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Abstract

To date, theory and research on corruption in organizations have primarily focused on its static ante-
cedents. This paper focuses on the spread and growth of corruption in organizations. For this purpose
three downward organizational spirals are formulated: the spiral of divergent norms, the spiral of
pressure, and the spiral of opportunity. Social Identity Theory is used to explain the mechanisms of
each of these spirals. Our dynamic perspective contributes to a greater understanding of the devel-

opment of corruption in organizations and opens up promising avenues for future research.
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Spiraling Down into Corruption: A Dynamic Analysis of the Social Identity Processes that

Cause Corruption in Organizations to Grow

Comer once said “Fraud is contagious and corrosive; allow small frauds to escape unpunished and
they will soon grow” (1985: 6). In the popular press too, fraud and other types of corruption are fre-
quently referred to as “a virus” (USA Today, 2005) and “a cancer” (SmartPros, 2002). The fact of the
matter is, however, that academic research on the subject generally finds low base-rates for corrup-
tion in organizations (Aquino, Lewis and Bradfield, 1999; Colbert, Mount, Harter, Witt and Barrick,
2004; Duffy, Ganster and Pagon, 2002). Yet it just is not logical that the major corruption cases that
have hit the business community (Enron, WorldCom, Arthur Andersen, etc.) became what they have
become out of nothing. Some sort of process must have taken place in these companies through
which they turned increasingly corrupt over time. How can such an apparent self-sustaining growth
of corruption be explained?

Much theoretical and empirical research has been conducted into the causes of corruption in
organizations (e.g. Baucus and Near, 1991; Daboub, Rasheed, Priem and Gray, 1995; Trevifio and
Weaver, 2003; Vardi and Weitz, 2004). Most of these studies focus on individual, organizational,
and/or environmental factors and examine the relationship of each factor to corruption independently.
Weick (1979), however, holds that when factors are highly interdependent — as many organizational
processes are (Masuch, 1985) — focusing on a single factor obscures the fact that organizational deg-
radation processes may grow in scale over time. Although Robinson and Greenberg made a case for
examining the dynamics of corruption in organizations in 1998, Trevifio, Weaver and Reynolds
(2006) have had to repeat that call as few studies thus far touched on this apparent dynamic nature of
corruption. Notable exceptions are Ashforth and Anand (2003) Brass et al. (1998), Brief et al. (2001),
and Fleming and Zyglidopoulos (2008).

This paper takes up the challenge of creating a greater understanding of how corruption
grows and develops over time. We begin by defining the concept of the “organizational dynamics of

corruption.” We then introduce three organizational factors we deem relevant to the occurrence of
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corruption in the workplace. These factors are derived from Cressey’s (1953) theory of trust viola-
tions. As Giddens (1984) pointed out, the social context of individuals both enables and inhibits —
any type of — behavior. In the current paper it is therefore argued that social structures inhibit, enable
and stimulate people to commit corruption, and may even force people into corruption. Connecting
both ideas, we here advance a theory of downward corruption spirals. Social Identity Theory (Tajfel
and Turner, 1979) is used to describe how such dynamic downward spirals may come into being in-
side three organizational factors. Downward spirals are defined as self-sustaining deterioration proc-

esses of one or more organizational factors that increasingly intensify the scale of corruption.

The Organizational Dynamics of Corruption Defined

Following Sherman (1980), Ashforth and Anand define corruption as “the misuse of authority for
personal, subunit and/or organizational gain” (2003: 2). They interpret misuse of authority as violat-
ing organizational and/or societal norms by way of using whatever one is entrusted with in the course
of performing ones job. Corruption can be caused by individual characteristics (e.g. Trevifio and
Youngblood, 1990) and environmental factors (e.g. Baucus and Near, 1991). The focus of this paper
is on organizational factors. As organizational factors are embedded in the structure and culture of
the organization and as such may stimulate (e.g., Trevifio, Butterfield and McCabe, 1998) or impede
(e.g., Tyler and Blader, 2005) employee corruption, they form the points of departure for developing
organizational policies and measures against corruption (Hoffman and Moore, 1990; Paine, 2003;
Pastin, 1986; Trevifio and Weaver, 2003). The presence of these factors does not imply that corrup-
tion indeed occurs; it merely indicates the likelihood of corruption taking place. Conversely, corrup-
tion does not necessarily mean that organizational factors have caused it, as it may also be a product
of environmental or individual factors alone.

