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The Influence of Customer’s Ethical Decision Making Model on
Advertisement Effectsin Different Advertisements Appeals

Abstract

With the tendency of global competition and the fast development of information technology, the
mode of marketing advertisement has gradually diversified; therefore, the business companies apply
distinct advertising modes to attract consumer's attention in order to encourage their shopping desires.
Under the keen competition, because of the insufficient regulation related to marketing media and the
failures of management, the unreal and misunderstanding advertising modes, and the offenses against
consumer's rights are pervasive which have caused advertising ethical issues. Thus, upon the
dimension of rational ethical decision, this study refers the reliability of advertising agents provided by
Ohanian( 1990 )and Kamins (1990), and simplifies "Multidimensional Ethics Scale" (MES) to evaluate
the persona dimension of the advertising ethical decision making Model, and the factor of moral
intensity offered by Jones (1991). Upon the dimension of advertising effect, the study refers the
concepts of emotional transition and individual affects provided by MacKenzie et a.(1986). These two
dimensions are integrated as research framework to explore consumer's advertising ethical decision
model using the products of body lift, which influences the advertising effects of spokesman’s appeal.

As the research results show, the reliability of advertising spokesman significantly influences
advertising attitudes. Further, the attraction of spokesman positively and significantly affects
advertising memory, advertising attitude and brand attitude. Thirdly, the suitability of spokesman
significantly affects advertising memory and advertising attitude. Fourthly, the advertising memory,
advertising attitude and brand attitude influence consumer's shopping intention. Fifthly, advertising
attitude negatively and significantly affects consumer's shopping desires. Finally, the mora intensity
of consumer's ethic decision positively and significantly influence their shopping desires.

Keywords: advertising ethics, ethical decision making model, spokesman  appeals
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B 300 300 300 300
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306 AFT Y PR BN A AR 1

LT RB¥E TERLFE tie  REFEL SMCR) mHiR FE
%3 E
R e 0.93 21.13*** 0.13 0.87
) 0.94 21.51%** 0.11 0.89
R 3% 3 0.89 19.38*** 0.22 0.78 0.908 0.797
" 38 4 0.81 16.79*** 0.35 0.65
 yEa RIE 5 0.86 17.95%** 0.25 0.75
" 35 6 0.99 21.99*** 0.03 0.97 0.819 0.626
¢ 3E 7 0.67 12.86*** 0.55 0.45
5l 4 ) 0.78 15.48*** 0.39 0.61
R 35 10 0.87 18.37*** 0.24 0.76
RaE 1 0.84 17.41%** 0.29 0.71 0.855 0.782
R 12 0.73 14.08*** 0.47 0.53
R 13 0.69 13.10*** 0.52 0.48
i el R 3E 14 0.74 14.50*** 0.45 0.55
B35 15 0.87 18.59*** 0.24 0.76
R 3% 16 0.81 16.55*** 0.34 0.66  0.854 0.822
B8 17 0.86 18.20%** 0.26 0.74
R 18 0.71 13.77%** 0.49 0.51
B4 FE RIE 1 0.97 22.84%** 0.05 0.95
¢ 3E 2 0.96 22.43*** 0.07 0.93
R 0.68 13.20%** 0.54 046  0.772 0.715
g 4 0.62 11.77%** 0.62 0.38
BT 0.68 13.29*** 0.54 0.46
AR R E 3 0.67 12.54*** 0.55 0.45
g 4 0.81 16.29*** 0.34 0.66
K35 0.81 16.18*** 0.34 066 088 0.739
K6 0.87 17.97*** 0.24 0.76
R 2 R 3E 1 0.83 17.12%** 0.32 0.68
B3 2 0.94 21.04*** 0.12 0.88
38 3 0.79 16.02*** 0.38 062 074 0.740
R 38 4 0.80 16.49*** 0.35 0.65
R+ER #3555 0.71 13.85%** 0.49 0.51
R IE 6 0.74 14.57%** 0.45 0.55
BT 0.90 19.67*** 0.19 081 0878 0.804
7 8 0.86 18.21%** 0.26 0.74
B39 0.84 17.44* % 0.30 0.70
A R 35 10 0.91 20.40*** 0.17 0.83
RaE 1 0.93 21.35*** 0.13 0.87
R 12 0.95 22.24*** 0.09 091 09 0.837
B8 13 0.92 20.73*** 0.16 0.84
EXEN BT 0.87 18.67*** 0.24 0.76
R 15 0.88 19.15%*+ 0.22 0.78
R 35 16 0.86 18.14*** 0.27 073 0908 0819
R 38 17 0.85 17.82*** 0.29 0.71

*p<.05. **p<.01. ***p<.001
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(Carmines & Mclver,1981 ; Chin & Todd,1995 ; Hair, Anderson, Tatham & Black ,1998) - ## 3 2
CEER G R BT3B A E Y B A L W iR v i o

BH W AR 5 0 % i 5o £ PI(Absolute Fit Measures)#; # » GFI=0.70 ~ AGFI=0.66 -

§o] > ILEE PR E > Baumgartner & Homburg (1996)# 3 1977-1994# [ i & & i § 4 47 &% 12 SEM

«ana\%frm184;;u ~ )gict’ » GFI 2 AGFI A *t 72 8 P i e %&bb w5 24% ~ 48% =y :i#ﬁ
T av R R S RMSEA=0.088 - g2 A EIZ B FiE » & #iciE 4 370.08{-0.102. FF » ¥ %
7T %s“: 5 3 i i pe(Browne & Cudeck,1993 ; MacCallum, Browne & Sugawara,1996) -

w3 i fe £ Rl (Incremental Fit Measures)dq 1= & > NFI=0.88 ~ NNFI=0.91 - CFI=0.92 -
IFI=0.92 - RFI=0.87 » ¥ *>*0.9532 8 & ; % fj »<if fe £ i#l(Parsimonious Fit Measures)dp 1%
& » PGFI=0.61 -~ PNFI=0.81> 7= % * >*05532 B HiE » & 787 G228 S BERE 2
BReifpe 277 e E5 TN iRk | o

