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Abstract 
 

Background: The purpose of this study is to analyze the relationship between participatory ethical culture and 
evaluating the performance of knowledge employees and its outputs in knowledge-based companies in Tehran. 
Method: This study was applicable in terms of purpose and research method was descriptive-correlational. 
The statistical population was senior managers and deputies of knowledge-based companies in Tehran. By 
simple random sampling method, 400 people were selected as the sample with a return rate of 388 people. The 
research tool was a researcher-made questionnaire. To test the research hypotheses, structural equation tests 
and partial least squares method have been used. 
Results: The results of this study showed that there is a positive and significant relationship between evaluating 
the performance of knowledge staff with individual outputs and organizational outputs. Also, the moderating 
effect of participatory ethical culture on the relationship between performance appraisal of knowledge employ-
ees and individual outputs as well as the relationship between performance appraisal of knowledge staff and 
organizational outputs has been confirmed. 
Conclusion: When there is a culture of participatory ethics in an organization, performance appraisal, although 
it increases organizational outcomes, further leads to improved individual outcomes. 
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Introduction 
 

Knowledge employees are the strength of 
knowledge-based companies that cannot be imi-
tated by competitors. Due to the movement of so-
cieties from traditional to modernization, 
knowledge-based companies based on the use of 
knowledge forces have emerged (1). A look at these 
changes has led employees who initially used their 
manual forces to rely on their ideas, knowledge and 
skills today (2). Performance appraisal is one of the 
functions of human resource management that has 
been mentioned in various texts such as human re-
source development, determining training needs, 
reducing mental gaps between managers and em-
ployees or creating a teamwork environment with 
competitive disadvantages. In all of these topics, 
there are a variety of goals for evaluating perfor-
mance in specific research that occur under specific 
circumstances (3). There has been relatively com-
prehensive research on ethical issues in organiza-
tions. Ethics (work ethic and participatory ethics) 
depend on current evaluations in organizational, 
work, and social environments; in fact, current eval-
uations build the norms and beliefs of current eth-
ics. Thus, ethics in general may be seen as a descrip-
tion of society. 
Work ethics is considered as the distance between 
the ethical behavior of the company and the market 
perception of the ethics of the company. One of 
the topics in the field of work ethics is the culture 
of participatory ethics. Participatory ethics has an 
intrinsic effect on good work performance. In par-
ticular, participatory ethics is considered as the gap 
between the ethical behavior of management and 
employees' perception of the ethical behavior of the 
manager in work performance. There is a close re-
lationship between work ethic and participatory 
ethics. Work ethic is based on the extra-organiza-
tional approach of the company's work perfor-
mance and is a sub-branch of applied ethics, while 
corporate ethics has a completely opposite perspec-
tive and is based on the intra-organizational ap-
proach. Extra-organizational approach means that 

the results of the company's ethical behavior are de-
termined by external sources in the market such as 
customers, suppliers, competitors and the govern-
ment (4). 
Participatory ethical culture can be considered as a 
category of culture that while individuals participate 
in all stages from the beginning of decision making 
to implementation and evaluation of actions, how 
employees participate based on ethical principles 
such as responsibility at the individual, group, or-
ganizational and be extra-organizational. The re-
sults of using this partnership at the individual level 
are increasing the level of creativity and innovation, 
increasing job satisfaction, creating a team spirit, 
self-confidence and increasing motivation, devel-
oping skills and increasing the level of knowledge 
of individuals (5) Some researchers (6) found that 
employees' ethical beliefs, which are a subset of 
their ethical culture, have a significant effect on 
their in-role and extra-role performance. In this 
study, work ethics is a set of values and norms that 
employees use while working. According to what 
has been said, participatory ethical culture is a kind 
of values, assumptions and beliefs that are deter-
mined by external stakeholders and influential fac-
tors such as customers and competitors. 
With the studies conducted, research in the field of 
performance appraisal has been done more around 
identifying the parameters and variables of perfor-
mance appraisal, or in other words, more on how it 
works and the effective factors or results of using 
performance appraisal in research have not been 
studied (7). Also, research has less examined the 
role of participatory ethical culture in relation to 
performance appraisal and individual and organiza-
tional consequences. Although performance ap-
praisal plans are formulated and implemented sep-
arately, these plans must be integrated with individ-
ual and team goals and the process of group partic-
ipation and sharing of responsibilities and mutual 
expectations must be identified in order to achieve 
successful results. Due to this, the present study 
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was formed with the aim of analyzing the relation-
ship between participatory ethical cultures and eval-
uating the performance of knowledge employees 
and its outputs in knowledge-based companies in 
Tehran. And the following four hypotheses were 
examined: 
Hypothesis 1. Performance appraisal has a direct 
and significant effect on individual outcomes. 
Hypothesis 2. Performance appraisal has a direct 
and significant effect on organizational outcomes. 