The relationship between organizational factors and corruption is usually depicted as a static
relationship. For example, Peterson (2002a) focuses on the impact of the ethical climate, Zey-Ferrell

and Ferrell (1982) on the impact of role-set configurations and opportunities, and Vardi and Weitz
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(2004) on the impact of job autonomy on corruption. Some studies focus on a single factor, such as
Sims and Brinkmann (2002) who focus on the impact of leadership, while others take a number of
factors and levels into account (e.g., Brief, Dukerich, Brown and Brett, 1996; Giacalone and Green-
berg, 1997; Trevifio and Weaver, 2003). In addition to such types of static relationships more com-
plex and dynamic relationships can also be found. In dynamic relationships “a closed loop” exists
(Senge, 1990; Sterman, 2000). In that case a change of a factor sets in motion another change within
that factor. In the event of a negative relationship between the changes, the change is counteracted,
whereby a new equilibrium might be established (Masuch, 1985). A spiral develops when there is a
self-sustaining process of one directional change within the factor as it continuously reacts to changes
that occur within itself (cf. Andersson and Pearson, 1999; Lindsley, Brass and Thomas, 1995). In a
downward corruption spiral, the changes that occur are “deviation amplifying” (Masuch, 1985;

Weick, 1979), consequently increasing the likelihood of corruption.*

Theoretical Foundations

Cressey’s Theory of Trust Violations

Donald Cressey, a prominent academic in the area of organized crime (Hobbs, 1997), studied the cir-
cumstances that lead employees to commit crimes in organizations. He developed a theory of trust
violations (Cressey, 1950) which was supported by a qualitative study for which he interviewed 300
incarcerated embezzlers (Cressey, 1953, 1965). In his work, Cressey argued that there are three fac-
tors which all have to be present for “trust violators” to commit violations. These are rationalization,
pressure, and opportunity. Rationalization refers to the vocabularies of adjustment that violators use
to legitimize their behavior. Pressure refers to a perceived non-sharable problem which acts as a mo-
tivator to commit a violation. The factor of opportunity refers to violators having the means at their
disposal to commit their violation. More importantly it refers to violators® perceptions about the risks
of getting caught. The underlying motivation to embezzle according to Cressey was related to status

maintenance or status enhancement. Although many scholars in the organizational sciences cite Cres-
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sey’s work (e.g., Ashforth and Anand, 2003; Gottfredson and Hirschi, 1990; Hallier and Forbes,
2004; Vardi and Weitz, 2004), and although it also receives much attention in more popular work
(e.g., Albrecht et al., 1984; Comer, 1985; Davies, 2000; Wells, 2004), his theory has hardly been de-
veloped further. In this paper Cressey’s theory is developed further in that downward organizational
spirals are identified within the three factors that he proposed. These, to our opinion, can cause or-
ganizational corruption to grow.

Cressey’s theory is suited to our objective of developing a theory of the dynamics of corrup-
tion for four reasons. Firstly, Cressey’s theory as well as ours focuses on explaining human behavior
in organizations. Secondly, Cressey purposely omitted employees that took their job for the reason of
stealing (career criminals; Gottfredson and Hirschi, 1990). Rather, Cressey’s theory, as does our the-
ory, focuses on identifying the circumstances in which “ordinary men do extraordinary things”
(Braithwaite, 1984: 2). Thirdly, Cressey’s theory is suited to our purposes as the circumstances or
factors he lists are relevant for all types of corruption. Although the population in his empirical study
mainly consisted of embezzlers Cressey’s theory aims at explaining all types of trust-violations.
Hence, the object his study, the violation of legitimate organizational or societal norms and thus the
abusing of organizational or societal trust corresponds with our object of study. Fourthly, we use
Cressey’s theory because of its simplicity; if the factors increase then so does the risk that violations

will occur.

