a multidimensional construct
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based on the conceptualisation and measurement presented by
Wang and Ahmed (2004). Their model includes five dimen-
sions of organisational innovativeness (hereafter—ON):
product, market, process, behaviour and strategy. Product
innovativeness relates to the newness of an organisation’s
products and services. Examples of product innovativeness
include the organisational capability to initiate new pro-
grammes or develop technologies that enhance the service
quality and quality of life for citizens. Market innovativeness
concerns new approaches to reaching target audiences. Mar-
ket innovativeness is manifested, for example, by communi-
cation techniques that try to reach citizens living in severe
poverty, the homeless, long-term unemployed, addicted and
socially excluded citizens to offer respective services. Process
innovativeness refers to novel production methods, manage-
ment styles and technologies that are applied to enhance
production and management systems. This type of innova-
tiveness includes the implementation of new management
systems such as quality management, redesigning work pro-
cesses and introducing project management as a way of
operating. Behaviour innovativeness denotes employee and
management resourcefulness and interest in new ideas, and
organisational encouragement to think and act originally and
creatively. This can be seen in initiatives based on stakeholder
engagement such as co-creation with stakeholders (e.g. often
clients of the organisation) to improve services (Gouillart and
Hallett 2015). A set of behaviour innovativeness demon-
strated by front-line employees could be, for example, finding
innovative ways to correct problems or responding to cus-
tomer complaints, which may grow into process innovative-
ness if instant (yet principle-oriented) reactions are combined
into a system. Finally, strategy innovativeness is related to the
organisation’s capability to achieve goals, identify gaps in
goals and resources, react in a timely manner to changes in the
market and management’s willingness to experiment and
search for original approaches to problem-solving, showing
due appreciation to talented and innovative people. Examples
of strategic innovativeness in the public sector include the
introduction of green procurement, e-government systems,
crowdsourcing, digitalising archives and partnerships with
private companies. Various types of organisational innova-
tiveness may be intertwined. For example, the capability to
engage in partnerships may result in co-creation initiatives, a
more empathetic attitude to the socially excluded and
respective arrangements of tasks and work practices to pro-
vide services tailored to their needs.

Ethical organisational culture can stimulate organisa-
tional innovativeness in several ways, for example, by
strengthening positive self-evaluation and the self-percep-
tion of employees, their identification with their social role
and the organisation, fostering open communication,
cooperation and productive behaviour. We expand on these
interrelations in the following paragraphs.
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In general, organisational culture accounts for how indi-
viduals internalise organisational values, as it exerts influ-
ence on employees through the processes of socialisation,
coordination and control (Bandura 1971; Biischgens et al.
2013). On the other hand, individual values can also have an
effect on organisational values through group interactions
and the legitimisation of new norms and values (Bandura
1971; Tajfel 1982). Social interactions in an organisational
context construct group and role identities (Ashforth and
Mael 1989), which, in turn, affect personal identity. Among
the numerous identities a person can have, values are the
core that creates cohesiveness among them (Hitlin 2003). If
personal and organisational values are congruent, an
employee’s motivation to identify with a group, department
or organisation she works for increases (Ellemers et al.
2013). This is achieved through person-organisation fit,
which denotes congruence between the values and norms of
individuals and organisations and which affects positive
employee outcomes such as job satisfaction or organisa-
tional commitment (Chatman 1989; O’Reilly et al. 1991).

When an organisation sets innovativeness as a goal and
pursues it by following ethical values, which are congruent
with employees’ values, employees can experience positive
moral emotions such as respect for and pride in the
organisation and oneself because of the achievement and
acting in accordance with responsibilities (Malti and
Latzko 2012). For example, a study by Huhtala et al.
(2013) demonstrates that an organisational culture which is
perceived as ethical directs managers’ personal goals to
more social and prestige-oriented goals, e.g. gaining
recognition and appreciation from other members in the
organisation and society at large. Experienced positive
emotions motivate employees to apply their professional
experience and knowledge for the best of the organisation
and, thus, engage in creative processes that enhance
organisational innovativeness.

Furthermore, congruence of personal and organisational
values and positive self-perception account for the will-
ingness in individuals to trust the organisation and its
members, and this enhances cooperative behaviour. This
context constitutes a favourable basis for communities of
practice (Brown and Duguid 1991) to emerge. Communi-
ties of practice are characterised by organisational learning
and knowledge sharing (Easterby-Smith et al. 2000), which
are essential for the capability to innovate. An ethical
organisational culture strengthens the perception for the
members of these communities of being safe, recognised
and appreciated for their work and contribution in the
organisation, which can affect their creativity, knowledge
sharing and ability to work with others and on their own
(Park 2005), leading to the capacity of organisational
innovativeness. Hence, we formulate the first hypothesis as
follows:

H1 Ethical organisational culture determines organisa-
tional innovativeness.