7 SR il 4

PR L AR IR R S
4y f ] A% 2738.13(P=0.000)
+hd R xz/df <3 33
2487 % NCP f | A 1910.13
#rie2g 1 195 47 RMSEA <.05 0.088
if fie & 47 4% GFI >9 0.70
K18 e A 4 1 AGF >.9 0.66
IR 3 fieds 1 NF >9 0.88
2L 1 i fedn - NNFI >9 0.91
AE -§13 ﬁa},}; & CFl >9 0.92
3 1 i fedn 1R IFI >9 0.92
1024 ¢ {44 1 RFI >9 0.87
% 1 i pe A 4 % PGFI >5 0.61
4R 0 i pedn 1 PNFI >5 0.81

S SEM B3t & o T ie b 050 RI8Y JTBs B g % 1R 1 Glic o BB § RS iR
#2410 Bk P F K H0=0.01 0 BRI BT A 1T ke 25907 > T B B 2 e dh
B2 BB~ SR AR TR ey A W 50012017007 He PRAMBER LG AT Y
PR B EB R L el B AR S SR R T iy A %] 5 0.08 0.04~ 007 F
FREEPARL R - RLEA  SWNEREAREFAM 53 AR 2R - AL LR - &
MR R SR iy A ] 501650255021 TR R Llh A 2 AR - 50
BRXTHFRM A RSFTER LR B4 BA - M E R PEE TR ey W] 5023
033005 " H#RABHFFHR 2R - B2 EATHFAPN - B A FRHME LREEC T
B %y 5 -0.02 0 ¥ AR E 4 'i‘g’fiﬁgiﬁ*ﬁi% TRARAE R Ty 50300 T EEFAPM R
L ROy DRI E IR By 040 R FAAM R AR EHEY LRIRE TR Gy
011 BAEF AR S AR MY LIRS SR iy 5049 TR FAAM o
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28 P H ARTLRAT H AT 42 R L0k B ] R B T

% T8 et (R IR il =8 TiE

B4R 0.01 0.08

L X B4R 0.17** 2.73
S R 0.07 0.976

B4R 0.08 1.12

L el B4R 0.04 0.56
S R 0.07 1.04

B4R 0.16** 2.14

T B4R 0.25** 3.63
S R 0.21** 2.83

B4R 0.23** 2.98

AR B4R 0.33** 4.47
S R 0.05 0.61

A FE MER R -0.02 -0.39
F AR A MER R 0.30%* 5.69
AR MR LB 0.41** 7.56
RAER MR R -0.11** -2.09
&@&a MER R 0.49** 9.60

* % p<0.05 » ** % p<0.01
ﬁwﬁ\giﬁ@i AT R AR KR (PR BEE RIS ZARET) 2R 2
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Behavioral I ntentions between Advertisersand the Advertising Agencies. The

Advertising Ethical Decision-making M odel
Ching-Yuan HUANG" Lichun CHIANG™
Abstract (ID 109P0237)

Recently the ethical issues regarding advertisement originated from unrealistic advertisements
and the raise of the consumers’ rights in advertisement businesses. In addition, decision makers in
advertising are seemed as the key factor involved in unethical behaviors. Decision-makers and agents
in advertising agencies are influenced by individual, situational factors, or business interests caused
differently the behaviora models of advertising ethics, and the distinct presentation styles of
advertisement. Therefore, this study aims to explore behaviora intentions of decision makers in
advertising in terms of the Issue-Contingent Model provided by Jones (1991) as the research theory,
and other ethical decision-making models done by Ferrell and Gresham (1985), Trevifio (1986) and
Ferrell, Gresham, Fraedirch (1989), such as a Contingency Model of ethical decision-making in a
marketing organization, and the Situational-Individual Model. In understanding different viewpoints
of ethical decision-making models, these models are established based on four factors originated from
Rest’s (1986) ethical decision-making model: ethical perceptions, ethical judgments, ethical intention
and ethical behaviors. This research model applies Jones’ (1991) ethical decision-making model
associated with the mentioned models to construct the reliability and validity of the integrated model
so-called as “the Behaviora Intention of Advertising Ethical Decision-Making”, the model tries to
explore the effects of the factors, including Moral Intensity, Individual Factors (i.e., Mora Philosophy,
and Persona Vaue) and Organizational Factors (i.e., Ethical Code and Ethica Climates) on the
advertising ethical decision makings of the advertisers. The results are expected to explain the
relationships among the factors in decision making.

Keywords : Advertising Ethics, Ethical Decision-Making Model, Issue-Contingent Model,
Advertiser.

I ntroduction

In globalization coming, the competition among businesses has been gradually keen. Businesses
have to promote the sales program to attract the consumers at the pursuit of maximum benefits and
creative famous trademarks. Upon the raise of consumer’s consciousness, consumers have doubts
regarding marketing activities realized by businesses, such as unreal advertisement, bribery, price
collusion, cheating and hiding information in the sale process. These consumer’s rights are scarified
because of business benefits or goals (Chou, et. al., 2000).

In the current time, the media reported consumer’s rights damaged because of unreal
advertisements. According to the laws and statistics of fair trade violation—violation of unjust
competition behaviors reported by the Fair Trade Commission (FTC), Executive Yuan, Taiwan (2006),
the total amount of Ad-cases regarding counterfeiting, the damage of business reputation,
cheating and unreal advertisement and so on is 1870 cases from January, 1992 to February,
2006; especially, the total cases concerning unreal advertisement and misleading
advertisement is 1016 (54%). Upon the violation of advertisement reported from the
Department of Health in the Executive Yuan, Taiwan (2005), there were 344 cases of illegal
advertisement in August and September, 2004, including 13 cases of Medicare, 109 cases of
food advertisement, 122 cases of Chinese medicine, 32 cases of western medicine, 29 cases
of cosmetics and 28 other cases. In these commercials, 73% of violated TV advertisements
were broadcasted in TV programs. One of five TV programmed products was deceptive
commercials, and the most popular violating commercials are cosmetics, body slimming and sexual
function.