Social Identity Theory

We use Social Identity Theory (SIT) to describe how downward spirals can form in the three factors
discussed above. We believe that this theory is appropriate to use because, firstly, SIT is a dynamic
theory (see, for example, Brown and Ross, 1982; Reed and Aquino, 2003; Reicher, Haslam and Hop-
kins, 2005). This is in keeping with our purpose of explaining the organizational dynamics of corrup-
tion. Secondly, numerous studies have already related either people’s identities as such to corruption
(e.g. Mistangyi, Weaver and Elms, 2008) or concepts central to SIT to corruption. These include

concepts such as depersonalization (e.g., Ashforth and Anand, 2003; Brief et al., 2001) and status and
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self-esteem like Cressey (1953) himself, but also Buckley, Wiese and Harvey (1998) and Raelin
(1994). We thirdly prefer SIT over other status-literature such as that of Goffman (e.g., 1959) and
Ridgeway (1991) because of the group-dynamic perspective that we feel is pivotal to the growth of
corruption. This is much more pronounced in SIT than other status literatures.

SIT has its origins in Festinger’s (1954) theory of social comparisons, which was trans-
formed by Tajfel (1978) and Tajfel and Turner (1979) into a theory of social identity. Although the
focus was initially on intergroup relations, the theory has, more recently, also been applied to inter-
personal relations (Hogg, 2000). More detailed discussions of SIT can be found in Ashforth and Mael
(1989), Hogg and Tindale (2003), or Tajfel (1982). Here, a brief discussion of the central tenets of
the theory suffices. The theory will be discussed further in the sections on the different spirals.

A central feature of SIT is that people classify themselves and others into different social
groups. These groups provide information to their members about who they are in social terms. This
helps group members to define whether they are similar to or different from individuals in out-
groups, and whether they are of higher status than members of out-groups. Group members derive
their self-esteem from the status of the group they belong to compared to that of other groups. In the
interpersonal applications of SIT, individuals determine their status on the basis of the treatment they
receive from other in-group members, and on the basis of their position within the in-group (Hogg,
2000). Self-esteem is seen both as an important motivator and outcome of interpersonal and inter-
group behavior, and it functions in a similar manner in situations where self-evaluative judgments are
derived from both interpersonal and intergroup comparisons (Hogg, 2003). In addition to resulting in
perceived differences in status between the in-group and out-group, comparisons between in-group
and out-group result in the entire structure of intergroup and interpersonal behaviors. This is also the
case in the inter-personal application of SIT where the self is the “in-grouper” and the other the “out-
grouper.”

Another central notion of SIT is depersonalization and adoption of the group’s prototype.
According to SIT (Hogg, 2000), people have a desire to know and to adopt what is prototypical of the

group both in terms of behavior as in terms of norms. In adopting the group’s prototype, and there-
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fore behaving prototypically and adopting prototypical norms of the group, group members become
depersonalized and negate their own personal identity. Lastly, it is important to note that members’
shared cognition lies at the very heart of processes related to social identity (Tindale, Meisenhelder,

Dykema-Engblade and Hogg, 2003).

Cressey’s Theory and Social Identity Theory on Organizational Level
In this paper, the three factors identified by Cressey are considered on the level of the organization,
where the organization is defined in SIT-terms, namely as a group. A group is a collection of indi-
viduals that perceive themselves as members of the same group (Tajfel and Turner, 1979). It is im-
portant to note that a group can constitute an entire organization, but can also constitute only a sub-
unit of an organization such as a local office, department or working team. It can even comprise peo-
ple holding the same positions within an organization that do not work together. What exactly “the
in-group” is, hence, depends on what group members perceive and define it to be.

Cressey did not explicitly define the relevant levels of analysis of the factors he discerned.
Seeing our ambition to find organizational spirals that explain the growth of corruption, we focus on
the organizational aspects of the factors he discerned. The exact focus we take on Cressey’s three

factors is addressed in the following section on the downward corruption spirals.

Downward Corruption Spirals

In this section we discuss the downward spirals of corruption. The three spirals are depicted in Figure

1 and summarized in Table 1.

FIGURE 1 ABOUT HERE
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TABLE 1 ABOUT HERE

Spiral of Divergent Norms
Research on corruption has shown that groups can develop norms that are far removed from gener-
ally accepted societal norms. Such groups and organizations include Nazi doctors during World War
Il (Goldhagen, 1996), gangs (Cloward and Ohlin, 1969), the company Salomon Brothers during the
1980s (Darley, 2001), Arthur Andersen (Toffler and Reingold, 2003), and Enron (Sims and Brink-
mann, 2003). Sherman (1985) also found groups of police officers who gradually and collectively
turned from good cops into corrupt cops. Moore et al. (2006) provide examples of how minor ques-
tionable conduct of auditors can escalate into substantial violations through an unnoticed deteriora-
tion of group norms.