Hypothesis 3. Participatory ethics culture has a 
moderating effect on the relationship between per-
formance appraisal and individual outcomes. 
Hypothesis 4. Participatory ethics culture has a 
moderating effect on the relationship between per-
formance appraisal and organizational outcomes. 
In the following, the theoretical model of the re-
search is shown in Figure 1. 
 

 

 
Fig. 1: Theoretical model of research 

 

Material & Methods 
This research is applied in terms of purpose and de-
scriptive-correlation in terms of method. The sta-
tistical population of the study is human resources 
experts and managers of knowledge-based compa-
nies in Tehran. The number of knowledge-based 
companies operating in Tehran is 1525 companies 
and the minimum number of employees and man-
agers of these companies is 3050 people. Some re-
searchers (8) have stated that the number of statis-
tical sample members that are suitable for data anal-
ysis is between 300 and 500. In this study, 400 peo-
ple among managers and human resources experts 
of companies were selected as a sample by simple 
random sampling method (return rate was 388 peo-
ple whose demographic characteristics are pre-
sented in Table 1). The research tool was a re-

searcher-made questionnaire. The research ques-
tionnaire consisted of two parts. The first part 
asked demographic questions such as gender, mar-
ital status, etc. (Table 1) and the other part included 
standard questions with a 5-point Likert scale. In 
that, the variable of evaluating the performance of 
knowledge employees with 31 questions, the varia-
ble of participatory ethical culture with 13 questions 
and the variable of consequences were measured 
using 16 questions. Its validity has been confirmed 
by using content validity and structural validity and 
its reliability has been confirmed by using 
Cronbach's alpha test and composite reliability. 
SPSS22 and Smart PLS software were used to ana-
lyze the data and structural equation modeling was 
used to test the hypotheses. 
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Table 1: Results of descriptive statistics of research 

Variables Range No Percentage 

Gender 
Male 244 63 

Female 144 37 

Age 

Under 29ys 94 24 

30-39ys 187 48 

Up to 39ys 107 28 

Education 

B.A. & less 252 65 

M.A 73 18 

Ph.D. 63 17 

Marriage 
Single 238 61 

Married 150 39 

Total 388 100 
 

 

Results 
Questionnaire reliability and validity and 
structural model fit 
 In order to determine the reliability of the tool 
used, the internal compatibility test was used. One 
of the most widely used methods for evaluating the 
reliability of measurement models is to examine in-
ternal consistency. Internal consistency analysis fol-
lows the proposed method of comparing the three 

compatibility indices of composite reliability, 
Cronbach's alpha and the mean variance extracted 
with a critical value. Table (2) shows the coefficients 
of the internal compatibility indices. All composite 
reliability coefficients and critical over-reliability are 
0.7 and all extracted mean variance is more than 0.5. 
As a result, it can be said that the reliability of meas-
urement models and convergent validity is accepta-
ble. 