Why are unreal advertisements pervasive in mass media? The main reason is that the purpose of
advertisements is usually applied to marketing publicity; in addition, advertisers (i.e. producers,
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importers and marketing ad-mangers) and ad-agencies (i.e. ad-programmers, ad-producers and
advertising staffs) are influenced by individual and organizational factors or the consideration of
business benefits, therefore, they show different advertising ethics in their decision-making behavioral
models which may affect the presentation and effect of advertising styles. Upon the mentioned
illustrations, the flooding of unreal advertisement, the maintenance of consumer’s rights and security
problems become essentia issues in discussing advertising ethics, Furthermore, the main research
motivation in this study is to explore the factors influencing the behavioral intention of advertisers and
ad-agencies in the decision-making model. The research purposes in the study are to examine the
influential factors when advertisers and ad-agencies make advertising ethics decisions, and to
understand the relationships among these influential factors.

This research is a quantitative study. This study proceeds as follows: Section Two reviews the
theoretical arguments and some existing findings related to advertising ethics, such as definitions and
decision-making models. Section Three illustrates the research design, including research model and
hypotheses, research methods (i.e. sampling and measurement). Section Four presents the data
analyses and hypotheses testing results. Section Five discusses our research findings, and finally,
Section Six draws conclusions and provides suggestions to strengthen advertiser’s intention of
advertising ethics.

Resear ch Theoretical Background

Definition of Advertising Ethics

Marketing or advertising any product carries with them strong ethical responsibilities. Products
like tobacco, alcohol, and firearms, have been identified as posing additional, special ethical
challenges for marketers and advertisers or ad-agencies (Coyne & Traflet, 2008). The NYSE’s (New
York Sock Exchange) current guidelines concerning member firm marketing, embodied in the NY SE
Constitution, are basically prohibitive in character, focusing on what constitutes unethical marketing.
For instance, Rule 472, ‘““‘Communications with the Public,”’ states in part no member or member
organization shall utilize any communication which contains (1) any untrue statement or omission of a
materia fact or is otherwise false or misleading; or (2) promises specific results, exaggerated or
unwarranted claims; or (3) opinions for which there is no reasonable basis; or (4) projections or
forecasts which are not clearly labeled as forecasts. (NY SE Constitution, Rule 472 (1) 2006)

What is “advertising ethics”? Beltramini (1999, 2003) pointed out that advertising ethics is a
debatable and contradictory term, for example, public secret, beautiful as ugly and natural show.
Geoffrey (1971) provided four principals of advertising ethics as beneficence, nonmaleficence (don’t
harm), nondeception and nondiscrimination. Susan Tai (1999) defined unethical advertising as those
advertisements having potentially harmful effects for society. A variety of ethical criticisms in
advertising can be divided into the following categories. deceptive advertising, manipulative
advertising, subliminal advertising, stereotyping, fear appeal, sexua advertising and misleading
advertising (Shimp, 1993).

Advertisers and advertising agencies should be aware that advertisements may lead to negative
effects on their brands or products. Hyman, Tansey and Clark (1994) provided seven important issues
related to advertising ethics such as deceptive advertising, children advertising, tobacco advertising,
alcohol advertising, political advertising, racia discrimination advertising and sexual advertising. In
addition to these seven issues, Lee and Shin (1999) offered children and minority advertising,
exaggerated languages and sexual content inside advertisings. According to the mentioned illustrations,
the definition of advertising ethics used in this study is that by using the certain media to advertise the
product, the primary consideration of advertising should be not to damage consumer’s rights with the
value judgment pervasively accepted by the society and the 21% article of the law of fair trade
(misleading and unreal advertisings) provided by FTC as advertising criteria

At the past time, literature related to advertising ethics has focused on induced ad, professional
services ad, political issues ad, debated products ad (i.e. cigarette and alcohol drinking), ad for
children, purposed ad (i.e for aged people) and fear appeals ad and sexual appeal ad ( Zinkhan, 1994;
Hyman et a., 1994; Nebenzahl & Jaffe, 1998; Shaver, 2003). In fact, ethics, law and market responses
should be considered into different advertising contents (Hyman, 1990; Pierce, Gilpin, Burns, Whalen,
Rosbrook, Shopland, & Johnson, 1990; LaTour & Hawthorne, 1994). Different types of advertising
may have distinct ethical debates, therefore, ad-agents’ ad-decisions making is very important. But, it

- 27_



is obvious that the researches are less focused on the empirical analysis related to advertisers and
ad-agents ethical decision-making. Moreover, this study ams to apply ethical decision-making model
to explore the influential factors in affecting advertisers and ad-agents ad-decisions.

Ethical decision-making model

Unethical behaviors occur possibly because of individual behaviors influenced by persona
factors, such as individual value-judgment and morality, social environment or organizational climate
which influence individual code of conducts. Ferrell and Gresham (1985) provided ‘a contingency model
of ethical decision making in a marketing organization’ concerning social, cultural, individual and occupationa
factors, Trevifio (1986) used ‘the situational-individual model’ focusing on ethical dilemma confronted by
decision makers;, Hunt and Vitell (1986) offered a ‘general theory of marketing ethics’ regarding advertisers’
moral judgments; Bommer, Gravander and Tuttle (1987) used the behaviorad model of ethical/unethical
decision making to categorize unethical behaviors such as socia environment), legal/governmental environment,
personal environment, professional environment, work environment and individual attributes; Ferrell, et
a. (1989) provided a synthesis of ethical decision models for marketing; Ethical Decision Making in
Marketing is provided by Dubinsky and Loken (1989).

Ethical Intensity

y @/ \@K
Social, > R
; . Ethical intenti .
E::J(I)trl:é?ln }C Eth|cgl . Ethical DB ical i : entions | 73) Ethical
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Figure 1 The Integrated Model of Behavioral Intentions of Ethical Decision-Making
Resource: Research Structure done by authors based on the eight mentioned researchers (See Notes).

