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Abstract

Strathmore University is the first educational institution in
sub-Saharan Africa to achieve a zero-carbon footprint. With
2400 panels located on the roofs of six buildings, it is the largest
rooftop solar installation in the region. Kenyasits on the equator
and enjoys year-round insolation. Taking advantage of a green
line of financial support created by the French Government,
Strathmore embarked on a project to install a 600 kW rooftop,
grid-connected solar photovoltaic (PV) power system to cater
for its electricity needs. The system is designed to produce
more than the required self-consumption hence the extra
power is sold to the utility via a power purchase agreement.
This investment in renewable energy confirms that universities
can demonstrate leadership in the area of environment and
energy. This article describes the economic and social impact
created by a university through greening its sources of energy.

1. Introduction

Limited energy access and climate change are the main
energy challenges that affect sub-Saharan Africa (SSA) (Avila
et al., 2017). SSA has low electricity access of about 20%, with
the majority of the people being connected to an unreliable
grid (Bazilian et al, 2012). According to the International
Energy Agency (IEA), demand for electricity in SSA between
2000 to 2012 grew by 4%. According to the International Energy
Agency (2014), the demand for electricity in Africa will grow
by 4% until year 2040. This region is burdened with population
growth, which is unmatched to the current electrification
process. Therefore, by 2040, about 500 million people risk not
having access to electricity (International Energy Agency, 2016).
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Figure 1: Demonstration of vulnerability caused by climate change in Africa

Avila et al. (2017) assert that global warming contributions from Africa are the least
both in absolute and per capita terms. Only 3.8% of global greenhouse gases are
emitted in Africa compared to China at 23%, United States at 19% and the European
Union at 13%. Despite Africa’s low carbon emissions, Adenle et al. (2017) note that it’s
the most vulnerable region to climate change. Climate change impacts the economy
adversely by causing prolonged drought and floods leading to unstable food security and
unsustainable development.

Deichmannet et al. (2011) assert that local renewable energy sources are more appealing
since SSA nations have potential in renewable energy. It is therefore technologically
feasible to exploit them using current technologies and because global trends are moving
towards zero or low carbon renewable energy.

2.  Ethics of climate change

Underlying the adverse impacts of climate change are ethical issues that people and
governments should address. Climate ethicists interrogate the moral choices to guide
on duties and responsibilities taken to reduce carbon emissions and effects of global
warming (Gardiner, 2004). However, a moral dilemma arises as climate change adversely
and disproportionately impacts poor and marginalised populations. While it is not
clear who should bear the burden of responsibility of addressing climate change, these
impacts cause conflicts between nations, regions and cities that are vulnerable to climate
disruptions (Brown, 2013).

Climate ethicists propose mechanisms through which impacts of climate change can be
addressed with fairness (Gardiner, 2004). Climate justice and equity concepts have driven
mechanisms such as carbon tax aimed at pricing and reducing carbon emissions. Climate
ethicists are vocal on the importance of people and governments taking up duties and
responsibilities in order to protect our ecosystem (Broome, 2008); 195 countries have
ratified the United Nations Framework Convention on Climate Change (UNFCCC).
UNFCCC is an international agreement on climate change bringing counties together to
respond appropriately to climate change impacts. The Paris Agreement came into force
in 2016 with an action plan to limit global warming (Bodansky, 2016).
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3. The context of Kenya in reducing carbon emissions

In Kenya, climate change impacts are characterised by prolonged droughts, floods and
unreliable weather patterns. These trends adversely affect Kenya’s social-economic
development (Oliver etal.,2017).The challenges affecting the nation’s energy sectorinclude
a rise in demand for electricity that exceeds power supply capacity; overdependence
on hydro-power leading to power rationing during adverse weather conditions such as
drought, poor distribution network and power infrastructure, and low investments in
power generation by the private sector (Maher et al., 2003).

East Africa’s largest economy has committed under the Paris Agreement to tackle climate
change by reducing carbon emissions by 30% by 2030. This pledge is well anchored in
the Kenya Climate Change Action Plan of 2013, which is a five-year plan building on
the National Climate Change Response Strategy (NCCRS) of 2010. Kenya is a party
to UNFCCC and classified as Non-Annex | for countries that have no legally binding
GHG emissions reduction targets. However, Kenya has adopted mitigation strategies
culminating in its ethical obligations towards tackling climate change and taking up its
responsibilities to reduce carbon emissions (Oulu, 2014).