Although prior research on the role of ethical organisa-
tional culture in promoting organisational innovativeness
both in public and private sectors is scarce, some assump-
tions on the effect of ethical values on certain types of
organisational innovativeness can be drawn. For example, a
study by Fernandez and Moldogaziev (2013a, b) provides
empirical support to the association between employee
empowerment and innovativeness. The researchers concep-
tualise employee empowerment as a multidimensional
construct consisting of four managerial practices such as (1)
providing information about goals and performance results,
(2) offering rewards based on performance, (3) giving
training to ensure job-related knowledge and skills and (4)
granting discretion to change work processes. These prac-
tices imply ethical virtues, some of them related to the CEV
model. For example, the first one would not be possible
without clarity, transparency and discussability, the second
involves sanctionability and the third and fourth rest on the
virtues of feasibility and supportability. The study focused
on frontline employees in public sector organisations and
provides arguments that their empowerment affects product,
behaviour and process innovativeness because empowered
employees can flexibly and promptly change and improve
processes and capture the changing needs of clients. In
particular, granting discretion to employees was found to
significantly account for the initiation of innovation as it
provided the autonomy to act in an innovative way. Hence,
it can be assumed that in our study the virtues of clarity,
transparency, discussability, feasibility or supportability will
influence product, behaviour and process innovativeness.

This assumption is also supported by Brettel et al.
(2015). Their study used the Competing Values Framework
to study the relationship between organisational culture and
innovativeness as a part of the construct of entrepreneurial
orientation. Their findings imply that group organisation
culture, which is characterised by interpersonal cohesion,
mutual trust, inclusion and loyalty—the values that are
represented by supportability, discussability and trans-
parency in the CEV model—will affect the behaviour and
process dimensions of organisational innovativeness.

Prior research on the role of leadership on organisational
innovativeness lends support to our assumption that the
virtues of congruency of management and supervisors can
affect various dimensions of organisational innovativeness.
According to Hansen (2011), the bureaucratic and symbolic
power that the organisation’s management usually possess
has a crucial influence on the process of innovation: they can
scan the external environment for new ideas and bring them
to the organisation to consider and decide to adopt them,
thus, resulting in new strategic, market and product
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innovativeness. Moreover, they can encourage employees to
be innovative by displaying role model behaviour, fostering
a culture of learning and dialogue by giving feedback and
asking for advice from specialists, hence, encouraging pro-
cess and behaviour innovativeness. Empirical research on
the interrelations between different virtues of the CEV
model and dimensions of organisational innovativeness in
Finland has yielded positive results (Riivari et al. 2012;
Riivari and Lamsi 2014). These authors demonstrate that
congruency of management affects organisational innova-
tiveness and, in particular, behaviour, process and strategy
innovativeness. Therefore, it can be assumed that congru-
ency of management and supervisors may have an effect on
a range of types of organisational innovativeness.

On the other hand, as noted by Biischgens et al. (2013),
high reliability in organisations such as airlines, hospitals,
schools, tax inspections and so on, require stable and
consistent processes as well as clearly defined rules and
responsibilities to guarantee an environment of safety for
the customers and enable its employees to act profession-
ally. As most of these organisations belong to the public
sector, it can be assumed that in a public organisation the
virtue of clarity will affect process innovativeness but may
hinder behaviour innovativeness. Based on the effects of
different virtues on the types of organisational innova-
tiveness, we formulate the following hypothesis:

H2 In public organisations, ethical organisational culture
will have a stronger impact on process and behaviour inno-
vativeness than on product, strategy or market innovativeness.

The studies by Riivari et al. (2012), and Riivari and
Liamsd (2014) have shown that discussability and congru-
ency of management can have an effect on organisational
innovativeness, and in particular on process, behaviour and
strategy innovativeness. Yet, organisational virtues are
dependent on a socio-cultural context and the values upheld
by a particular society. Therefore, the effect of organisa-
tional virtues on innovativeness can also vary in a different
socio-cultural context. For example, one of the countries in
this study—Finland—has a well-developed infrastructure
for innovation, including an outstanding education system,
which could account for the country’s rank at 6 out of 142
countries in the Global Innovation Index 2013 (Cornell
University et al. 2013). The other country in this study—
Lithuania—has a much weaker infrastructure for innovation
development: only in the second decade after it regained its
independence in 1990 did businesses and the government
start making strategic investments in innovation. As a result,
in the Global Innovation Index 2013 Lithuania was ranked
40th (Cornell University et al. 2013). Clearly, the innovation
context itself is one of the major differences between the two
countries and may determine higher levels of organisational
innovativeness in Finland compared to Lithuania.

@ Springer

From the viewpoint of societal values, Finns put strong
emphasis on honesty, openness and integrity in private and
business life, and society can be described as high-trust both
from an institutional and interpersonal viewpoint (Kujala
2010). These values create a socio-cultural context that
appreciates ‘diversity, authenticity, tolerance and inclusive-
ness’ (Oliveira and Breda-Vazquez 2012, p. 523) and, in this
way, may facilitate innovativeness development in organi-
sations. Besides, Finland is rather a transparent and corrup-
tion-free country, ranking 3rd out of 177 countries in the
Corruption Perceptions Index 2013 (Transparency Interna-
tional 2013). In Lithuania, the rudiments of social networks
and blat (Rehn and Taalas 2004), kickbacks to high officials
and flattering them with small gifts that were typical of soviet
life under continual deficit can still be found in many
organisations, in particular, in the public sector. This could
explain the country’s ranking at 43 in the Corruption Per-
ceptions Index 2013 (Transparency International 2013).
Moreover, due to suppressed individualism, dual norms and
social games during the soviet era (Ryan 2006; Sztompka
1999; Ungvari-Zrinyi 2001), to this day employees can still
be rather reserved in expressing their true and sincere
thoughts and intentions, and lack tolerance of certain social
and ethnic groups (Pilinkaité-Sotirovi¢ and Zibas 2011;
Ziliukaité et al. 2006), which may inhibit cooperation or
eliminate people from organisations with a tendency towards
original thought. Hence, weak values of transparency,
openness and participation in this socio-cultural context may
be problematic in the organisational setting and result in a
weak(er) contribution to organisational innovativeness.