In sum, the above mentioned models are based on Rest’s (1986) ethical decision model including
moral (ethical) perception, moral (ethical) judgment, moral (ethical) intention and moral (ethical)
behaviors. This study uses Jones (1991) ethical decision model as research foundation associated with
Ferrell and Gresham, 1985; Hunt and Vitell, 1986; Rest, 1986; Trevifio, 1986; Bommer, et al., 1987,
Dubinsky and Loke, 1989; Ferrell, et a., 1989 to develop the integrated research model as Fig. 1.
Research M ethod

Research Variables and Research Structure

According to literature review and Jones (1991) providing influential factors, the research
variables are divided into three categories such as individua factors, organizational factors and moral
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intensity, and refers O’Fallon and Butterfield’s (2005) meta-analysis selected 174 journals from 1996
to 2003. The research structure is designed as Fig. 2 according the above mentioned variables.

Ethical Moral
Philosophy Intensity

Individual Value

Judgment A
Ethical Ethical Ethical
Perception Judgment Intention

Ethlcal — / Ethlcal DeCislon Process
Ethical Climate Fig.2 Research Structure

Research Hypotheses

According to Fig. 2, the hypotheses are mentioned as follows:

Hai : In ethical scenario A, moral intensity, ethical philosophy, individual value judgment, ethical

norms, ethical climate and ethical decision process have positive relationships.

H2 : In ethical scenario B, moral intensity, ethical philosophy, individual value judgment, ethical

norms, ethical climate and ethical decision process have positive relationships.

H3 : In ethical scenario A, moral intensity, individual factors, organizational factors have positive

relationships with ethical decision process.

Ha : In ethical scenario B, moral intensity, individual factors, organizational factors have positive

relationships with ethical decision process.

Questionnaires Design

Questionnaires in this study are divided into three parts: (1) to apply virtual scenario as evaluation
tool, each scenario has implied moral/ethical problem in behaviora description. This part has 9
guestions including ethical; perception, ethical judgment, ethical intention and ethical intensity. (2) the
part 2 includes individual ethical philosophy, individual value judgment, ethical norms, ethical climate.
(3) the part 3 isrelated to demographic data such as gender, education.

The virtual scenarios are designed according to Hunt and Vitell (1986) , Lund (2000), Larkin
(2000), Singhapakdi, Marta & Rallapalli (2000), Singhapakdi, Karande, Rao & Vitell (2001),
Honeycutt, Glassman, Zugelder & Karande (2001), Nonis & Swift (2001), Volkema & Fleury (2002),
Razzague & Hwee (2002), Wu (2003), Barnett & Vaentine (2004).

Scenario A: Unreal Advertisement

A is a director of the certain marketing department. The company provided a new product A
which a given function has been tested and proved well, but another has not been test yet and expected
to have a certain function. The advertising company suggests the director A to emphasize these two
functions in advertisement to increase sale numbers. The company has not earned money for a long
time; therefore, the director A decides to accept the suggestion from the adverting company.

Scenario B: Midleading advertisement

Chen is a advertising programmer in a certain advertising company. The boss asks him to
produce a advertisement of a product B. This product B has negative and positive images. Chen
emphasizes the product B with the positive image to increase the sale rate and improve his ability, but
he does not release the negative information of the product B caused physical damage.

Research Sampling and Statistic Method

The research sampling selected from Brainstorm magazine in 2006 reported 500 outstanding
advertisers in 2005 and 36 famous companies in 2005 ad-agents. In addition, the sampling via the
Internet is collected 196 members from the Taipel ad-agents association and 38 members from the
Kaoshiung ad-agents association. The questionnaires are sent to them by mail or email. The data
analysisis applied SPSS 10.1, LISREL8.72 and SEM from Joreskog and Sorbom (1996).

Resear ch Results
Demographic Data
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The questionnaires are mailed to 500 advertisers and 450 ad-agents. The returned cases are 191
advertisers (38.2%) and 114 ad-agents (25.3 %). According to the research results, in terms of gender,
there are 51.5.0% of male and 48.5% female advertisers. By age, most of participants are 31~40 years
old (37.4%); by education, 37.0% of participants have had college degree; by religion, 48.9% of
participants do not have religions whereas 51.1% have religion. (See Table 1)

Tablel Demographic Data

Terms Contents N %
Gender Male 157 51.5
Femae 148 48.5
Age Under 30yrs 109 35.7
31-40yrs 114 374
41-50yrs 55 18.0

Over 51yrs 27 8.9
Education Under high school 73 23.9
College 113 37.0
Undergraduate 99 325

Graduate 20 6.6
Marriage Single 120 39.3
Married 185 60.7
Religion None 149 48.9
Yes 156 51.1
Tenure 5yrs 172 56.4
6-10yrs 57 18.7

11-15yrs 29 9.5

16-20yrs 24 7.9

Over 21yrs 23 7.5

According to virtual scenario A, the results in Table 2 shows unethical situation; therefore,
reliability in the dimension of ethical decision and moral intensity is over .70 (0=.78 & .76); the
reliability of the additional dimensionsis over .80.

According to Table 2, most of ad-agents are oriented toward idealism (5.95), that is, their
behaviors are upon to genera ethical norms, but not their individual subjective judgments. In terms of
individual value judgment, happiness and compromise (6.06), helping people (5.89) and achievement
and life (5.89) are the most important in ordinary lives. Perceptions of ethical norms (5.38), execution
of ethical norms (5.23) are important in the dimension of ethical norms. In the dimension of ethical climate,
legal orientation (5.60) is more important, that is, most of participants consider observing law more than

organizational benefits (4.27) and individual interests (4.18).
Table2 Mean, SD and Reliability in all dimensions

Dimensions Mean SD Cronbach (o)

Ethical decision process® 5.40 1.06 0.81

Ethical intensity 531 1.04 0.81

Ethical decision 5.53 1.19 0.78

process’

Moral intensity 5.57 1.13 0.76

Ethical philosophy

Idealism 5.95 0.87 0.83

Relativism 3.98 1.37 0.86

Individual value

judgment

Responsibility 571 0.78 0.83

Happiness 6.06 0.73 0.83

Achievement/life 5.89 0.76 0.83

Equality 5.67 0.85 0.83

Intelligence 5.74 0.84 0.82

Helping people 5.89 0.80 0.83

Self-dignity 5.83 0.78 0.83

Ethical Norms

Perception of 5.38 1.00 0.83

ethical norms '
Execution of ethical 5.23 1.11 0.83
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norms
Ethical climate

Legal orientation 5.60 0.89 0.83
Caring orientation 5.14 1.04 0.83
Independent 4.40 197 0.84
Judgment

Organizational 4.27

benefits 1.22 0.84
Individual Interest 4.18 1.50 0.87

:t @ ®jsvirtual scenario A; °isvirtual scenario B.