 
Table2: Mean variance extracted and reliability of questionnaire components 

Variables Dimension Composite  
reliability 

Cronbach’s alpha Average variance 
 extracted 

Evaluate employee 
performance 

Knowledge and experience 0/763 0/778 0/774 

responsibility 0/811 0/808 0/703 

Honesty 0/750 0/763 0/759 

Individual courage and bravery 0/743 0/753 0/719 

Commitment and intimacy 0/729 0/738 0/738 

Individual confidence 0/735 0/741 0/729 

connections 0/739 0/733 0/741 

flexibility 0/741 0/762 0/727 

Discipline 0/744 0/749 0/738 

Respect 0/751 0/769 0/789 

creativity and innovation 0/768 0/774 0/812 

Participatory ethical culture 0/823 0/841 0/843 

Consequences 
Individual 0/763 0/771 0/728 

Organizational 0/758 0/802 0/709 

After collecting information, in order to determine 
to what extent each measurement index (items) is 
acceptable for measuring and evaluating hidden 
variables, it is first necessary to evaluate them using 

confirmatory factor analysis. The results of con-
firmatory factor analysis presented in table 3 show 
that all questions for measuring hidden variables are 
at a desirable level and can measure and evaluate 
hidden variables well. 
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Table3: Standard coefficients and significant numbers and percentage of research questions 
variable Question Standard co-

efficient 
t value p values variable Question Standard 

coefficient 
t value p values 

Evaluate 
employee 
perfor-
mance 

Q1 0.630 4.898 0.000 

Partici-
patory 
ethical 
culture 

Q1 0.633 7.106 0.000 

Q2 0.679 5.048 0.000 Q2 0.606 7.633 0.000 

Q3 0.645 2.881 0.000 Q3 0.619 7.058 0.000 

Q4 0.623 7.192 0.000 Q4 0.890 6.948 0.000 

Q5 0.509 7.112 0.000 Q5 0.733 6.274 0.000 

Q6 0.673 3.481 0.000 Q6 0.730 6.238 0.000 

Q7 0.661 2.822 0.000 Q7 0.827 6.813 0.000 

Q8 0.656 3.865 0.000 Q8 0.653 6.097 0.000 

Q9 0.802 7.069 0.000 Q9 0.759 6.214 0.000 

Q10 0.818 6.271 0.000 Q10 0.677 4.346 0.000 

Q11 0.770 6.450 0.000 Q11 0.678 6.970 0.000 

Q12 0.686 6.543 0.000 Q12 0.853 6.453 0.000 

Output at 
the indi-
vidual 
level 

Q1 0.882 8.980 0.000 Q13 0.660 7.992 0.000 

Q2 0.893 10.134 0.000 Q14 0.842 6.792 0.000 

Q3 0.549 7.238 0.000 Q15 0.828 7.993 0.000 

Q4 0.618 7.105 0.000 Q16 0.830 4.428 0.000 

Q5 0.679 7.088 0.000 Q17 0.847 4.540 0.000 

Output at 
the organ-
izational 

level 

Q1 0.833 7.925 0.000 Q18 0.624 7.001 0.000 

Q2 0.690 6.870 0.000 Q19 0.617 7.993 0.000 

Q3 0.646 6.759 0.000 Q20 0.676 6.191 0.000 

Q4 0.789 7.895 0.000 Q21 0.707 7.018 0.000 

Q5 0.674 6.307 0.000 Q22 0.607 7.375 0.000 

Q6 0.710 7.765 0.000 Q23 0.624 7.279 0.000 

Q7 0.668 6.678 0.000 Q24 0.727 7.353 0.000 

Q8 0.758 7.948 0.000 Q25 0.741 4.452 0.000 

Q9 0.709 7.735 0.000 Q26 0.528 7.863 0.000 

Q10 0.763 7.760 0.000 Q27 0.797 6.373 0.000 

Q11 0.644 6.181 0.000 Q28 0.600 4.383 0.000 

 Q29 0.625 6.185 0.000 

Q30 0.650 7.611 0.000 

Q31 0.621 7.058 0.000 

 
 
Correlation analysis of research variables 
Pearson correlation coefficient measures the de-
gree of linear correlation between two random 
variables. The value of this coefficient varies from 
1 to 1, with "1" meaning complete positive corre-
lation, "0" meaning no correlation, and "-1" mean-
ing complete negative correlation. As the results in 
table (4) show. There is a positive and significant 
relationship between all research variables. 
 