Furthermore, the socio-cultural context determines how
people are managed in organisations (Kanungo and Jaeger
1990; Pucetaite and Ladmsa 2008). For example, employees in
Nordic countries such as Finland expect inclusion in decision-
making, autonomy and evaluation on the grounds of perfor-
mance criteria (House et al. 2004). In post-Soviet societies
such as Lithuania, employees expect leadership behaviour to
demonstrate confidence, decisiveness, assertiveness and
group protective behaviour (House et al. 2004; Pucétaité and
Liamsa 2008). As the image of the prosecution of citizens that
were critical of the state is still fresh people’s collective
memory, conformism with the leader’s opinion may also be
outspoken. From the viewpoint of ethical virtues, it can be
assumed that discussability, transparency and feasibility will
be less practised in Lithuania than in Finland, and therefore,
their effect on organisational innovativeness and its types will
be weaker. The importance of the leader in post-Soviet
organisations may also mean that congruency of management
and supervisors will have a much stronger effect on innova-
tiveness than in Nordic organisations where participative
methods are much more practised. Due to its societal past,
when relationships with significant others determined
exceptions to the rule or preferential treatment (Ivanauskas
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2011), the virtue of sanctionability may be less practised in
Lithuanian organisations. Therefore, its effect on, for exam-
ple, behaviour innovativeness that is most strongly related to
individual innovativeness and, possibly, account for depar-
tures from the norms, may be weaker in Lithuanian
organisations.

On the other hand, public organisations are usually regu-
lated through extensive legislation and formal rules. There-
fore, an ethical virtue such as clarity may be strong and affect
innovativeness similarly in Finland and Lithuania. Public
sector reforms often introduce process innovations such as
quality or environmental management systems, in some
cases ethics codes as well; therefore, there is a reason to
assume that clarity will be institutionalised through those
systems. Hence, we formulate the final hypothesis as follows:

H3 The impact of ethical virtues on the types of organ-
isational innovativeness will be different in Finnish and
Lithuanian public organisations.

Figure 1 visualises the dimensions of ethical organisa-
tional culture and organisational innovativeness, and
depicts the hypothesised relationship between the two
constructs. Two types of organisational innovativeness (i.e.
process and behaviour) are highlighted as those that may be
most affected by CEV.

Research Setting

Using a standardised questionnaire, the empirical data were
collected from public organisations in Finland (Ng = 715,
ngp = 477, a response rate of 67 %) in 2011 and Lithuania
(NLt = 1221, npr = 757, a response rate of 62 %) in
2013. At the time of the research the Lithuanian

Clarity

Congruency of
supervisors

Congruency of
management

Feasibilit
Y —— Corporate ethical

Supportability | _—

Transparency

Discussability

Sanctionability

1 virtues (CEV) |——

organisation was certified by the quality management
standard ISO 9001 and had an ethics code. Meanwhile, the
Finnish organisation did not have any of these. However,
the Finnish organisation had formulated responsibility as
one of the principles in its organisational strategy.

The response rates from both organisations were above
50 %, which makes the samples representative of the two
organisations. The main characteristics of the samples from
Finland and Lithuania are presented in Table 1.

Both samples are dominated by women, 60 % in the
Finnish sample and 80 % in the Lithuanian. Most of the
respondents in both samples are specialists (over 80 %) and
have a higher education with an academic degree (78 % in
the Finnish sample and 92 % in the Lithuanian one). Most
respondents in the Finnish and Lithuanian samples are rather
familiar with the organisational practices and culture, as the
average number of years in the given organisation is
respectively 13 and 14 years (SD 10 and 8 years respec-
tively). The age of the respondents was measured differently
in the Finnish and Lithuanian samples: the former marked
the date of birth, and the latter chose one of the year ranges
(e.g. 21-30, 31-40 etc.). The mean of the Finnish respon-
dents’ age was 48 (SD 11), and the largest age group (45 %)
in the Lithuanian sample was above 51-years, followed by
41-50 (29 %). Hence, both samples are dominated by
middle-aged respondents.

The questionnaire in Finland was available as an
e-survey to all employees (Riivari and Limsd 2014). The
questionnaire in Lithuania was distributed as an e-survey
after having contacted the top management and posting the
link to the communication department for its further dis-
semination to the employees.