Cressey (1953) uses the label of rationalization to explain this deviation from social norms.
What Cressey found was that violators explain their deviant behavior by using language that enables
them to look at it as non-criminal, as justified, or as something for which they themselves are not to
blame. Both Ashforth and Anand (2003) and Brief et al. (2001) include rationalizations in their theo-
ries on the development of corruption. They argue that people who commit corruption negate the il-
legitimacy of their acts through rationalizations. However, these scholars, like Cressey, refer to situa-
tions in which corruption is already widespread. We, however, focus on the process how this comes
to be that way. Hence we concentrate on the process of a group’s norms departing from outside
norms, the result of which are rationalizations. We therefore relabel this process as the spiral of di-
vergent norms. This spiral describes how groups come to be in such an isolated position that their
members lose touch with generally accepted outside norms. Through this process the collective
norms and behavior deteriorate over time whilst group members fail to recognize that. As a conse-

guence, corruption may grow.
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Our spiral of divergent norms is fueled by the phenomenon of positive distinctiveness of the
in-group (Darley, 2003; Turner and Brown, 1978; Van Knippenberg, 1978). According to Tajfel and
Turner (1979), groups differentiate themselves from other groups because of a desire for positive dis-
tinctiveness of the in-group. By doing so groups maintain superiority over relevant out-groups and
foster a positive social identity. Tajfel and Turner argue that the pursuit of positive distinctiveness is
competitive, and creates intergroup conflicts. The result of these conflicts is, as Cloward and Ohlin
(1969) found, that the group closes ranks. Conflicts also increase a group’s cohesiveness and the
group members’ commitment (Staw, Sandelands and Dutton, 1981). The group’s focus turns inward
and, more importantly, it detaches from its surroundings. The need for positive distinctiveness of the
in-group on the one hand causes a group to rationalize and change its norms. This is further increased
by group members’ tendency to exaggerate their alienation from outside norms (Cohen, 1955). On
the other hand it ensures that the norms, rules or habits that develop within the in-group continue to
be considered as legitimate and positive, even when the group’s members in fact engage in corrup-
tion. The nature of the need for positive distinctiveness ensures, should the group receive negative
feedback from out-groups on their norms or corrupt behavior, that the group changes its norms and
closes ranks even more.

The in-group’s detachment from its surroundings and increased conflict with the outside
world intensifies the divergence between the norms of the in-group and generally accepted outside
norms. According to Armstrong, Williams and Barrett (2004), this increases the risk of the develop-
ment of phenomena such as escalating commitment and risky shift, both of which they believe led to
the moral decline of organizations such as Enron and WorldCom. Although in psychological litera-
ture the phenomenon of risky shift has been developed further into the well-established phenomenon
of group polarization (Brauer, Judd and Gliner, 1995), the relevance and importance of the shift to-
ward an extreme, associated with group polarization, is relevant and contributes to a group’s detach-
ment from its surroundings. Such detachment also causes an organization to cease to take notice of
the consequences of the behavior of its members (Bovens, 1998) which further widens the gap be-

tween in-group and out-group norms.

10
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Spiral of Pressures

The spiral of pressures explains why a self-perpetuating increase in organizational pressures could
lead to an equally perpetuating increase in corruption. Studies found that performance pressure, for
example in the form of performance targets (see, for example, Hollinger and Clark, 1983;
Schweitzer, Ordéfiez and Douma, 2004; Trevifio, 1986), is related to corruption. The gist of this spi-
ral is that one is likely to commit the kind of corruption that increases one’s status, and that high
pressures on performance thus seduce people to engage in any type of corruption that increases one’s
performance. And when one starts to commit performance-driven corruption, one gets trapped in it,
experiencing an increasing pressure to commit more and more corruption. This effect may be intensi-
fied when other colleagues already perform well through corrupt means.