Kenya is on an ambitious economic journey to become an industrialised middle-income
country by 2030. Growth of the energy sector will be required to match the needed levels
of economic growth. To achieve both goals, the country recognises the need to acquire
climate mitigation measures aimed at achieving the 30% emissions reduction target by
expanding renewable energy sources (Oliver et al., 2017).

4. Interventions by higher education institutions to reduce
carbon emissions

In 2016, CO, emissions in SSA were recorded at 0.827 metric tons per capita (World
Bank, 2016). Carbon emissions in SSA are growing rapidly due to combustion of fossil
fuels, high population growth, increased deforestation and cattle production (Hogarth
et al., 2015). According to Altan (2010), reducing current levels of carbon emissions by
25% will enable stabilisation of global CO, concentrations to a level which will not have
adverse impacts. To promote sustainability efforts, partnerships are being forged between
the private sector, governments and Higher Education Institutions (HEIs) (Nhamo &
Ntombela, 2014). Universities today are viewed as agents of inclusive development.
They are expected to lead in innovative strategies to reduce carbon emissions (Uhl &
Anderson, 2001).

HEls are playing a critical role by leading research, training and education as well as
being solution providers to climate change challenges (Uhl & Anderson, 2001). According
to Nhamo and Ntombela (2014), universities have a moral responsibility to address
climate change through teaching practice, developing new management strategies,
research and their own practical actions. Institutions of higher learning are becoming
the leading frontiers in fighting climate change.
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Kenya has intensified its efforts to reduce its carbon footprint. In 2010, the country
launched the National Climate Change Response Strategy which was followed by
the National Climate Change Action Plan in 2013. The action plan between 2013 and
2017 covers adaptation and mitigation efforts towards a low carbon climate resilient
development country.

Enables low carbon climate resilient development

Mitigates climate change, carbon emissions
and fossil energy reliance via expansion of
solar, wind and geothermal power generation

and reliance

Kenya National
Climate Change
Action Plan

)

When Lake Turkana Wind Power Project becomes
operational, Kenya will move closer towards
100% RE target

Ry "

Knowledge management and capacity development

Role of Strathmore University in
sustainable development via reduction
of carbon emissions

Figure 2: Summary of Kenya National Climate Change Action Plan 2013-2017

In the plan, HEIs were empowered to integrate climate change into the education systems.
Universities in Kenya have since then undertaken low carbon initiatives through teaching,
research and innovation as well as developing climate change policies and strategies
(Government of Kenya, 2013). In return, the Government of Kenya offers incentives to
the Higher Education Institutions that invest in renewable energy by offering to buy
power directly from these institutions.

4] Strathmore University: Contributions towards sustainable
development in Kenya

Strathmore University (SU) is a Higher Education Institution based in Nairobi, Kenya.
SU was initially founded as Strathmore College in 1961 and later awarded a charter
in June 2007 to operate as fully-fledged university. To date, the University houses over
4000 students, 500 members of staff and close to a million visitors a year (Strathmore
University, 2018).

Since its foundation Strathmore has always been an active contributor to inclusive
development in Kenya and globally (Strathmore University Annual Report, 2015). In 1961,
Strathmore became the first multi-racial institution in Kenya (Strathmore University,
2018). This was seen as an indignity by many — both the natives and the colonialists.
However, it constitutes a leadership milestone underpinning future successes.
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Today, Strathmore University through Strathmore Energy Research Centre (SERC)
actively explores and pursues opportunities that increase leadership and impact in
clean energy and carbon emissions. Through teaching, research, policy development and
actions both on and off campus, the University has aggressively addressed climate change
challenges and consequently has become the region’s reference point in sustainability
efforts. The commitment has been further heightened by the development of the Centre
for Sustainability Leadership that supports development of environmentally friendly
and socially inclusive practices. Through SERC, the University has enacted management
strategies addressing issues such as research on options to reduce carbon emissions,
drawing carbon emissions, development and implementation of plans to reduce carbon
emissions and training people in practices that promote renewable energy. The University
has an approved sustainability policy through which a holistic vision and university-wide
focus on sustainability is being achieved as internal and external stakeholders increase
their awareness of renewable energy.

The University has been promoting sustainable construction and adapting buildings
to climate change. New buildings including the Strathmore Business School (SBS),
Management Science Building (MSB) and Student Centre (SC) have been constructed
using the LEED (Leadership in Energy and Environmental Design) standards. These
green buildings cover a space of 22000 m? in total and they house offices, lecture halls,
conference halls, recreational facilities and a cafeteria (Da Silva et al, 2015). Adapting
buildings to climate change has led to a reduction of energy consumption by 40%
(Da Silva & Ssekulima, 2011).

