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Abstract:

This study aimed to develop a model explaining the formation of ethical leadership through organizational sensemaking, with
particular emphasis on how cognitive biases shape leaders’ ethical and unethical decisions. This qualitative study employed
a descriptive—exploratory design and a grounded theory strategy. The participants comprised 20 experts, academics, and
practitioners with relevant knowledge and experience in psychology, management, cognitive psychology, and ethical
leadership. Participants were selected through purposive sampling, which continued until theoretical saturation was
achieved. Data were collected through in-depth, face-to-face semi-structured interviews lasting approximately 60-120
minutes and were analyzed using MAXQDA. Following the grounded theory approach, data analysis involved open, axial, and
selective coding to establish relationships among causal conditions, the central phenomenon, contextual conditions,
intervening conditions, strategies, and consequences and to construct the final conceptual model. Content validity, informant
feedback, methodological coherence, recurrence of findings, and researcher sensitivity were employed to enhance the
credibility of the qualitative analysis. The findings indicated that leaders’ sensemaking functions as the principal mechanism
through which cognitive biases influence leadership behavior. Independent biases, including biases related to ethical
perception and justification, decision-making processes, social pressure, judgment and control, and responsibility avoidance,
promoted unethical leadership by strengthening distortive sensemaking. Conversely, moderating and inhibitory biases
facilitated ethical leadership by reinforcing corrective and reflective sensemaking while simultaneously weakening distortive
sensemaking. Accordingly, greater dominance of corrective sensemaking increased the likelihood of ethical decision-making
and ethical leadership, whereas the dominance of distortive sensemaking increased the likelihood of unethical decisions and
unethical leadership. The model therefore identified the relative strength of corrective versus distortive sensemaking as a
key determinant of the ethical orientation of leadership behavior. Ethical leadership is not determined solely by leaders’
personal characteristics but emerges through the interaction of cognitive biases and sensemaking processes within individual,
organizational, and situational contexts. Strengthening corrective sensemaking mechanisms and controlling distortion-
producing cognitive biases may therefore improve ethical decision-making and reduce unethical leadership behavior in
organizations.
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Extended Abstract

Introduction

Ethical leadership has become an increasingly important concern in organizational behavior, human resource
management, public administration, education, and business ethics because leaders influence not only organizational
performance but also employees’ perceptions of justice, legitimacy, accountability, trust, and acceptable conduct.
Contemporary organizations operate in environments characterized by rapid technological change, institutional complexity,
competing stakeholder expectations, and high levels of uncertainty. Under such conditions, leaders frequently encounter
situations in which the ethical implications of alternative courses of action are ambiguous rather than self-evident. Ethical
leadership therefore cannot be reduced to compliance with formal rules or the possession of desirable personal values; it
also depends on how leaders recognize, interpret, and cognitively frame ethically relevant situations. Recent research has
shown that ethical leadership is associated with ethical climate, employee performance, organizational commitment,
governance quality, educational outcomes, and responsible organizational behavior (Al-Bataineh & Hayajneh, 2026; Omidi &
Arbabi, 2025; Rabbi et al., 2025; Zhang et al., 2026). These findings highlight the importance of identifying the underlying
mechanisms through which ethical leadership is formed and translated into organizational behavior.

A considerable body of research has focused on the consequences of ethical leadership. Ethical leaders can influence
employee motivation and performance, and internal motivation may mediate the relationship between ethical leadership
and employee outcomes (Al-Bataineh & Hayajneh, 2026). In educational settings, ethical leadership has also been linked to
teacher motivation, commitment, school quality, and the development of ethical organizational cultures (Latif et al., 2026;
Neves, 2025). Similarly, ethical leadership can contribute to affective organizational commitment through the development
of an ethical climate (Rabbi et al., 2025). In public-sector contexts, ethical leadership has been associated with organizational
legitimacy, excellence in governance, justice, transparency, and accountability (Omidi & Arbabi, 2025; Salehi & Montazeri,
2025). Comparative research further suggests that ethical leadership is embedded in wider institutional environments and
may vary according to organizational norms, regulatory conditions, and institutional convergence (Kyzenko et al., 2026).
These findings collectively indicate that ethical leadership is not an isolated individual phenomenon but is embedded in
cognitive, social, institutional, and organizational processes.

The relevance of ethical leadership has become even more pronounced under digital transformation and technological
disruption. Emerging technologies such as artificial intelligence raise new ethical questions concerning fairness, inclusion,
diversity, accountability, and responsible leadership (Hilal & Ibrahim, 2026). Digital transformation also changes employees’
experiences of work and requires leaders to construct meaningful interpretations of organizational change (Lydiana et al.,
2025). Under conditions of threat, conflict, or uncertainty, the challenge is not merely to endorse ethical principles but to
convert them into responsible action in concrete situations (Worthington et al., 2026). Therefore, understanding ethical
leadership requires attention to the cognitive processes through which leaders interpret ambiguous events before making
decisions.