Both Ridgeway (1991) and Goffman (1974) make the point that status is usually determined
by issues that are salient. Hence, in a context in which performance is salient, it is one’s performance
that determines one’s status. We therefore argue that in contexts in which performance is salient,
people are prone to commit any type of corruption that improves their performance. The regulating
mechanism associated with this spiral is related to status and identity threats. As discussed earlier,
one of the central tenets of SIT is that groups provide people with a sense of social status from which
they derive self-esteem (Tajfel and Turner, 1979). Things that threaten one’s social identity, threats
to one’s status being among those, should therefore be counteracted. In their discussion of “social
creativity,” Tajfel and Turner hint at the possibility of corruption being a response to identity threats
(1979: 43). Scholars have, however, only recently begun to explore the relationship between threats
to social identity and behavioral responses to such threats. Aquino and Douglas (2003) for example,
found in a survey among 308 employees that people in such cases indeed resort to corruption.

When performance targets are reached through corruption, and this does not get punished,
status increases on the basis of one’s success in reaching those targets. What equally increases,
though, is the threat of losing this higher status. Hence performing well through corruption will

automatically increase the threat to identity, starting a self-perpetuating spiral of increasing pressures

11
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to commit corruption. We expect that this effect is more pronounced in people with higher self-
esteems than those with lower self-esteems. Baumeister, Smart and Boden (1996) namely found that
threats of damage to a high self-esteem evoked a stronger and more erratic behavioral response than
attempts to improve low self-esteem. This finding supports our argument that the greater the identity
threat, the more likely one will refer to corruption — as one can argue that corruption can be a drastic
or irrational response. Baucus and Near’s (1991) finding that successful organizations are more prone
than unsuccessful organizations to develop corruption within their ranks also supports this argument.

The mechanism applies to the self as “in-grouper” as well as a group or organization as “in-
group.” The effect turns into a self-perpetuating spiral because in order to protect the in-group’s im-
age the corruption it commits needs to be covered up. This generates more deceit (Cabral-Cardoso,
2004). Equally problematic is the subsequent prolonging of the in-group’s success. Success is per-
verted because if one wants to continue to be successful, one has to continuously improve one’s per-
formance to stay ahead in the “battle of competition” (Peterson, 2001: 29). It is comparable to addic-
tions, a comparison also drawn in The Financial Times (2006). Addictions tend to escalate over time
(Leonard, 1989). Past success creates higher expectations, and meeting the expectations created by
success achieved through corruption is likely to be difficult if not impossible without reverting to
(more) corruption. As long as the in-group does not give up the desire to be successful and accept a
loss of face, status, and damage to their self-esteem, corruption is likely to only grow.

As said before, this spiraling effect is amplified when others in an in-group’s surroundings
already meet their targets through corruption. This could in fact also force those that are unwilling to
commit corruption into committing it nonetheless. People will generally not want to fall behind their
peers in their performance — especially not in extremely competitive environments, or in cases where
perpetrators do not get punished or even get rewarded for their corrupt performance. Organizations
also often do not wish to fall behind their competitors. If out-groups reach their targets through cor-
ruption, sooner or later in-groups will start feeling compelled to engage in corruption. And as the
numbers involved in corruption increase, everyone committing it will feel compelled to continue and

commit it on an even wider scale. This second mechanism is corroborated by the findings of Robin-

12
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son and O’Leary-Kelley’s (1998) cross-level field study among 187 employees from 35 groups in 20
organizations that showed that the level of corruption exhibited by an individual was positively re-

lated to the level of corruption exhibited by their co-workers.

Spiral of Opportunity

The last spiral we explore is the spiral of opportunity. The importance of the organizational factor of
opportunity in the occurrence of corruption has been noted by many scholars (e.g., Baucus, 1994;
Tyler and Blader, 2000; Vaughan, 1983). The main feature of the factor of opportunity is that the risk
of getting caught and/or punished is such that it does not deter (potential) perpetrators. This spiral is
driven by a change in the prototype of the group. The behavior of the manager is essential in this, as a
large part of what is considered prototypical is determined by a manager’s behavior and because
(s)he is primarily responsible for detecting and punishing offenders. Not just a manager’s punishing
behavior is important; his or her own rule abiding or disobeying behavior is important too. The gist
of the spiral of opportunity is that once a manager falls short in correcting corruption or demonstrates
corrupt behavior him or herself, that this changes the prototype. And once this prototype change sets
in, it becomes increasingly difficult to correct corrupt behavior of employees. Corruption will thus
become more and more accepted and spread in the part of the organization that the manager is re-
sponsible for. This can even occur despite the manager “officially” endorsing norms that define cor-
ruption as unacceptable. As this process continues, the opportunity to commit corruption increases
continuously.