The questionnaire consisted of three thematic scales.
Ethical organisational culture was measured using the CEV

’—{ Product ‘

—I Market |

Organisational —I Process ‘
innovativeness (INN)

—I Behaviour ‘

L{ Strategy |

Fig. 1 The relationship between ethical organisational culture and organisational innovativeness
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Table 1 Finnish and
Lithuanian sample

Finnish sample Lithuanian sample

characteristics

The population 715 1221
Sample size 477 757
Response rate 67 % 62 %

Gender
Female 60 % 85 %
Male 40 % 15 %
n.i. 0 % 0 %

Position®
Employee 6 %

Expert/specialist 83 % 86 %
Administrative staff 10 %
Manager/supervisor 11 % 3%
n.i. 0 % 1 %

Education
Academic degree 78 % 92 %

Work experienceb
In current position/organisation (average years) 13 14
SD 9.78 7.93
Range 45 41

? “Employee” just in the Finnish sample, “Specialist” in the Lithuanian sample, “Expert/specialist” in the
Finnish sample, “Administrative staff” just in the Lithuanian sample

b «Position” in the Finnish sample; “Organization” in the Lithuanian sample

questionnaire (Kaptein 2008), which consists of 58 state-
ments encompassing 8 virtues (i.e. clarity, congruency of
supervisors, congruency of management, feasibility, sup-
portability, transparency, discussability and sanctionabil-
ity). The items were evaluated using Likert scale from 1 to
6, 1 denoting “strongly disagree” and 6 “strongly agree”.
Organisational innovativeness was measured using the
20-item questionnaire by Wang and Ahmed (2004), which
consists of 5 thematic blocks related to product, market,
behaviour, process and strategy innovativeness. A 7-point
Likert scale was used with 1 meaning “strongly disagree”
and 7 “strongly agree”. Participants in the Lithuanian
sample could also select “I do not know” as their answer;
this was coded as missing data and eliminated from further
analysis. This, in part, explains the smaller sample of
answers in the Lithuanian study. Some items were origi-
nally negatively worded and were reversed for analysis in
the overall data. The third block of questions included the
background characteristics of the respondents.

Statistical analysis of the data was accomplished using
the SPSS 22.0 software for Windows. The data were
analysed in two samples (i.e. Finnish and Lithuanian) and
two groups of variables: a group consisting of five vari-
ables measuring different types (i.e. product, market,
strategy, process and behaviour) of ON, and the other
group consisting of eight variables measuring ethical
organisational culture or CEV (for detailed descriptions of
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this set of variables see Kaptein 2008; Riivari and Lamsi
2014; Riivari et al. 2012). We used two samples instead of
one as the organisations represented two different societies
and their cultures could be considerably different. There-
fore, using one sample to test the research framework
would not have allowed to make proper statistical gener-
alisation. Another advantage of using two samples rather
than one for statistical analysis allowed us to make inter-
pretations how socio-cultural contexts affect two organi-
sations which are similar from the viewpoints of work
content and structures but may practise different values and
therefore have two different characters (i.e. cultures),
which is suggested by the virtue theory. Besides, when
developing hypothesis 3 we argued that the relationships
between particular virtues and types of organisational
innovativeness are different and did not question how
socio-cultural background (e.g. nationality) of the respon-
dents will affect the relationships in focus.

The data were analysed in several steps. First, for an
initial exploratory comparison of the Finnish and Lithuanian
samples, descriptive characteristics were calculated (i.e. min
and max values, mean, std. deviation). At this point, a short
comment about some differences of the Finnish data anal-
ysed in this paper and the one published in the Journal of
Business Ethics (Riivari and Liamsd 2014) has to be made. In
the mentioned paper, the variables of discussability and
sanctionability were calculated as averages, which were
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arithmetically rounded for the statistical analysis. In this
paper, the exact data are used in the analysis, which explains
the differences in the descriptive indicators and the results of
the regression analysis.

Second, ordinary partial correlations (Pearson’s r coeffi-
cients) between different types of CEV and ON were cal-
culated for the Finnish and Lithuanian samples with gender
as a control variable. Gender was controlled for, as prior
research indicates that women are more sensitive to ethical
dimensions in social phenomena and problem-solving
(Donoho et al. 2012). Third, the effects of the virtues of
CEV on different forms of organisational innovativeness
were tested using a series of linear regressions (stepwise
method). Based on that, different interpretative models were
developed with a range from 1 to 4. The paper discusses the
models with the highest explanatory power (adj. R%).

Findings

The findings of the descriptive data analysis are presented in
Table 2. Cronbach’s alphas for CEV and ON as multidi-
mensional variables in the Finnish and Lithuanian samples
are, respectively, .97 and .98 (CEV) and .86 and .90 (ON),
which suggests high reliability and internal consistency of

Table 2 Descriptive findings

the scales in both samples. The means of the respondents’
evaluations for the CEV and ON in the Finnish organisation
are 4.3 and 3.9 respectively (SD .634 and .702, respectively).
The mean of CEV in the Lithuanian sample is almost the
same, 4.5 (SD .827), and the mean of ON is higher by 1
point, 4.9 (SD .927). The results of the independent samples
T test reveal that the average evaluations of all CEV and ON
dimensions are statistically significantly different in the
Finnish and Lithuanian samples.

From the overall perspective, the Lithuanian respondents
evaluated dimensions of both CEV and ON higher than the
Finnish ones except for the virtue of feasibility, which was
almost the same in both organisations. A greater difference
was found in the means of market innovativeness and
strategy innovativeness, which were higher by 1.5 and 1
point respectively in the Lithuanian organisation.