4.2  Strathmore University electricity consumption

Electricity in the University is supplied by Kenya Power (KPLC) on Commercial CI1
tariff at 415V for two utility billing accounts. Electricity is consumed mostly for lighting,
cooking, air ventilation, water heating, lifts, escalators, computers and other appliances.
From January 2012, the demand and consumption for electricity in the University has
been increasing. The trend is attributed to increased growth of the University, high
number of added activities and increasing numbers of students and members of staff.

2374042
1921 389
Average monthly electricity
consumption (kWhrs)
Il Average monthly
electricity costs (KES)
112 401 123 829
| |
July 2012-June 2013 July 2013-June 2014

Figure 3: Electricity consumption at Strathmore University from July 2012 to June 2014
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As shown in Figure 3, the average consumption increased from 112,401 kWhrs in 2012/2013
to 123,829 in 2013/2014. Consequently, average electricity costs increased from
KES 1,921,389 in 2012/2013 to KES2,374,042 in 2013/2014. The monthly average tariff
increased from KES 17.09/kWhr to KES 19.17/kWhr in the same period.

19,17
17,09

I I
July 2012-June 2013 July 2013-June 2014

Figure 4: Average tariff charge (KES/kWhr) at Strathmore University from July 2012 to June 2014

Strathmore University installed a grid-connected rooftop solar photovoltaic (PV) system
designed to supply the University’s entire campus with electrical energy for a period of
25 years. The project was implemented with the aim of increasing sustainability efforts by
partnering with global institutions to respond to climate change and carbon emissions.

Figure 5: Strathmore University's green buildings with solar PV systems on the rooftop
Source: SERC
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This article aims to present a case of inclusive development by a Kenyan university
through investing in renewable energy. The implementation of the solar PV system
in the University, energy production, consumption and dispatch to the national grid,
financial impact and social/environmental impacts of the project confirm that HEIs can
demonstrate leadership in the area of environment and energy. The article also addresses
the challenges encountered in the project.

4.3  The Strathmore University solar PV project

According to Shum and Watanabe (2009), solar PV has proved to be a mainstream
technology for generating clean energy. solar PV has become a highly modular solution
providing electricity solutions both on- and off-grid. Strathmore University embarked on
an ambitious sustainability initiative to install a 600 kW rooftop grid-tied solar PV system
which became fully operational on 24 June 2014. The solar PV systems are installed in six
buildings around the University with production capacity distributed as 180 kW, 100 kW,
80 kW, 80 kW and 40 kW as illustrated in Figure 6.

gronoh@strathmore.edu

)

i~.. Google
1t - ;

Figure 6: Installed rooftop grid-tied solar PV system in Strathmore University
Source: SERC

The University invested in a solar PV power plant buoyed by the following factors:
« Awareness and knowledge of the University’s senior management about solar PV
technology, and its pioneering spirit.

« The University’s location close to the equator giving it an advantage in tapping solar
power due to the fact that it receives an average insolation of 4-6kWh/m2/day without
the need for sun tracking.
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« The existence of a green energy facility, set up by the French Development Agency,
offering project financing at concessional rates.

« Additionally, the existing feed-in-tariff regime allowed the possibility of a grid-
connected system without the need for storage which is always expensive and availing
the possibility of selling to the utility excess power.

4.4 Project financing and loan repayments

The solar PV power plant was financed through a loan by Co-operative Bank of Kenya.
The credit line was provided by Africa Development Bank Green Line of Credit at an
interest rate of 4.1% over a 10-year period, with one-year moratorium. However, through
competitive sourcing of the solar PV system component parts, optimisation of the
system size and the modular approach to the building of the system there were major
cost discounts, which reduced the loan payback period from 10 to 7 years (Silva, 2013).

The energy produced by the solar PV system from June 2014 to June 2017 is
2,330,160.78 kWhr. The average tariff for the period under review is KES19/kWhr,
therefore, the production is equivalent to KES 44,273,055 ($442,730.55). Average monthly
production for the period under review is 64,726.69 kWhr (equivalent to KES 1,229,807.08
per month). Based on the SERC measurements, 70% of the energy produced is consumed
within the University and 30% is exported to the national grid metered at 11kV on a tariff
of $0.12/kWhr. Therefore, for the period under review, 699,048.23kWhrs were discharged
to the grid.