According to Turner (1982), individuals base their assessment of prototypical behavior of the
in-group mainly on the people who provide the most critical information about behavior and norms.
Many authors hold that managers fulfill this function (e.g., Alvesson and Willmott, 2002; Stead et al.,
1990; Trevifio, Brown and Hartman, 2003). Management, therefore, greatly influences what is con-
sidered prototypical. In today’s business, values-based management — rather than compliance-based
management — is increasingly popular. Several scholars (e.g., Paine, 1994; Peterson, 2002b; Trevifio,

Weaver, Gibson and Toffler, 1999) have found that values-based management styles are more effec-

13
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tive and create better cultures. Leaders that are highly prototypical are more efficient at such man-
agement styles as “they and their suggestions are intrinsically persuasive because they embody the
norms of a group” (Hogg, 2003: 70). These management styles are quite identity focused. Norms are
embodied in a prototype that people want to be, rather than just follow, as people are intrinsically
motivated to adopt that what is considered prototypical (Hogg, 2000). Tyler and Blader (2005) found
evidence that confirms the effectiveness of such identity-based mechanism in preventing people from
breaking rules.

This spiral starts when leaders refrain from imposing sanctions on someone engaging in cor-
ruption. By letting instances of corruption slide, it becomes more prototypical. As that prototypicality
also reflects on how the leader is perceived, it becomes increasingly difficult for this leader to punish
behavior associated with it. The more corruption has been tolerated and is prototypical, the greater
the difficulty to punish it. As problems with punishing corruption increase the opportunities to en-
gage in it grow, further complicating punishment. We are not aware of any empirical studies that (in-
directly) tested this mechanism. Some scholars, however, have suggested that condoning unethical
behavior makes it increasingly difficult to punish and that inconsistent behavior (e.g., first condoning
and then punishing corruption) is met with resistance (see, for example, Jackall, 1988; Staw, 1981;
Trevifio, Hartman and Brown, 2000). Also managers who do not consistently follow through with
(ethics) policies run a greater risk that their subordinates will engage in corruption (Hegarty and
Sims, 1978; Sims and Brinkmann, 2002; Kaptein, 2005). These studies support our point that when
managers let corruption slip, the difficulty to punish it increases. The importance of identity based
models rather than interactional justice or leader legitimacy in this matter is supported by Tyler and
Blader’s work (2000, 2005).

As corruption is, per definition, rewarding for those committing it, this behavior is likely to
self-perpetuate if not deterred. Corruption is therefore likelier to become part of the prototype, given
the room, than behavior that does not result in gains. This process turns into a spiral very easily as at

the moment that certain behavior is exhibited, the prototype changes and the behavior becomes part
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of the prototype. This spiral will thus lead to a spread of corruption, as all behavior that is part of a

prototype is likely to be adopted by all organizational members.

Direction for Future Research and Management Practice

Existing theories of corruption predominantly focus on static antecedents of corruption in organiza-
tions. In this paper, we developed a theory of dynamic organizational factors, which aims to provide
a more comprehensive understanding of corruption. Dynamic processes, as conceptualized by Ma-
such (1985), were introduced into three organizational factors, which were derived from Cressey’s
(1953) theory of trust violation. The mechanisms underlying the downward spirals we identified were
explored using Social Identity Theory. The social identity approach used in this paper could help
management scholars find a motivational theory for how corruption grows and why it is so insidious
and contagious. In this final section we discuss the implications for future research and management

practice.

Future Research

The theory discussed in this paper opens up promising avenues for future research. A first important
area of future research involves the expansion of our dynamic theory of organizational factors by in-
tegrating factors on the individual level (see, for example, Ashton, 1998; Kohlberg, 1981; Trevifio
and Youngblood, 1990) and factors on the environmental level (see, for example, Baucus and Near,
1991; Daboub et al., 1995; Staw and Szwajkowski, 1975) into the organizational dynamics of corrup-
tion. The question is whether downward spirals also exist at these levels, and, if they do, what their
relation is to organizational spirals. Organizational opportunities may interact with individual factors
as the opportunity to engage in corruption not only tests the individual integrity of employees, but ill-
inclined employees also actively create organizational opportunities (Coleman, 1987). An example of

the interaction between organizational and environmental factors is given by Clinard and Yeager
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(1980). They argue that the more market power an organization has, the easier it is to engage in cor-
ruption, and vice versa.