At this point, the number of responses to the survey
questions in the Lithuanian sample should be commented
upon. The largest number of missing answers is in the
evaluations of organisational innovativeness: more than half
of the respondents avoided a definite answer in respect to
strategy innovativeness. The behaviour dimension, which
had the least number of missing categories, was not evalu-
ated by more than 30 % of the respondents. The dimensions
from the CEV model, which were not evaluated by more

Finnish sample

Lithuanian sample Cronbach’s o

Variables N Min Max Mean SD Cronbach’s o N Min Max Mean SD

Organisational innovativeness
PROD 477 1.5 7.0 4.3 919 12 472 1.0 7.0 4.9 936 a7
MARK 477 1.0 5.5 35 745 47 497 1.0 7.0 5.0 948 42
BEHA 477 1.0 6.5 39 1.151 .85 513 1.0 7.0 4.6 1.412 .85
PROC 477 1.0 7.0 4.5 .904 71 459 1.0 7.0 5.0 1.211 5
STRA 477 1.0 7.0 3.6 957 49 389 1.0 7.0 4.6 1.149 .56
ON, total 477 1.8 6.5 39 702 .87 291 1.0 6.7 4.9 927 .90

Ethical organisational culture
CLAR 477 1.7 6.0 4.9 .652 91 510 1.8 6.0 52 .839 92
CONS 477 1.8 6.0 4.8 918 .94 620 1.0 6.0 52 1.091 .96
CONM 477 1.5 6.0 4.6 .884 .92 634 1.0 6.0 5.1 1.123 .93
FEAS 477 1.0 6.0 4.8 782 .82 695 1.0 6.0 4.7 1.191 .84
SUPP 477 1.0 6.0 39 952 91 603 1.0 6.0 4.7 1.055 .90
TRAN 477 1.6 6.0 39 751 .84 341 1.0 6.0 43 957 .86
DISC 477 1.7 6.0 4.2 871 .94 432 1.0 6.0 4.6 1.055 94
SANC 477 1.4 6.0 4.1 814 .90 387 1.0 6.0 44 1.078 91
CEV, total 477 22 5.9 4.3 .634 97 248 1.9 5.9 4.5 .827 .98

Organisational innovativeness PROD product innovativeness, MARK market innovativeness; BEHA behavioural innovativeness, PROC process

innovativeness, STRA strategy innovativeness

Ethical organisational culture CLAR clarity, CONS congruency of supervisors, CONM congruency of management, FEAS feasibility, SUPP
supportability, TRAN transparency, DISC discussability, SANC sanctionability

Results of independent samples T test The average evaluations of all ON dimensions are statistically significantly different; the average

evaluations of all ON also are statistically significantly different
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Table 3 Partial correlations

with gender as a control variable Country Virtues Innovativeness

Product Market Behaviour Process Strategy

Finland Clarity 225%%* 167** 387 406%+* 229%%*
Congruency of supervisors 200%** .080 Q72K 370%** 212%%*

Congruency of management .230%* 166%* 531 525%%* .398%*

Feasibility .064 .040 .305%* 250%% 176%%*

Supportability 216%* .160%* A446%* 40274 297

Transparency 249%%* 2171%%* A41%* A405%%* 315%*

Discussability .202%%* 181%* 559%%* SI1H* 310%*

Sanctionability 221 .196%* 563%%* AT2H* 336%*

Lithuania  Clarity A30%* A46%* .523%%* 553%%* AT4%%

Congruency of supervisors 323%* 289%* A433%%* .358%* 387

Congruency of management A423%* 426%* 564+ 490%* 483

Feasibility .047 .167* .100 .056 283%*

Supportability A15%* A414%% 574%% A83Hk A415%%

Transparency 351 293 ** A418%* A07H* 305%*

Discussability A433%% .366%%* ST1H* AT1H* .398%*

Sanctionability A15%* 333 552%%* AT79%* A51H*

¥ p < .05; % p < 01; *** p < 001

than half of the respondents, were transparency and sanc-
tionability. The results indicate that the respondents either
avoided a direct answer or simply did not have enough
knowledge of organisational practices related to CEV or
ON. This could explain a significantly higher mean in the
evaluations of strategy innovativeness in the Lithuanian
sample: presumably, those who answered had more
knowledge about organisational practices related to strategy.
However, the factual response rate to the definite variables
does not explain other differences but is rather indicative of
the extent of the respondents’ knowledge or reflection on
certain value-laden organisational practices.

In the Finnish sample, the virtues that score highest are
clarity (mean 4.9, SD .652), congruency of supervisors and
feasibility (means 4.8, respective SD .918 and .782). In the
Lithuanian sample, as in the Finnish sample, clarity and
congruency of supervisors (mean 5.2, respective SD .839 and
1.091) score highest, closely followed by congruency of
management (mean 5.1, SD 1.123). Hence, at perception
level, the self-correcting capacity of an organisation is most
missing in both organisations. From the perspective of ON,
process innovativeness is among the dimensions that score the
highest in both Finnish and Lithuanian organisations (re-
spectively, means 4.5 and 5.0, SD .904 and 1.211). Product
innovativeness has the second highest mean in the Finnish
(4.3, SD .704) and the third in the Lithuanian sample (4.9, SD
.936). The results of the paired samples T-test demonstrate
that only the average evaluation of product and behaviour
dimensions of ON in both samples have no statistically sig-
nificant difference. In the case of CEV, most dimensions were
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evaluated as statistically significantly different in both sam-
ples. However, in the Finnish sample, there is no difference
between the average evaluations of congruency of supervisors
and feasibility, supportability and transparency; in the
Lithuanian sample, congruency of supervisors and clarity,
feasibility and supportability, feasibility and discussability,
feasibility and sanctionability, transparency and sanction-
ability received the same average evaluations (p > .05).