Sensemaking provides a useful conceptual foundation for addressing this issue. Sensemaking refers to the process through
which individuals interpret ambiguous, unexpected, or complex events and create meaningful cognitive representations that
guide subsequent action. Ethical decision-making may therefore depend on how leaders define a problem, select relevant

information, interpret competing signals, and integrate those signals into a coherent mental model. The Sensemaking and
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Engagement in Ethical Decision-Making framework explicitly emphasizes the role of interpretive processes in ethical decision-
making and suggests that ethical action is influenced by how leaders engage with and make sense of complex situations
(Stansberry Beard, 2025). This perspective implies that ethical leadership should be studied not only through observable
behavior but also through the cognitive process preceding that behavior.

Meaning-related processes have also been shown to influence employee attitudes and behavior. Meaning in life has been
associated with job performance through motivational mechanisms (Aslani et al., 2025), while meaningful work,
organizational support, and commitment have been linked to work engagement among younger employees (Widodo et al.,
2025). Meaningful work may also reduce withdrawal behavior under difficult working conditions (Rurkkhum & Detnakarin,
2024). Although these studies primarily focus on employees, they underscore the broader importance of meaning
construction in organizational settings. If meaning influences employees’ motivation and behavior, leaders’ own sensemaking
processes may similarly influence the ethical quality of their decisions.

However, sensemaking is not necessarily objective or rational. It can be shaped by cognitive biases, social pressure,
selective attention, prior beliefs, and responsibility-avoidance mechanisms. Behavioral perspectives on leadership emphasize
that ethical decision-making may be distorted by bounded rationality and systematic cognitive tendencies (Syadidunniam et
al., 2026). Psychological mechanisms such as empathy may also mediate the relationship between leadership characteristics
and ethical decisions (Pradhan, 2025). Furthermore, organizational monitoring, ethical climate, and moral efficacy can alter
the way ethical leadership translates into behavior (Zhang et al., 2026). These findings suggest that ethical or unethical
leadership may emerge from the interaction between cognitive biases and the interpretive processes through which leaders
construct meaning.

A similar argument can be made from servant and stakeholder-oriented perspectives. Ethical leadership requires attention
to followers, stakeholders, and broader social consequences rather than narrow self-interest (Rao, 2025). Ethical leadership
may also shape environmental performance through green organizational identity and culture (Rihal, 2025). Such effects
require leaders to interpret organizational responsibilities broadly and to incorporate multiple stakeholder perspectives into
decision-making. Accordingly, a leader’s interpretation of organizational events may become a critical mechanism linking
cognition to ethical conduct. Despite the rapid growth of ethical leadership research, less attention has been devoted to an
integrated explanation of how cognitive biases are transformed through sensemaking into ethical or unethical leadership.
Therefore, the present study aimed to develop a model of ethical leadership based on organizational sensemaking, with
particular emphasis on the role of cognitive biases in producing corrective or distortive sensemaking processes.

Methods and Materials

This study adopted a qualitative, descriptive-exploratory design based on grounded theory. The participants consisted of
20 experts, university faculty members, managers, and professionals with relevant knowledge and experience in psychology,
management, cognitive psychology, and ethical leadership. Participants were selected purposively, and sampling continued
until theoretical saturation was achieved. Data were collected through in-depth, face-to-face semi-structured interviews. The
interviews generally lasted between 60 and 120 minutes and focused on participants’ interpretations of ethical leadership,
cognitive biases, decision-making processes, organizational pressures, sensemaking mechanisms, and the conditions under

which ethical or unethical leadership behaviors may emerge.
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The qualitative data were analyzed using MAXQDA. Analysis followed the grounded theory coding process and included
open, axial, and selective coding. During open coding, meaningful units and concepts were extracted from the interview
transcripts. Similar concepts were then integrated into broader categories during axial coding, and relationships among causal
conditions, the central phenomenon, contextual conditions, intervening conditions, strategies, and consequences were
identified. Selective coding was used to integrate the categories and construct the final theoretical model. The analysis
yielded 234 concepts, 83 initial categories, five major axial-category types, and 15 selective categories. Credibility was
enhanced through methodological coherence, repeated examination of the data, comparison of categories across interviews,
attention to theoretical saturation, and review of the emerging interpretation.

Findings

The analysis showed that ethical leadership emerges through the interaction of cognitive biases and sensemaking
processes. The final model contained three overarching domains: cognitive biases, sensemaking, and ethical leadership.
Cognitive biases were divided into two principal groups: independent biases and moderating biases. Independent biases
comprised six categories: ethical-perception biases, ethical-justification biases, decision-process biases, social-pressure
biases, judgment-and-control biases, and responsibility-avoidance biases. These biases were interpreted as forces that can
influence how leaders initially understand and frame an organizational event.

