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Abstract:

In innovative organizations, organizational ethics is recognized as one of the key factors in developing the employer brand. This article
examines the relationship between employees’ ethical behavior and employer brand development and analyzes the mediating role of
employee loyalty and job engagement in this relationship. The research findings indicate that employees’ ethical behavior not only enhances
their loyalty and job engagement but also contributes to the improvement of the employer brand through these two mediating components.
The results emphasize that the employer brand can be strengthened only when organizational ethics is effectively institutionalized in the work
environment. Furthermore, gaps were identified in the existing literature, including the need for localized models suitable for the Iranian
context and longitudinal analyses to gain a deeper understanding of the dynamics of organizational ethics. Future research should consider
cultural, generational, and longitudinal methodological issues to provide a more accurate depiction of the impact of organizational ethics on
the employer brand.
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Extended Summary

Introduction

In the contemporary competitive business environment, where knowledge-based organizations thrive on agility, innovation,
and human capital, employer branding has emerged as a crucial strategic component. The employer brand is not merely a
communication strategy but a reflection of the organizational identity, values, and workplace culture that collectively influence
how current employees, job applicants, and external stakeholders perceive the organization (Ada et al., 2023; Grace & Lo
lacono, 2015). Ethical behavior among employees—characterized by honesty, integrity, fairness, and respect—is increasingly
acknowledged as a foundational factor in shaping this brand image (Imam & Kim, 2023; Islam et al., 2024). In particular, ethical
conduct at all levels of an organization can significantly enhance internal perceptions, foster trust, and reinforce organizational
reputation, thereby strengthening the employer brand from within.

Several studies have emphasized the mediating role of psychological and behavioral constructs in the relationship between
ethical behavior and organizational outcomes. Among these, employee loyalty and job engagement have gained notable
attention. Loyalty reflects an employee's emotional and cognitive commitment to the organization, often manifesting in
sustained organizational tenure and advocacy behaviors (Alabduljader, 2021; Ghanbari & Abdolmaleki, 2019). Job engagement,
on the other hand, denotes the degree to which employees are cognitively vigilant, emotionally invested, and behaviorally
involved in their work roles (Druteikiené et al., 2023; John & Raj, 2020). The internal branding literature suggests that ethical
climates and behavior can foster both loyalty and engagement, which in turn, influence how employees perceive and project
their employer’s brand (Akbari et al., 2023; Ramlawati et al., 2023).

Furthermore, models such as the HR Value Proposition assert that creating a sustainable and appealing employer brand
requires aligning the internal employee experience with the organizational value system (Afiouni et al., 2013; Ulrich et al.,
2012). This alignment is especially critical in innovative organizations, where employee autonomy, creativity, and interpersonal
trust are core to performance. Scholars have underscored that ethical leadership and behavior foster perceptions of fairness,
psychological safety, and social inclusion, all of which are drivers of organizational commitment and brand advocacy (Alaaeldin
et al., 2024; Imam & Kim, 2023; Islam et al., 2024).

Despite these theoretical assertions, gaps remain—particularly within the context of emerging economies such as Iran. Much

of the literature on employer branding and organizational ethics has been derived from Western contexts, where individualistic
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values predominate. In collectivist cultures, such as those prevalent in the Middle East, loyalty and ethical judgments may be
shaped by group norms, social obligations, and relational accountability (Afiouni et al., 2013; Nosrati Kordkandi, 2014).
Additionally, limited empirical work has been conducted in innovative, knowledge-based Iranian organizations, which face
unique challenges in retaining skilled talent and building credible employer brands. Addressing these gaps, the present study
explores the impact of employees’ ethical behavior on employer brand development, with the mediating role of employee
loyalty and job engagement, within innovative organizations in Iran.

Methods and Materials

This research adopted a descriptive-correlational design using a structural equation modeling (SEM) approach. The
conceptual model proposed included one independent variable (employees’ ethical behavior), one dependent variable
(employer brand development), and two mediating variables (employee loyalty and job engagement). The population consisted
of employees working in innovative organizations located in District 4 of Tehran. A cluster random sampling method was
employed to select approximately 200 participants across several innovation-driven firms. Data were collected via a structured
questionnaire comprising items measured on a five-point Likert scale. The questionnaire was adapted from validated
instruments in prior literature and refined to suit the Iranian organizational context. Content validity was verified by academic
experts, and construct validity was established through confirmatory factor analysis. Cronbach’s alpha coefficients for all
constructs exceeded 0.85, indicating strong internal consistency. Data were analyzed using SPSS and AMOS software.

Findings

Descriptive statistics showed acceptable means and standard deviations across all constructs. The structural model fit was
confirmed, and all hypothesized paths were statistically significant. The analysis revealed a strong positive effect of ethical
behavior on employee loyalty (B =0.434,t=6.93, p <0.001) and job engagement (B = 0.469, t = 6.65, p <0.001). Furthermore,
both employee loyalty (fp = 0.427,t =5.42, p < 0.001) and job engagement ( = 0.469, t = 6.71, p < 0.001) had significant
positive effects on employer brand development. A direct positive path was also observed between ethical behavior and
employer brand development (B =0.305,t=3.61, p <0.001).

The indirect effects through the mediators were substantial. Specifically, the indirect path from ethical behavior to brand
development via employee loyalty and engagement was stronger than the direct path, indicating partial mediation. The model
accounted for 19.5% of the variance in employee loyalty, 18.3% in job engagement, and 47.4% in employer brand development.
These results confirm that employees’ ethical conduct enhances employer branding, particularly when it cultivates loyalty and
deep engagement among employees.

Discussion and Conclusion

The findings corroborate the theoretical propositions of the HR Value Proposition model and Social Exchange Theory,
emphasizing that ethical employee behavior plays a foundational role in enhancing internal branding mechanisms. Employees
who perceive their organizational environment as ethical are more likely to develop trust and loyalty, thereby internalizing the
organizational mission and vision. These employees also exhibit heightened engagement, investing themselves fully in their
work roles and promoting the organization as an attractive workplace. In turn, these attitudinal and behavioral outcomes feed
back into how the employer brand is perceived both internally and externally.

This study underscores that employer branding is not merely a function of marketing efforts but is deeply rooted in
employees' everyday experiences and organizational culture. In innovative settings—where organizations rely on creativity,

risk-taking, and cross-functional collaboration—the presence of an ethical climate fosters psychological safety, mutual respect,
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and a shared sense of purpose. These conditions amplify both loyalty and engagement, which are key levers of brand
ambassadorship among employees. The observed partial mediation of loyalty and engagement suggests that ethical behavior
enhances brand perception not only by shaping attitudes but also by promoting proactive behaviors that reflect positively on
the organization.

Importantly, this research addresses a critical contextual gap by exploring these dynamics within the Iranian business
landscape. The results highlight the need for organizations in Iran to localize employer branding strategies and embed ethical
principles in management practices. By doing so, they can more effectively attract and retain high-potential talent, cultivate a
resilient workforce, and establish a credible, distinctive brand identity. Organizations that invest in ethical infrastructure—not
only in terms of policy but also through consistent leadership behavior and relational integrity—are better positioned to thrive
in a dynamic and values-driven labor market.

In conclusion, ethical behavior among employees is a vital driver of employer brand strength. However, its full potential is
realized when accompanied by high levels of employee loyalty and job engagement. Organizations that foster these conditions
create a virtuous cycle in which ethical conduct begets trust, trust leads to commitment, and commitment enhances brand
equity. As such, employer branding should be reimagined as an integrative, ethics-based strategy for organizational

sustainability and competitive advantage.
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