The partial correlation analysis with gender as a control
variable yielded statistically significant positive results
among all types of CEV and ON in both the Finnish and the
Lithuanian samples (Table 3), except for the interrelations
between the following pairs: market innovativeness on the
one hand and congruency of supervisors and feasibility on
the other hand, product innovativeness—feasibility in the
Finnish sample and product, market and behaviour inno-
vativeness on the one hand, and feasibility on the other
hand in the Lithuanian sample. As indicated by the num-
bers, perceptions of the interrelations between the types of
organisational innovativeness and the virtue of feasibility
are least affected by gender.

The regression analysis between CEV and ON as mul-
tidimensional variables yielded statistically significant
results, which support H1. The adjusted R? in the analysed
relationship is higher in the Lithuanian sample than in the
Finnish one, respectively, .4 and .3 (p < .01, B coefficients
.629 and .544), suggesting that CEV has more explanatory
power for ON in the Lithuanian organisation.

Considering the effect of different values on ON as a
multidimensional variable, the triad of congruency of
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Table 4 Regressions

Dependent ON PROD INN MARK INN PROC INN BEHA INN STRA INN
variable
Finland
Adj. R 322 .073 .043 326 372 170
Constant 9.91 2% 10.439%#* 15.114%%* 4.515%%* —.872 5.3k
Independent CONGM .313%#* TRAN 185%#*%  TRAN 211%** CONG .307*** SANC .193*%  CONGM  .3237%:#*
variables M
(Betas) SANC 194 CLAR 136%* DISC 240%**  CONGM .205%** TRAN 142
TRAN 147%* CLAR  .117* DISC 197%*
CONG S .107*
Lithuania
Adj. R? 487 243 228 343 415 263
Constant 6.119%:%* 6.515%%* 7.896% 3.618%:k* 2.304% 5.089%s#:k
Independent CONGM .501#*%* CLAR 263*%**%  CLAR .293*** DISC 194%%  CONGM  .290*** CONGM .279%**
variables CLAR 382%*%  DISCUS .287***% SUPP  .229%* CLAR  .442*** DISC .200%* CLAR 223k
(Beas) — congs - 3424 SUPP  262%* FEAS  .135%
SUPP .188* FEAS —.127%*

*p < .05; % p < 01; #% p < 001

management, sanctionability and transparency explain
32 % of ON (Table 4) in the Finnish sample, and the four
virtues of congruency of management, clarity, congruency
of supervisors and supportability explain 49 % of ON in
the Lithuanian sample. Notably, however, coefficient beta
between congruency of supervisors and ON in the given
sample is negative, which indicates that the supervisor’s
behaviour may diminish organisational innovativeness.
The same effect can be observed in the relationship
between feasibility and behaviour innovativeness, i.e. the
beta coefficient is negative there as well (—.13, p < .05).
These findings indicate a different set of organisational
capacities that impact upon ON in the Finnish and
Lithuanian organisations. In the Finnish sample, the virtues
that affect ON represent self-regulating and self-correcting
capacities, and in the Lithuanian sample, the explanatory
virtues are primarily related to the capacity to self-regulate.
Further regression analysis between different types of
ON as dependent variables and virtues of the CEV model
as determinants demonstrates that process and behaviour
innovativeness are most strongly affected by ethical virtues
both in the Finnish and the Lithuanian samples (respec-
tively, adj. RZ, .33 and .37 and adj. R .34 and .42,
p < .001). Ethical virtues have almost no effect on product
and market innovativeness in the Finnish sample (respec-
tively, adj. R? .07 and .04, p < .001), but do affect them in
the Lithuanian sample (respectively, adj. R> .24 and .23,
p < .001). However, the effect on these types of ON is
weaker compared to the effect of CEV on process and
behaviour innovativeness. These findings support H2.

Considering the effect of ethical virtues on certain types
of innovativeness, some virtues repeatedly occur in several
models, yet their combination with other virtues differs.
For example, in the Finnish sample, the virtue of congru-
ency of management has an influence on process, beha-
viour and strategy innovativeness; transparency, on
product, market and strategy innovativeness; discussability,
on process and behaviour innovativeness; and clarity, on
product and process innovativeness. In the Lithuanian
sample, clarity affects all types of innovativeness except
behaviour; discussability affects product, process and
behaviour; congruency of management affects behaviour
and strategy; and supportability affects market and beha-
viour innovativeness. The discussed impact of ethical vir-
tues on the types of ON are illustrated in Fig. 2.