According to Table 3, in virtual scenario A the relationship between ethical decision process and
moral intensity has highest correlation (0.666), but that between ethical decision process and ethic
climate does not have correlation (0.059). Therefore, Hi is rgjected. In virtua scenario B the
relationship between ethical decision process and moral intensity has highest correlation (0.831), but
that between ethical decision process and ethic climate, moral intensity and ethic climate have lowest

correlation (0.142 & 0.209), but have significance. Therefore, H2 is proved.
Table3 Analysisof Virtual Scenario A

Ethical Moral Ethical Value Ethical Norms
Decision Intensity Philosophy Judgment
Moral 0.666**
intensity 305
Ethical 0.220** 0.265**
Philosophy 305 305
Value 0.345** 0.388** 0.340**
Judgment 305 305 305
Ethical Norms 0.271** 0.310** 0.307** 0.431**
305 305 305 305
Ethical 0.059 0.155** 0.229** 0.317** 0.459**
climate 305 305 305 305 305

Note: ** is p<0.01.

Table4  Analysisof Virtual Scenario B

Ethical Mord Ethical Value Ethical Norms
Decision Intensity Philosophy Judgment
Moral 0.831**
intensity 305
Ethical 0.234** 0.273**
Philosophy 305 305
Value 0.394** 0.450** 0.340%*
Judgment 305 305 305
Ethical Norms 0.331** 0.349** 0.307** 0.431**
305 305 305 305
Ethical 0.142* 0.209* 0.229** 0.317** 0.459**
climate 305 305 305 305 305

Note: * isp<0.05; ** is p<0.01.

Upon to H1 and H2, individual value judgments and ethic decision process have positive and
significant correlations, as Morris, Marks, Allen and Peery (1996) did. Moral intensity and ethic
decision process are positive and significant, as Singhapakdi, Vitell and Franke (1999), Butterfield,
Trevifio and Weaver (2000), Barnett and Vaentine (2004), Paolillo and Vitell (2002) and May and
Pauli (2002) have done.

The research uses SEM to test Hz and Ha According to Fig. 3, in virtual scenario A (unrea
advertisement), moral intensity has an significant effect on ethical decision process ($=0.83) whereas
other variables do not have significant effects on ethical decision process. According to Fig.4, in
virtual scenario B (misleading advertisement), only moral intensity has significant effect on ethical
decision process ($=0.95). Ethical philosophy, norms and climate has negative relationship with
ethical decision process, but not significant. Therefore, individua ethic philosophy does not influence
his/her ethic decision process, but moral intensity can influence ethic decision process, as Chou (2000),
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Lien (2002), Butterfield et al. (2000), Shafer, Morris and K etchand (2001) and Barnett (2001) have done.

p §mm——— Moral Intensity
Q Ethic Philosophy
i 83*
ﬂ .
g Individual
(% Value Judgment -
s —2X_Ethic DecisionA
@)
ol
8 =
g8
» o
2
o

Fig. 3 Theethical decision Model of virtual scenario A (Unreal Advertisement)
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Fig.4 Theethical decision Model of virtual scenario B (Misleading Advertisement)

Conclusion

Upon the research results, the factors which can influence ad-agents’ and advertisers’ ethical
decision process are ethical philosophy and individua value judgment such as ethical norms, ethical
climate in the organizationa factors. When advertisers and ad-agents confront different situation,
moral intensity and ethical decision show significant effects. In addition, unethical degree in virtual
scenario A is lower than that in virtual scenario B; therefore, the effect of moral intensity on ethical
decision is more significant (.95>.83).

In fact, individual factors have limited influences on the ethical decision process of advertisers
and ad-agents, that is, their decision-making is dependent on moral intensity in different situations.
Therefore, when unethical advertisements have been gradually notice in public, the government has to
punish the companies sent unreal and misleading advertisements. In addition, the consumers
foundation and consumers protection committee have to irregularly check unreal advertisement to
protect consumers’ rights. In sum, advertisers and ad-agents make ad-decisions, they should consider
legal rulesin order to avoid hurting consumers’ rights as their priority consideration.
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Behavioral I ntentions between Advertisersand the Advertising Agencies. The

Advertising Ethical Decision-making M odel
Ching-Yuan HUANG" Lichun CHIANG™
Abstract (ID 109P0237)

Recently the ethical issues regarding advertisement originated from unrealistic advertisements
and the raise of the consumers’ rights in advertisement businesses. In addition, decision makers in
advertising are seemed as the key factor involved in unethical behaviors. Decision-makers and agents
in advertising agencies are influenced by individual, situational factors, or business interests caused
differently the behaviora models of advertising ethics, and the distinct presentation styles of
advertisement. Therefore, this study aims to explore behaviora intentions of decision makers in
advertising in terms of the Issue-Contingent Model provided by Jones (1991) as the research theory,
and other ethical decision-making models done by Ferrell and Gresham (1985), Trevifio (1986) and
Ferrell, Gresham, Fraedirch (1989), such as a Contingency Model of ethical decision-making in a
marketing organization, and the Situational-Individual Model. In understanding different viewpoints
of ethical decision-making models, these models are established based on four factors originated from
Rest’s (1986) ethical decision-making model: ethical perceptions, ethical judgments, ethical intention
and ethical behaviors. This research model applies Jones’ (1991) ethical decision-making model
associated with the mentioned models to construct the reliability and validity of the integrated model
so-called as “the Behaviora Intention of Advertising Ethical Decision-Making”, the model tries to
explore the effects of the factors, including Moral Intensity, Individual Factors (i.e., Mora Philosophy,
and Persona Vaue) and Organizational Factors (i.e., Ethical Code and Ethica Climates) on the
advertising ethical decision makings of the advertisers. The results are expected to explain the
relationships among the factors in decision making.

Keywords : Advertising Ethics, Ethical Decision-Making Model, Issue-Contingent Model,
Advertiser.