Table4: Pearson correlation coefficient to in-
vestigate the relationship between research 

variables 
 1 2 3 4 

Participatory ethical culture 1    

Individual consequences 0/678 1   

Organizational consequences 0/709 0/714 1  

Evaluation of performance 0/769 0/748 0/692 1 

 
Structural Equation Modeling (Research 
Structural Model) 
One type of relationship between latent variables 
in a structural equation model is the direct effect 
type. The structural model examines the relation-
ships between exogenous and endogenous secre-
tions. In the following model, the performance 
evaluation variable is an exogenous and independ-
ent latent variable. The variable of participatory 
ethical culture is the endogenous and moderating 
variable and the variable of individual and organi-
zational consequences is the latent endogenous 
and dependent variable. 
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Fig. 2: Investigation of the model in the significant case of T-VALUE number without modulator 

effect 

 

 

Fig.3: Investigation of the model in the path coefficient mode without the moderator effect 
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Fig.4: Investigation of the model in the significant case of T-VALUE number with the moderating 

effect of participatory ethical culture 

 

 

Fig. 5: Investigation of the model in the path coefficient mode with the moderating effect of the 

variable of participatory ethical culture 
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In the table 6, the statistical results of the hypoth-
eses are presented. 
 

Table 6: Path coefficients and t values for the relationships between variables 

From to Standard coefficient t value Result 

Evaluation of performance Individual consequences 0/469 4/995 Accepted 

Evaluation of performance Organizational consequences 0/637 8/529 Accepted 

Mediator Relationship Standard coefficient t value Result 

participatory ethical culture Evaluation of performance & Individual 
consequences 

0/195 4/833 Accepted 

participatory ethical culture Evaluation of performance & Organiza-
tional consequences 

0/189 3/232 accepted 

 

Discussion 
The purpose of this study is to obtain the conse-
quences of using the performance appraisal sys-
tem at the individual and organizational levels and 
also to investigate the effect of participatory ethi-
cal culture in these relationships. In the statistical 
analysis section, it was found that there is a direct 
and significant relationship between performance 
evaluation and individual and organizational out-
comes. The path coefficient at the level of organi-
zational outcomes is higher than the path of indi-
vidual outcomes, which indicates a greater and 
more significant effect of performance appraisal 
on organizational outcomes. This result is con-
sistent with the results of some studies (9-11). 
However, with the introduction of the moderator 
variable of participatory ethical culture, the effect 
of performance appraisal on individual outcomes 
has increased. The results obtained in this study 
are consistent with previous research (12-17). Re-
searchers have also found that the performance 
appraisal system is not very effective regardless of 
organizational conditions and culture, and despite 
the participatory culture that is based on ethical 
principles, we can expect better individual and or-
ganizational outcomes. Interested researchers are 
encouraged to test the model in other organiza-
tions and companies and use semi-structured in-
terviews to find a native performance appraisal 
model for the case under study.. 

 
 

Conclusion 
The culture of any organization is directly related 
to the common traditions, beliefs and expectations 
of individuals, and in general, culture can be con-
sidered a set of beliefs, feelings, symbols, behav-
iors and characteristics that make up an organiza-
tion. Different experts have divided organizational 
culture into different categories and patterns. 
Among them, the concept of participatory ethical 
culture is seen as an important model in work 
ethic. When there is a culture of participatory eth-
ics in an organization, performance appraisal as a 
process of identifying, observing and improving 
human performance in organizations, although it 
increases organizational outcomes, further leads to 
improved individual outcomes as employees eval-
uate performance. They do not see negative judg-
ment from their superiors, and they are more likely 
to understand that the purpose of performance 
appraisal is to increase one's self-satisfaction and 
commitment. 

 
Ethical Consideration 
 
Ethical issues (including plagiarism, informed consent, 
misconduct, data fabrication and/or falsification, double 
publication and/or submission, redundancy, etc.) have 
been completely observed by the authors. 
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