In general, the ethical virtues that impact on different
types of ON vary between the two countries. For example,
behaviour innovativeness in the Finnish sample is affected
by sanctionability, congruency of management, discuss-
ability and congruency of supervisors (respectively, betas
19, p < .01; .21, p < .001; .19, p < .01 and .11, p < .05),
while by congruency of management, discussability, sup-
portability and feasibility (respectively, betas .29,
p <.001; .20, p < .5; .26, p < .01 and —.13, p < .05) in
the Lithuanian sample. Although two ethical virtues are
identical, their weight is different. In the Finnish sample,
employee behaviour is regulated by the knowledge of
sanctions for improper behaviour, which implies that the
systems in the organisation are built on fairness and justice.
In the Lithuanian sample, organisational capability to
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Lithuanian public organisation

Finnish public organisation
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Fig. 2 Results of regression analysis in the Lithuanian and Finnish public organisations

engage in creative processes is affected by the role models
and examples set by the management. Process innova-
tiveness is affected by discussability and clarity in both
samples, yet in addition, congruency of management plays
a role in the Finnish sample. Congruency of management
matters in strategy innovativeness in both samples, yet its
effect is the strongest in combination with transparency in
the Finnish, and clarity and feasibility in the Lithuanian
sample. These results lend support for H3.

Discussion and Conclusions

In this study we explored the interrelations among dimen-
sions of ethical organisational culture and organisational
innovativeness in two public organisations operating in two
socio-culturally different contexts, i.e. Finland and Lithuania.
Our findings supported all three hypotheses: ethical organi-
sational culture has an effect on organisational innovative-
ness, process and behaviour innovativeness are most strongly
affected by ethical organisational culture, and ethical virtues
influencing organisational innovativeness to some extent
vary in Finnish and Lithuanian public organisations.

In this respect, our study lends cross-cultural support to
the research in Finland on the impact of ethical organisa-
tional culture on organisational innovativeness (Riivari and
Lamsa 2014; Riivari et al. 2012). Moreover, it indicates the
crucial importance of congruency of management, discuss-
ability and clarity for enhancing a public organisation’s
capability to innovate, in particular, at behaviour and process
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levels in both socio-cultural contexts. In particular, this result
is important with respect to the virtue of clarity that implies
the presence of documented rules or detailed procedures,
which can be a hindrance to organisational creativity as
suggested by Amabile et al. (1996). Yet, in the public sector,
clarity induces innovativeness through the knowledge of
ethical principles and values, which one expects to be fol-
lowed by all employees of a particular organisation or even
sector. Hence, clarity creates the basis for creativity and
improvising in an ethically secure environment and ensures
the individual’s autonomy to practise her expertise, providing
high-quality services to citizens at the same time. This
finding is in line with suggestions made by Fernandez and
Moldogaziev (2013a, b) and points out the need for clearly
defined rules and consistent reliance on them in a public
sector organisation. Therefore, our study contributes to the
academic discourse on the effectiveness of codes of ethics
(Kaptein and Schwartz 2008), indicating that they serve as an
instrument for ensuring security (Vasiljeviene 2000), self-
regulation (Cavanagh 2004) and stimulating the capability to
innovate. Admittedly, in the long run, the problem of over-
bureaucratization may arise; therefore, reflection of rules,
procedures and processes from the perspective of their
functionality should be a regular practice in organisations
that are committed to high-quality public service.

In addition, the findings provide evidence that opportuni-
ties to discuss ethical issues provided by ethics management
tools such as ethics training can also enhance organisational
innovativeness. Becoming familiar with co-employees’ moral
attitudes and questioning one’s own beliefs and behaviour
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from an ethical perspective facilitates the process of becoming
‘moral acquaintances’, which is a pre-requisite for trust
development (Lidmsd and Pucétaite 2006). Consequently,
trust enhances the chances of knowledge sharing and coop-
eration, which is essential to organisational capability to
innovate. Finally, the integrity of managers and their support
for ethics management systems also strengthens organisa-
tional innovativeness by creating consistency and security for
the employees, who open up their potential for creativity in
regard to organisational goals. If these goals are compatible
with the common good, ethical virtues may be helpful in
ensuring a culture that fosters innovativeness and overcomes
the risk that creative employees may tend to innovate disre-
garding the common good as noted by Gino and Ariely (2011).
In this respect, an ethical organisational culture has the
potential to become a factor for responsible innovativeness
and innovations. The latter academic discourse is compara-
tively new but scholars in this field highlight economic, social
and environmental impacts of innovation as a process and an
outcome (Blok and Lemmens 2015; Halme and Korpela
2014). Thus, ethical organisational culture is a set of collective
characteristics that ensures responsible processes for innova-
tive outcomes which promote the common good.
Considering the ethical virtues that determined organi-
sational innovativeness and its particular types, we have to
acknowledge that some findings opposed our initial
assumptions. For example, we expected that congruency of
management would be a much more important virtue in the
post-Soviet (i.e. Lithuanian) context, and democratic val-
ues such as discussability would be more important in the
Nordic context. Our findings indicated that these virtues are
important in both contexts, suggesting that the effect of
clarity, discussability and congruency of management on
organisational innovativeness may be determined by the
institutional rather than the socio-cultural context.
Another characteristic that is typical of both studied
organisations is the considerably weak effect of ethical
organisational culture on product and market innovative-
ness in the public sector. This can be explained by the fact
that products or services in public organisations are highly
standardised and routinized; therefore, innovative pro-
cesses or individual actions when providing services are
the only fields where innovativeness can be manifested.
Moreover, most large public organisations globally are
rather hierarchical, and hierarchical structures and cultures
were found to inhibit product innovativeness (Valencia
et al. 2010). Besides, there are usually no or very few
competitors for certain public sector organisations, despite
global efforts to decentralise and privatise the public sec-
tor. In this case, the low dependence of market innova-
tiveness on ethical organisational culture could be
explained by the lack of marketing programmes in the
organisation. Strategy innovativeness may also be little

affected by organisational-level factors if the strategy for a
public organisation is formulated by the government.