I ntroduction

In globalization coming, the competition among businesses has been gradually keen. Businesses
have to promote the sales program to attract the consumers at the pursuit of maximum benefits and
creative famous trademarks. Upon the raise of consumer’s consciousness, consumers have doubts
regarding marketing activities realized by businesses, such as unreal advertisement, bribery, price
collusion, cheating and hiding information in the sale process. These consumer’s rights are scarified
because of business benefits or goals (Chou, et. al., 2000).

In the current time, the media reported consumer’s rights damaged because of unreal
advertisements. According to the laws and statistics of fair trade violation—violation of unjust
competition behaviors reported by the Fair Trade Commission (FTC), Executive Yuan, Taiwan (2006),
the total amount of Ad-cases regarding counterfeiting, the damage of business reputation,
cheating and unreal advertisement and so on is 1870 cases from January, 1992 to February,
2006; especially, the total cases concerning unreal advertisement and misleading
advertisement is 1016 (54%). Upon the violation of advertisement reported from the
Department of Health in the Executive Yuan, Taiwan (2005), there were 344 cases of illegal
advertisement in August and September, 2004, including 13 cases of Medicare, 109 cases of
food advertisement, 122 cases of Chinese medicine, 32 cases of western medicine, 29 cases
of cosmetics and 28 other cases. In these commercials, 73% of violated TV advertisements
were broadcasted in TV programs. One of five TV programmed products was deceptive
commercials, and the most popular violating commercials are cosmetics, body slimming and sexual
function.

Why are unreal advertisements pervasive in mass media? The main reason is that the purpose of
advertisements is usually applied to marketing publicity; in addition, advertisers (i.e. producers,

* Assistant Professor & Director, Department of Marketing Management, SHU-TE University, Kaoshiung County, Taiwan.
Email: chiyuan@mail.stu.edu.tw.

** Associate Professor, Department of Political Science, National Cheng Kung University, Tainan City, Taiwan. Email:

|cchiang@mail .ncku.edu.tw.

The paper draft is presented at the 14™ international conference on interdisciplinary social sciences, University of Athens,

Athens, Greece, July 8-11, 2009.

_2_



importers and marketing ad-mangers) and ad-agencies (i.e. ad-programmers, ad-producers and
advertising staffs) are influenced by individual and organizational factors or the consideration of
business benefits, therefore, they show different advertising ethics in their decision-making behavioral
models which may affect the presentation and effect of advertising styles. Upon the mentioned
illustrations, the flooding of unreal advertisement, the maintenance of consumer’s rights and security
problems become essentia issues in discussing advertising ethics, Furthermore, the main research
motivation in this study is to explore the factors influencing the behavioral intention of advertisers and
ad-agencies in the decision-making model. The research purposes in the study are to examine the
influential factors when advertisers and ad-agencies make advertising ethics decisions, and to
understand the relationships among these influential factors.

This research is a quantitative study. This study proceeds as follows: Section Two reviews the
theoretical arguments and some existing findings related to advertising ethics, such as definitions and
decision-making models. Section Three illustrates the research design, including research model and
hypotheses, research methods (i.e. sampling and measurement). Section Four presents the data
analyses and hypotheses testing results. Section Five discusses our research findings, and finally,
Section Six draws conclusions and provides suggestions to strengthen advertiser’s intention of
advertising ethics.

Resear ch Theoretical Background

Definition of Advertising Ethics

Marketing or advertising any product carries with them strong ethical responsibilities. Products
like tobacco, alcohol, and firearms, have been identified as posing additional, special ethical
challenges for marketers and advertisers or ad-agencies (Coyne & Traflet, 2008). The NYSE’s (New
York Sock Exchange) current guidelines concerning member firm marketing, embodied in the NY SE
Constitution, are basically prohibitive in character, focusing on what constitutes unethical marketing.
For instance, Rule 472, ‘““‘Communications with the Public,”’ states in part no member or member
organization shall utilize any communication which contains (1) any untrue statement or omission of a
materia fact or is otherwise false or misleading; or (2) promises specific results, exaggerated or
unwarranted claims; or (3) opinions for which there is no reasonable basis; or (4) projections or
forecasts which are not clearly labeled as forecasts. (NY SE Constitution, Rule 472 (1) 2006)

What is “advertising ethics”? Beltramini (1999, 2003) pointed out that advertising ethics is a
debatable and contradictory term, for example, public secret, beautiful as ugly and natural show.
Geoffrey (1971) provided four principals of advertising ethics as beneficence, nonmaleficence (don’t
harm), nondeception and nondiscrimination. Susan Tai (1999) defined unethical advertising as those
advertisements having potentially harmful effects for society. A variety of ethical criticisms in
advertising can be divided into the following categories. deceptive advertising, manipulative
advertising, subliminal advertising, stereotyping, fear appeal, sexua advertising and misleading
advertising (Shimp, 1993).

Advertisers and advertising agencies should be aware that advertisements may lead to negative
effects on their brands or products. Hyman, Tansey and Clark (1994) provided seven important issues
related to advertising ethics such as deceptive advertising, children advertising, tobacco advertising,
alcohol advertising, political advertising, racia discrimination advertising and sexual advertising. In
addition to these seven issues, Lee and Shin (1999) offered children and minority advertising,
exaggerated languages and sexual content inside advertisings. According to the mentioned illustrations,
the definition of advertising ethics used in this study is that by using the certain media to advertise the
product, the primary consideration of advertising should be not to damage consumer’s rights with the
value judgment pervasively accepted by the society and the 21% article of the law of fair trade
(misleading and unreal advertisings) provided by FTC as advertising criteria

At the past time, literature related to advertising ethics has focused on induced ad, professional
services ad, political issues ad, debated products ad (i.e. cigarette and alcohol drinking), ad for
children, purposed ad (i.e for aged people) and fear appeals ad and sexual appeal ad ( Zinkhan, 1994;
Hyman et a., 1994; Nebenzahl & Jaffe, 1998; Shaver, 2003). In fact, ethics, law and market responses
should be considered into different advertising contents (Hyman, 1990; Pierce, Gilpin, Burns, Whalen,
Rosbrook, Shopland, & Johnson, 1990; LaTour & Hawthorne, 1994). Different types of advertising
may have distinct ethical debates, therefore, ad-agents’ ad-decisions making is very important. But, it
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is obvious that the researches are less focused on the empirical analysis related to advertisers and
ad-agents ethical decision-making. Moreover, this study ams to apply ethical decision-making model
to explore the influential factors in affecting advertisers and ad-agents ad-decisions.

