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The purpose of this study with experimental approach is to examine the effects of ethical environment and agency problem on managers' project evaluation decision under China's socialism society. Two major findings are found in this research. Firstly, both agency problem and ethical environment have significant influences on managers' ethical decision. Secondly, the interactive effect of agency problem and ethical environment is significant in this research. The managers in strong ethical environment have significant difference on moral judgments than those in weak ethical environment under the situation without agency problem. However, the managers' moral judgments are almost same between both managers of strong and weak ethical environment under the situation with agency problem. It means that agency problem needs to solve priority before the creation of ethical environment.