On the other hand, the study highlights differences in the
importance of ethical virtues for organisational innovative-
ness. For example, transparency and sanctionability were
established as determinants of several types of organisational
innovativeness in the Finnish organisation while these did not
play any role in the Lithuanian organisation. The importance
of sanctionability, which emerged as a result of the regres-
sion analysis in the Finnish organisation, implies that the
employees’ capacity to think and act creatively, for example,
in problem-solving, or to engage in new activities, is
encouraged by the knowledge that ethically proper behaviour
will be rewarded and improper punished. A perception of
justice ensures safety and security in the organisation and
may incite benevolence to reciprocate the organisation, for
example, by sharing tacit knowledge and applying one’s
skills to the benefit of the organisation.

The results from a post-Soviet society organisation imply
the importance of relational aspects in fostering organisa-
tional innovativeness. For example, supportability is excep-
tionally active in respect to innovativeness in the Lithuanian
organisation and has no effect in the Finnish organisation. In
particular, behaviour innovativeness is motivated by colle-
gial support, trust and relationship quality, which may also be
an indication of groupthink. Therefore, considering the
society’s past, this dependence raises organisational risks that
exceptions to rules or regulations could be made if people in
decision-making positions start abusing their power and
engaging in “cover-up” behaviour with their supervisors or
colleagues relying on relationships with them. This risk is
diminished by well-perceived virtues constituting capacity
for self-regulating; however, the lack of sanctionability and
transparency in the culture may account for cases of harmful
innovativeness that undermines public trust in institutions.

Moreover, in the Lithuanian organisation congruency of
supervisors and feasibility had negative impact on organi-
sational innovativeness. These results have strong socio-
cultural implications. First, the negative impact of con-
gruency of supervisors could be a result of socialisation in
a post-Soviet context. For a long time, the leader was
considered responsible and accountable for all outcomes in
organisations. Even when more participative principles and
team-working practices were introduced in Lithuanian
organisations after the shift from the planned to market
economy, employees tended to comply with the leader’s
opinions and suggestions (Seilius 1999). Hence, consider-
ing the age of the respondents and the socialisation time in
the given organisation it can be assumed that in this public
sector organisation employees tend to ascribe themselves a
role of task performers rather than idea-generators if the
supervisor is innovation-oriented. On the other hand, con-
gruency of supervisors in public organisations operating in
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the post-Soviet context often manifests through compliance
with the letter rather than the spirit of the law because of
the low level of trust in the society. Compliance with rules
may be understood as a guarantee of legitimacy and
accountability of decisions and risk management, under-
mining the negative (possibly, unintended) consequences
of discretion. However, too rigid a compliance with the
rules and procedures may also undermine organisational
innovativeness. This aspect explains positive effect of
congruency of supervisors in the Finnish organisation as it
operates in a high-trust societal context which gives more
freedom to practise discretion (cf. MacCarthaigh 2011). In
such societies, citizens believe that public servants and
institutions will rely on ethical principles and professional
norms and congruency of supervisors may be perceived as
compliance with principles rather than rules.

The negative effect of feasibility on behaviour innova-
tiveness could be explained by a psychological effect.
Although employee empowerment with resources is
important to innovation development, in some cases suf-
ficiency of resources may act against innovativeness as the
comfort zone is large enough and there are no motivators to
induce changes in the “usual” attitudes and behaviour
which produce break-through results (Gibbert et al. 2007).
Hence, as many public organisations in new democracies
have to deal with the scarcity of resources, this constraint
may act positively on the skills of individuals to cope with
their job tasks and result in employing innovative problem-
solving methods as suggested by Gintner et al. (1989).
Considering the ethical issues present in this socio-cultural
context, the management in these organisations have to
implement proper monitoring practices and strengthen the
virtues of clarity and discussability to ensure that the
organisation not only serves individual clients or solves
urgent problems but also promotes the common good. In
this way, it would diminish the possibility of unethical
innovative behaviour that is characteristic of creative
employees (cf. Gino and Ariely 2011).

Our study has some limitations. As anonymity and con-
fidentiality was promised to the organisations, a deeper
analysis of other contextual factors affecting organisational
innovativeness in particular organisations (e.g. in the form of
a case study) was not possible. Therefore, we acknowledge
that the findings obtained from the two organisations are not
generalizable to all public sector organisations. To increase
our knowledge about the effects of ethical organisational
culture on organisational innovativeness, a sample should be
increased to include more public organisations from each
country or/and the results have to be compared to data from
the private sector. It is very likely that the virtues and their
effect on innovativeness will differ. Findings from a con-
siderably different socio-cultural context or from other
organisations in Nordic and post-Soviet societies could also

@ Springer

provide data for more generalisable conclusions. Using
mixed methods (Riivari 2015), i.e. carrying out a quantita-
tive study with qualitative methods such as interviews with
managers of organisations, document analysis or participant
observation, could also contribute to more generalisable
results.
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