Ethical decision-making model

Unethical behaviors occur possibly because of individual behaviors influenced by persona
factors, such as individual value-judgment and morality, social environment or organizational climate
which influence individual code of conducts. Ferrell and Gresham (1985) provided ‘a contingency model
of ethical decision making in a marketing organization’ concerning social, cultural, individual and occupational
factors, Trevifio (1986) used ‘the situational-individual model’ focusing on ethical dilemma confronted by
decision makers;, Hunt and Vitell (1986) offered a ‘general theory of marketing ethics’ regarding advertisers’
moral judgments; Bommer, Gravander and Tuttle (1987) used the behaviorad model of ethical/unethical
decision making to categorize unethical behaviors such as socia environment), legal/governmental environment,
personal environment, professional environment, work environment and individual attributes; Ferrell, et
a. (1989) provided a synthesis of ethical decision models for marketing; Ethical Decision Making in
Marketing is provided by Dubinsky and Loken (1989).

Ethical Intensity
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Figure 1 The Integrated Model of Behavioral Intentions of Ethical Decision-Making
Resource: Research Structure done by authors based on the eight mentioned researchers (See Notes).

In sum, the above mentioned models are based on Rest’s (1986) ethical decision model including
moral (ethical) perception, moral (ethical) judgment, moral (ethical) intention and moral (ethical)
behaviors. This study uses Jones (1991) ethical decision model as research foundation associated with
Ferrell and Gresham, 1985; Hunt and Vitell, 1986; Rest, 1986; Trevifio, 1986; Bommer, et al., 1987,
Dubinsky and Loke, 1989; Ferrell, et a., 1989 to develop the integrated research model as Fig. 1.
Research M ethod

Research Variables and Research Structure

According to literature review and Jones (1991) providing influential factors, the research
variables are divided into three categories such as individua factors, organizational factors and moral
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intensity, and refers O’Fallon and Butterfield’s (2005) meta-analysis selected 174 journals from 1996
to 2003. The research structure is designed as Fig. 2 according the above mentioned variables.

Ethical Moral
Philosophy Intensity

Individual Value

Judgment A
Ethical Ethical Ethical
Perception Judgment Intention

Ethlcal — / Ethlcal DeCislon Process
Ethical Climate Fig.2 Research Structure

Research Hypotheses

According to Fig. 2, the hypotheses are mentioned as follows:

Hai : In ethical scenario A, moral intensity, ethical philosophy, individual value judgment, ethical

norms, ethical climate and ethical decision process have positive relationships.

H2 : In ethical scenario B, moral intensity, ethical philosophy, individual value judgment, ethical

norms, ethical climate and ethical decision process have positive relationships.

H3 : In ethical scenario A, moral intensity, individual factors, organizational factors have positive

relationships with ethical decision process.

Ha : In ethical scenario B, moral intensity, individual factors, organizational factors have positive

relationships with ethical decision process.

Questionnaires Design

Questionnaires in this study are divided into three parts: (1) to apply virtual scenario as evaluation
tool, each scenario has implied moral/ethical problem in behaviora description. This part has 9
guestions including ethical; perception, ethical judgment, ethical intention and ethical intensity. (2) the
part 2 includes individual ethical philosophy, individual value judgment, ethical norms, ethical climate.
(3) the part 3 isrelated to demographic data such as gender, education.

The virtual scenarios are designed according to Hunt and Vitell (1986) , Lund (2000), Larkin
(2000), Singhapakdi, Marta & Rallapalli (2000), Singhapakdi, Karande, Rao & Vitell (2001),
Honeycutt, Glassman, Zugelder & Karande (2001), Nonis & Swift (2001), Volkema & Fleury (2002),
Razzague & Hwee (2002), Wu (2003), Barnett & Vaentine (2004).

Scenario A: Unreal Advertisement

A is a director of the certain marketing department. The company provided a new product A
which a given function has been tested and proved well, but another has not been test yet and expected
to have a certain function. The advertising company suggests the director A to emphasize these two
functions in advertisement to increase sale numbers. The company has not earned money for a long
time; therefore, the director A decides to accept the suggestion from the adverting company.

Scenario B: Midleading advertisement

Chen is a advertising programmer in a certain advertising company. The boss asks him to
produce a advertisement of a product B. This product B has negative and positive images. Chen
emphasizes the product B with the positive image to increase the sale rate and improve his ability, but
he does not release the negative information of the product B caused physical damage.

Research Sampling and Statistic Method

The research sampling selected from Brainstorm magazine in 2006 reported 500 outstanding
advertisers in 2005 and 36 famous companies in 2005 ad-agents. In addition, the sampling via the
Internet is collected 196 members from the Taipel ad-agents association and 38 members from the
Kaoshiung ad-agents association. The questionnaires are sent to them by mail or email. The data
analysisis applied SPSS 10.1, LISREL8.72 and SEM from Joreskog and Sorbom (1996).

Resear ch Results
Demographic Data




The questionnaires are mailed to 500 advertisers and 450 ad-agents. The returned cases are 191
advertisers (38.2%) and 114 ad-agents (25.3 %). According to the research results, in terms of gender,
there are 51.5.0% of male and 48.5% female advertisers. By age, most of participants are 31~40 years
old (37.4%); by education, 37.0% of participants have had college degree; by religion, 48.9% of
participants do not have religions whereas 51.1% have religion. (See Table 1)

Tablel Demographic Data

Terms Contents N %
Gender Male 157 51.5
Femae 148 48.5
Age Under 30yrs 109 35.7
31-40yrs 114 374
41-50yrs 55 18.0

Over 51yrs 27 8.9
Education Under high school 73 23.9
College 113 37.0
Undergraduate 99 325

Graduate 20 6.6
Marriage Single 120 39.3
Married 185 60.7
Religion None 149 48.9
Yes 156 51.1
Tenure 5yrs 172 56.4
6-10yrs 57 18.7

11-15yrs 29 9.5

16-20yrs 24 7.9

Over 21yrs 23 7.5

According to virtual scenario A, the results in Table 2 shows unethical situation; therefore,
reliability in the dimension of ethical decision and moral intensity is over .70 (0=.78 & .76); the
reliability of the additional dimensionsis over .80.

