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1. Introduction
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Research Interest:

" Finding out what makes whistleblowing work in developing

country context

= Also getting insight in important impediments to successful

set-up of whistleblowing mechanisms
=  Particular focus on cultural issues

=  Country: Malawi / Africa
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What is whistleblowing?
= A means to anonymously report on misconduct

= |t assists in preventing malpractices by providing incentives

for reporting individuals

=  Whistleblowing contributes to an organizational culture that

encourages ethical behaviour and penalizes wrongdoing

= |t visibly elevates the likelihood of detecting fraud and

corruption

= OQOverall it is a powerful tool to enforce CSR in organizations
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What is corruption?

Corruption is the abuse of professional powers for private gain.

In this sense corruption can mean:
= Bribery
= Abuse of organizational resources
= Nepotism
=  Favorism
= Conflicts of interest
= Sexual harassment

= Abuse of power/position
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The relevance of fighting corruption:
= Corruption is particularly high in many developing countries
= Oftentimes accompanied by high poverty rates
= Lack of mutual trust within public and private sector
=  Weak governmental enforcement systems

= Rather bad investment climate

=> A country‘s development remains below its potential
=>» Negative impact on corporate sector due to a lack of trust

=>» Negative consequences for individuals (poverty)
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The link to corporate governance:

= Corporate Governance
= Management, coordination and control of a corporation

= Referring to relations between shareholders, non-executive and

executive members of board of directors, committees...
= good governance require enforcement measures

= whistleblowing is a means towards good governance (as far as

corruption prevention is concerned)

DIE UNTERNEHMERISCHE HOCHSCHULE® 6020 Innsbruck / Austria www.mci.edu

MCI MANAGEMENT CENTER INNSBRUCK UniversitatsstraBe 15 office@mci.edu



\G/
MANAGEMENT CENTER
INNSBRUCK

The link to corporate governance:
= - USA: legally binding (Sarbanes Oxley Act, FCPA)

= - Europe: voluntary codes, comply or explain, still strong

shareholder-orientation

= - South Africa: King Report on Corporate Governance (I, Il,

lll... IV to come in 2017), Ethics a priority

=  Malawi: The MALAWI CODE Il by the Institute of Directors,
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2. BACKGROUND
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= External Whistleblowing Mechanism
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Internal/External Stakeholder: Observes malpractices of
peers/superiors/company representatives

e.g. Ethics Office, Ethics Committee

or similar

" Discusses report

= Determines line of information Whistle Blowing Hotline
(e.g. Board of Directors,
Department Head, Audit Call Centre Agent:
Committee) »  Asks for information

» Decision about the way forward = Develops a structured report
(e.g. further investigation, Sends report

A

disciplinary hearings etc.)
» |frequired: engaging with
authorities (police, prosecution)
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= Facts about Malawi
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Facts about Malawi:
= Around 17 million inhabitants
= 85 % of the population living from subsistence farming
=  Major problems: illiteracy, HIV/AIDS prevalence...

= Recently rated the poorest country in the world (IMF)

DIE UNTERNEHMERISCHE HOCHSCHULE® 6020 Innsbruck / Austria www.mci.edu

MCI MANAGEMENT CENTER INNSBRUCK UniversitatsstraBe 15 office@mci.edu



MANAGEMENT CENTER

INNSBRUCK

Facts about Malawi:

= GDP per capita = around 240 US-Dollars
= Key industries: tobacco, tea, fisheries
= Federal Budget 40 %-funded by partner countries!