Moderating biases were primarily represented by inhibitory or restraining mechanisms. Unlike the independent biases,
which tended to intensify distorted interpretations, these moderating mechanisms could interrupt, reconsider, or correct the
initial cognitive framing of a situation. In this sense, the model distinguished between cognitive tendencies that increase
vulnerability to unethical interpretation and those that facilitate reconsideration and ethical correction.

Sensemaking was divided into two major forms: distortive sensemaking and corrective sensemaking. Distortive
sensemaking consisted of social, perceptual, justificatory, procedural, judgmental, and responsibility-related sensemaking.
These forms reflected situations in which organizational events were interpreted through narrowed, biased, or self-protective
frameworks. In contrast, corrective sensemaking was conceptualized primarily as reflective ethical-analytical sensemaking,
characterized by reconsideration of assumptions, broader examination of evidence, attention to consequences, and ethical
reassessment of alternative courses of action.

The central relationship identified in the model was that independent cognitive biases increased the likelihood of unethical
leadership through distortive sensemaking. When leaders interpreted organizational events through biased social,
perceptual, justificatory, procedural, judgmental, or responsibility-related frames, the probability of unethical decisions
increased. In contrast, moderating biases strengthened corrective sensemaking and thereby increased the likelihood of
ethical leadership. These moderating mechanisms also weakened distortive sensemaking and therefore reduced the
likelihood of unethical leadership.

The findings further indicated that the relative dominance of corrective versus distortive sensemaking can be considered
an indicator of the ethical orientation of leadership behavior. When corrective sensemaking was dominant, leaders were
more likely to recognize ethical implications, consider multiple stakeholder perspectives, reassess their assumptions, and
make more responsible decisions. When distortive sensemaking was dominant, leaders were more likely to normalize, justify,

overlook, or transfer responsibility for ethically problematic actions. Accordingly, ethical leadership was conceptualized as a
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process emerging from the interaction between individual cognition, organizational context, social pressures, and
interpretive mechanisms rather than as a fixed personal trait.

Discussion and Conclusion

The findings suggest that ethical leadership is best understood as a dynamic cognitive and interpretive process. The model
demonstrates that cognitive biases do not automatically produce unethical behavior; rather, their effects are transmitted
through the way leaders make sense of organizational situations. This distinction is theoretically important because it explains
why individuals who endorse ethical values may nevertheless make ethically problematic decisions. If a situation is
interpreted through a distorted cognitive frame, the leader may perceive an unethical action as reasonable, necessary, or
justified.

The distinction between distortive and corrective sensemaking is one of the central contributions of the study. Distortive
sensemaking explains how selective perception, social conformity, rationalization, judgment errors, and responsibility
avoidance may become integrated into a coherent interpretation that supports unethical behavior. Corrective sensemaking,
by contrast, represents a reflective process in which leaders question their initial assumptions, consider alternative
interpretations, evaluate consequences, and reassess the ethical significance of their decisions. Ethical leadership therefore
depends not only on the presence of moral values but also on the leader’s capacity to reconsider how a situation has been
cognitively framed.

The model also demonstrates that ethical leadership is embedded in organizational and social contexts. Leaders interpret
events within environments characterized by performance expectations, group norms, authority relations, institutional
requirements, and stakeholder pressures. These contextual conditions can reinforce either distortive or corrective
sensemaking. Consequently, organizations that seek to strengthen ethical leadership should not rely exclusively on codes of
conduct or formal controls. They should also create conditions that encourage reflection, questioning, constructive
disagreement, stakeholder consideration, and reconsideration of initial judgments.

Another important implication is that ethical leadership development should include cognitive debiasing and sensemaking
skills. Leadership training can be strengthened by teaching managers how to identify common cognitive biases, search for
disconfirming evidence, distinguish facts from assumptions, consider neglected stakeholders, evaluate long-term
consequences, and recognize when responsibility is being displaced. Scenario-based learning, ethical simulations, structured
decision reviews, and reflective discussion can help leaders become more aware of how cognitive interpretation shapes
ethical judgment.

Overall, the study extends ethical leadership theory by positioning sensemaking as a central mechanism linking cognitive
biases to ethical and unethical leadership. It shows that ethical leadership is not merely a stable characteristic or a set of
visible behaviors but an outcome of how leaders interpret, reconstruct, and respond to complex organizational realities.
Independent cognitive biases tend to promote unethical leadership when they produce distortive sensemaking, whereas
moderating and inhibitory mechanisms support ethical leadership by strengthening corrective sensemaking and weakening
distorted interpretations. The proposed model therefore provides a process-oriented explanation of ethical leadership and
offers a conceptual foundation for future empirical testing, scale development, leadership training, and organizational

interventions aimed at improving ethical decision-making.
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