According to Table 2, most of ad-agents are oriented toward idealism (5.95), that is, their
behaviors are upon to genera ethical norms, but not their individual subjective judgments. In terms of
individual value judgment, happiness and compromise (6.06), helping people (5.89) and achievement
and life (5.89) are the most important in ordinary lives. Perceptions of ethical norms (5.38), execution
of ethical norms (5.23) are important in the dimension of ethical norms. In the dimension of ethical climate,
legal orientation (5.60) is more important, that is, most of participants consider observing law more than

organizational benefits (4.27) and individual interests (4.18).
Table2 Mean, SD and Reliability in all dimensions

Dimensions Mean SD Cronbach (o)

Ethical decision process® 5.40 1.06 0.81

Ethical intensity 531 1.04 0.81

Ethical decision 5.53 1.19 0.78

process’

Moral intensity 5.57 1.13 0.76

Ethical philosophy

Idealism 5.95 0.87 0.83

Relativism 3.98 1.37 0.86

Individual value

judgment

Responsibility 571 0.78 0.83

Happiness 6.06 0.73 0.83

Achievement/life 5.89 0.76 0.83

Equality 5.67 0.85 0.83

Intelligence 5.74 0.84 0.82

Helping people 5.89 0.80 0.83

Self-dignity 5.83 0.78 0.83

Ethical Norms

Perception of 5.38 1.00 0.83

ethical norms '
Execution of ethical 5.23 1.11 0.83




norms
Ethical climate

Legal orientation 5.60 0.89 0.83
Caring orientation 5.14 1.04 0.83
Independent 4.40 197 0.84
Judgment

Organizational 4.27

benefits 1.22 0.84
Individual Interest 4.18 1.50 0.87

:t @ ®jsvirtual scenario A; °isvirtual scenario B.

According to Table 3, in virtual scenario A the relationship between ethical decision process and
moral intensity has highest correlation (0.666), but that between ethical decision process and ethic
climate does not have correlation (0.059). Therefore, Hi is rgjected. In virtua scenario B the
relationship between ethical decision process and moral intensity has highest correlation (0.831), but
that between ethical decision process and ethic climate, moral intensity and ethic climate have lowest

correlation (0.142 & 0.209), but have significance. Therefore, H2 is proved.
Table3 Analysisof Virtual Scenario A

Ethical Moral Ethical Value Ethical Norms
Decision Intensity Philosophy Judgment
Moral 0.666**
intensity 305
Ethical 0.220** 0.265**
Philosophy 305 305
Value 0.345** 0.388** 0.340**
Judgment 305 305 305
Ethical Norms 0.271** 0.310** 0.307** 0.431**
305 305 305 305
Ethical 0.059 0.155** 0.229** 0.317** 0.459**
climate 305 305 305 305 305

Note: ** is p<0.01.

Table4  Analysisof Virtual Scenario B

Ethical Mord Ethical Value Ethical Norms
Decision Intensity Philosophy Judgment
Moral 0.831**
intensity 305
Ethical 0.234** 0.273**
Philosophy 305 305
Value 0.394** 0.450** 0.340%*
Judgment 305 305 305
Ethical Norms 0.331** 0.349** 0.307** 0.431**
305 305 305 305
Ethical 0.142* 0.209* 0.229** 0.317** 0.459**
climate 305 305 305 305 305

Note: * isp<0.05; ** is p<0.01.

Upon to H1 and H2, individual value judgments and ethic decision process have positive and
significant correlations, as Morris, Marks, Allen and Peery (1996) did. Moral intensity and ethic
decision process are positive and significant, as Singhapakdi, Vitell and Franke (1999), Butterfield,
Trevifio and Weaver (2000), Barnett and Vaentine (2004), Paolillo and Vitell (2002) and May and
Pauli (2002) have done.

The research uses SEM to test Hz and Ha According to Fig. 3, in virtual scenario A (unrea
advertisement), moral intensity has an significant effect on ethical decision process ($=0.83) whereas
other variables do not have significant effects on ethical decision process. According to Fig.4, in
virtual scenario B (misleading advertisement), only moral intensity has significant effect on ethical
decision process ($=0.95). Ethical philosophy, norms and climate has negative relationship with
ethical decision process, but not significant. Therefore, individua ethic philosophy does not influence
his/her ethic decision process, but moral intensity can influence ethic decision process, as Chou (2000),
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Lien (2002), Butterfield et al. (2000), Shafer, Morris and K etchand (2001) and Barnett (2001) have done.
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Fig. 3 Theethical decision Model of virtual scenario A (Unreal Advertisement)
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Fig.4 Theethical decision Model of virtual scenario B (Misleading Advertisement)

Conclusion

Upon the research results, the factors which can influence ad-agents’ and advertisers’ ethical
decision process are ethical philosophy and individua value judgment such as ethical norms, ethical
climate in the organizationa factors. When advertisers and ad-agents confront different situation,
moral intensity and ethical decision show significant effects. In addition, unethical degree in virtual
scenario A is lower than that in virtual scenario B; therefore, the effect of moral intensity on ethical
decision is more significant (.95>.83).

In fact, individual factors have limited influences on the ethical decision process of advertisers
and ad-agents, that is, their decision-making is dependent on moral intensity in different situations.
Therefore, when unethical advertisements have been gradually notice in public, the government has to
punish the companies sent unreal and misleading advertisements. In addition, the consumers
foundation and consumers protection committee have to irregularly check unreal advertisement to
protect consumers’ rights. In sum, advertisers and ad-agents make ad-decisions, they should consider
legal rulesin order to avoid hurting consumers’ rights as their priority consideration.
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