= Rank 112 out of 167 countries (1=least corrupt / 167=most
corrupt), Transparency International Corruption Perception

Index 2015 (http://www.transparency.org/cpi2015#results-
table)
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3. METHODOLOGY
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Research Question:

What are important success factors for and impediments to successful

application of whistleblowing in Malawi?
= Case Study
= Constructivism
= |Inductive approach
= Qualitative methods

= Expert interview (in-depth, half standardized)
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Research Question:

What are important success factors for and impediments to successful

application of whistleblowing in Malawi?
= Hermeneutical / interpretive analysis (team of 4 researchers)
=  Content Analysis according to Mayring

= Referring key findings on institutional, organizational, and
individual level to Hofstede’s cultural dimensions (partly

neighbouring countries)
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4. RESULTS
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Reference to Cultural
Interview Statement Determinants

zation vidual !
(WY EIED)

Public organizations least seriously engaged, private firms to
some degree engage in whistleblowing, private firms with

) ) ) . X Uncertainty Avoidance
foreign HQ or shareholders are most serious in following up
on whistleblowing
On corporate level, severe consequences rather for )
X Power Distance
employees than for top managers
Only few court cases, reportedly no fines yet X Power Distance
Lack of trust in confidentiality of whistleblowing systems Individualism
X X
(though trust is increasing) Uncertainty Avoidance

Power Distance

Whistleblowing helps speaking up against senior individuals X X . )
Individualism
- — Long-Term Orientation
Rather extrinsic motivation for reports X X
Indulgence
Significantly more reports on financial matters X Long-Term Orientation
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Reference to Cultural

. Organi- .
Interview Statement . Determinants
zation .
(WY EIED)
Fear of retaliation X X Power Distance
“Culture of Silence” X X X Individualism
Only common people are caught, not “big fish” X X X Power Distance
Decision makers do not see the need to fight malpractices X X X Long-Term Orientation
Public institutions less serious and less actively engaging in Power Distance
X X

whistleblowing Individualism

e . . . Individualism
Public institutions: “Inner circle” behaviour, do not live up to

X X Masculinit
integrity, reject claims from donors/outsiders v

Uncertainty Avoidance

Public institutions: Cases are selectively used against those Individualism
X X
who are wanted to out of office Uncertainty Avoidance
Public institutions: If someone is wanted in a certain position Individualism
X X
then his/her previous wrongdoings don’t matter Uncertainty Avoidance
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1. Individuals still hesitate to report misconduct, but they are strongly

encouraged to do so by extrinsic motivators (monetary incentives)

2. Financial malpractices are more likely to be reported, while non-

financial malpractices play a minor role for potential informants

3. Private companies (especially those headquartered abroad) are

more seriously concerned with investigating incoming reports
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4. Public entities exhibit lower commitment to whistleblowing

systems and are regarded less serious in follow-up processes

5. Personal interrelations/dependencies among public sector
representatives are probably very important impediments to

successful whistleblowing application
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5. CONCLUSION AND OUTLOOK
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There are a number of reasons why whistleblowing remains below its

potential in developing countries:

= Cultural influences are highly important, particularly...
... rather strong hierarchies
... collectivism rather than individualism

... weak long-term orientation

DIE UNTERNEHMERISCHE HOCHSCHULE® 6020 Innsbruck / Austria www.mci.edu

MCI MANAGEMENT CENTER INNSBRUCK UniversitatsstraBe 15 office@mci.edu



&=
R |®

O/
&y
MANAGEMENT CENTER
INNSBRUCK

There are a number of reasons why whistleblowing remains below its

potential in developing countries:

= Oninstitutional level, weak law enforcement systems contribute to

the problem
= Corporate governance seems to facilitate effective whistleblowing
= |t enforces management’s engagement in whistleblowing systems

= This refers to the importance of corporate governance and
particularly to the potential of system convergence in global

corporate governance
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Limitations of this study — 1:

= Single case (however, containing a number of actual whistleblowing

cases in various organizations)
= Only one interviewee

= |nterpretive approach (but inclusion of 4 researchers to cross-

validate interpretation of interview statements)
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Limitations of this study — 2:
= No representativeness
= Hofstede’s dimensions are debatable

= The assumption that findings for the Hofstede dimensions from
neighbouring countries could be directly translated into the Malawi

context is debatable
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Key findings generated in this study will be the basis for future

research.
In particular, two areas will be focused:

= The strong positive influence by private businesses

headquartered abroad (- Corporate Governance)

= The weak performance of public sector entities in the

application of whistleblowing (= Organizational Governance)
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Contact:
Jurgen-Matthias Seeler
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matthias.seeler@mci.edu
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