A second research question is whether or not other relevant organizational factors can also
develop spirals. The three factors in our theory were derived from Cressey’s (1953) theory and al-
though Cressey holds that these three factors are necessary and sufficient, we do not rule out the exis-
tence of other organizational factors. To fully explain corruption in organizations in terms of organ-
izational spirals, a more thorough review and analysis of other organizational factors, such as perhaps
the eight factors listed by Vardi and Weitz (2004), is required. However, factors such as role model-
ing of managers (Hollinger and Clark, 1983; Sims and Brinkmann, 2002; Trevifio et al., 2003), or-
ganizational openness (Bird, 1996; Bovens, 1998; Punch, 1996), and organizational justice (Adams,
1965; Greenberg and Cropanzano, 2001; Trevifio and Weaver, 2001) can also be reinterpreted as in-
cluded in our operationalization of Cressey’s model. The same holds for SIT. Although SIT explains
our spirals well, other theories may help to further understand the complexities and dynamics of cor-
ruption in organizations. Social learning theories (Sutherland, 1983) and social network theories
(Brass et al., 1998) have both also been related to corruption.

A third interesting area of research concerns the question of whether upward corruption spi-
rals exist and how they are related to downward spirals. Were SIT also to help understand such up-
ward spirals, the central question would be what determines whether an upward or a downward spiral
starts and when equilibriums are established. Furthermore, this paper does not suggest the inevitability
of ever-growing corruption: that once started, there is an inexorable slide into the abyss. The promising
research question therefore is what mechanisms inhibit and stop the generation of spirals.

A fourth challenging area of research concerns exploring the dynamical relationships between
the three organizational factors used in this paper. We focused on the dynamics within organizational
factors but the spirals likely also interact with each other. For example, Darley (2001) discusses cor-
rupt practices at group level in a study of Prudential-Bache and Salomon Brothers. In these firms,
high targets put employees under enormous pressure to perform. This led employees in both organi-

zations to ignore their employers’ noble sounding ethical principles and codes of conduct. They had
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to ignore them in order to protect their identities and maintain their individual and collective success,
with the result that organizational norms diverged further. Through this mechanism, the realization of
performance targets gained in importance, whereby the pressure to reach them increased, which fur-
ther stimulated the degeneration of organizational norms. The spiral of divergent norms and the spiral
of pressures seem to have interacted here. The spirals of opportunity and divergent norms may inter-
act also. According to Beets and Kilough (1990) the function of an organization’s sanctioning system
is to reinforce desirable norms. When an organization’s sanctioning system fails, employees will per-
ceive the proclaimed desirable norms as window-dressing, which creates room for the development
of other, perhaps less desirable and more deviant norms. When desirable norms lack legitimacy this
diminishes the sanctioning capacity of an organization, as under such circumstances employees can-
not reasonably be held accountable for their actions (Bovens, 1998). Brief et al. (2001) indicate the
presence of interaction between the factors of organizational pressures and opportunity. They suggest
that a combination of high performance goals and severe punishment when they are not met, or lav-
ish rewards when they are met, forces others to engage in corruption either to avoid losing face or to
secure their status in the group.

A fifth interesting research question relates to the extent to which our dynamic use of SIT also
applies to the spread of positive (yet perhaps still deviant) norms in organizations, such as in the case of

innovativeness (cf. Burt, 1987).

Testing the Theory

The most crucial research questions related to our theory of the development of corruption concern
whether, and to what extent, these spirals actually exist in practice, to what degree they are self-
sustaining, and whether SIT also explains them well in empirical settings. The subject of our theory
makes it difficult to depend on common methodologies such as questionnaires or (participant) obser-
vation, partly because studying the development of corruption will generally only be possible after it
has been uncovered. This has many implications for the objectivity of the data that is gathered. A

time-study approach (see for example Druskat and Wheeler, 2003) might be most appropriate, as it
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allows for a reconstruction of the development of corruption and the organizational factors over time.
It would be useful to include people in the study who were part of the same group or unit as the ones
committing corruption, but were not implicated themselves. The structured interview is a methodol-
ogy that could be useful despite that the risk of bias might be greater than with other methodologies
(Liedtka, 1992, Trevifio and Weaver, 2003).

Trust games are a second methodology that can be useful for our purposes. These experi-
ments have been related to the evolvement of trust and cooperativeness (Macy and Skvoretz, 1998),
positive reciprocity (McCabe et al., 2003), and group affiliation and independence (refusing to be-
come party to clients’ fraudulent schemes) of external auditors (King, 2002). These phenomena are
closely related to the underlying mechanisms of the spirals we discerned. In carefully chosen settings,
such experiments should enable us to at least examine changes in people’s norms, changes in peo-
ple’s cooperativeness with in-group when its successfulness changes, or their willingness to adopt
dubious norms and behaviors. Questionnaires administered after the experiment can be used to ana-
lyze the motivations behind people’s actions during the experiment. In this way, the value of SIT can
be examined. Computer simulations, such as those performed by Macy and Skvoretz (1998), can be
helpful in examining the diffusion of behavior and norms hence expanding the group of people in-

volved.

Management Implications

The Sarbanes-Oxley Act and the increased media attention to corporate corruption in recent years
have made corruption detection and prevention a management priority. Corruption is a complex phe-
nomenon because it is multi-faceted. It manifests itself in different behaviors, it may have many dif-
ferent dimensions on which it increases in scale and it has several interconnected causes on multiple
levels. Organizations may not even notice that corruption is developing inside its ranks. The perver-
sity of corruption lies in the fact that it can actually have a positive impact on an organization’s per-
formance, something Swartz and Watkins (2003) suggested happened at Enron. The increased focus

on the in-group may increase employees’ willingness to work harder, lead them to call in sick less,
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and enhance their commitment to the organization (Davies, 2000; Punch, 1996). Given the self-
reinforcing character of organizational factors, organizations should learn to read early warning signs
not only of corruption but also of its — changing and interrelated — antecedents to avoid getting
caught in downward spirals. This paper proposes that management take employees’ identity percep-
tions and also their perceptions of the organizational factors into account when designing measures to
prevent corruption. These factors can, for example, be assessed periodically by asking employees to
fill out a questionnaire regarding the organizational norms they experience, the pressures they feel
and the scope they see for misbehaving (cf. Kaptein and Avelino, 2005). Preventing corruption in the
workplace, on the whole, requires an understanding of the dynamic complexities of its organizational
antecedents. We hope that our dynamic model of corruption spirals assists managers in gaining a bet-

ter understanding of the causes of corruption and the reasons why it spreads like a virus.
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Figure 1

Spirals within three organizational factors of corruption
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Table 1

Downward Corruption Spirals

Mechanism Prediction
Spiral of Divergent Norms  Positive distinct- Corruption grows in organizations when norms
iveness of groups change as a result of the competitive

nature of positive intergroup distinctiveness, as
this leads to a detachment and closing off of the
group from its environment.

Spiral of Pressures Identity threat Corruption grows in organizations as a result of
employees feeling pressured by and trying to
ward off identity threats though committing cor-
ruption. Employees get trapped into committing
more and more corruption, as identity threats
grow as a result of succumbing to identity threat
driven corruption

Spiral of Opportunity Prototypicality Corruption grows in organizations when the
room to commit corruption grows as a result of
diminishing sanctioning power of managers.
This results from a change in prototype after a
manager’s initial failing to correct corrupt be-

havior.
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Notes

! Downward spirals have been related to many organizational phenomena such as corporate failures
(Hambrick and D’Aveni 1988), efficacy and performance (Lindsley, Brass and Thomas 1995), cor-
porate governance (Sundaramurthy and Lewis 2003), public opinion (Perry and Gonzenbach 2000),
enterprise resource planning systems (Akkermans and Helden 2002), and creativity (Perry-Smith and
Shalley 2003). To our best knowledge, only two studies have explored downward spirals in the field
of corruption. Both studies focus on one type of corruption, i.e. petty tyranny (Ashforth 1994) and
workplace incivility (Andersson and Pearson 1999). Both studies also locate the downward spirals in
interacting and escalating conduct, i.e. tit for tat, whereas we in this paper focus on interacting and

escalating organizational factors behind conduct.
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