100
90
80
70
60
5
= 50 —gRBARRRRRRR _HRRREEEEEN __BNENREREN
= Il Energy (kWhrs)
40
30 [ |
20 I
10 n I
o | I
< < ) ) ) © © © ~ ~
& & &8 &8 ’®&8 & & & ¥
o S § g S N %) S S )
Q = < < = Q 9 < < Q
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Figure 7: Monthly solar PV production (kWhrs) from June 2014 to June 2017
Source: SERC

Energy discharge to the national grid only happens during periods of low demand such
as weekends or on holidays. This new trend has graduated Strathmore University to be
a net importer of energy.
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Table 1 gives further details of the total earnings from the solar PV system for the period
from June 2014 to June 2017. On average, the solar PV system earns the University
KES 1,131,163.38 per month. This amount is sufficient to cover monthly loan repayments
of KES 1,083,330 for 7 years. The solar PV system has a useful life of 25 years. Therefore,
the University will utilise it for a long time, earn more and contribute significantly
towards Kenyan climate change and sustainability efforts.

Table 1:  Total solar PV system earnings 2014-2017
2014 2015 2016 2017

Energy savings to the University
(70% of the solar PV production) 5,534,498.38 10,463,266.25 9,849,734.06 5,143,639.71
at KES 19/kWhr (US$ 0.19/kWhr)

Earnings from energy exported
to the grid (30% of the solar PV

X 2,832162.29 2,832162.29 2,666,093.43 1,392,263.38
production) at KES 12/kWhr
(US$ 0.12/kWhr)
Total solar PV system earnings 8,368,674.68 13,297,443.54 12,517,843.49 6,537,920.09

Source: SERC

4.5  Solar PV project impacts

The solar PV project has grown to be a lab promoting research and hands-on training for
engineers and technicians. The live laboratory had by May 2017 trained over 1500 people.
The capacity-building initiatives became necessary in order to create skills and knowledge
required to install and maintain the grid-connected solar PV power plants.

Strathmore University has indeed contributed to Kenya’s social development by adding
electrical power-generation capacities. Strathmore University collaborated with GIZ and
Kwale County government to install a 1.6 kW solar stand-alone system on Wasini Island
in 2014. Today, the Wasini Island community is able to generate income through phone
charging, internet café, photocopying and printing services, and selling of cold drinks.

5. Conclusions

The solar PV power system is challenged by the amount of solar insolation. Furthermore,
production does not happen during the night but during the day only. Therefore, all
the energy generated should be efficiently measured for internal consumption and
dispatched efficiently to the grid.

As a result of Strathmore successfully installing the 600kW solar PV power plant, it has
earned a reputation across the region for leading in sustainability efforts. Through these
efforts, it won the Private Sector award in the KAM Renewable Energy Project Awards
in 2015 during the Kenya Clean Energy Conference. The success has attracted partners
such as GIZ, DANIDA and DFID. Consequently, through sustainability partnerships, the
University will be able to roll out solar power projects off the campus and propel Kenya
to a sufficient energy production country.
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Grid-connected solar PV has brought all University stakeholders together to promote
sustainability initiatives and address issues in climate change. SERC has conducted
impactful live training sessions on installation and maintenance of solar PV power
systems from the laboratory in the University. Additionally, there have been seminars
to educate the students on the application of solar PV technologies. Hands-on training
given to solar technicians has enabled the University to create agents of change who
are acting as renewable energy ambassadors in the region. These initiatives not only
motivate Kenya to improve its renewable energy production but also to become a low
carbon emitter.
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Abstract

South Africa is not only plagued by corruption, but also by a lack
of ethics in corporate South Africa (Soko, 2017; Van Zyl, 2017).
Ethics is reflected in the culture of an organisation, and
corporate ethical culture should be measured. However, in
the South African context, there is no reliable and validated
measure of ethical culture. The purpose of this study was
to empirically measure the validity and reliability of the
corporate ethical virtue (CEV) model in a case study in South
Africa through a quantitative research design. The CEV model
(Kaptein, 2008, 2009) was identified, and subjected to reliability
and validity tests within a South African insurance company.
The instrument’s reliability was confirmed through Cronbach
alpha coefficients. The article concludes that the CEV model
has some application value within the context it was tested.
Due to its limitations, this study makes a modest contribution,
but can serve as a first step towards the use and development
of measurement instruments for ethical culture in South
African organisations.

1. Introduction

Von Eck’s (2016) statement “Ethics is on the decline”, is evident
across the globe (Kaptein, 2015; Smit & Bierman, 2017). South
Africa, specifically, is characterised by unethical behaviour, in
both the publicand private sectors. In the business environment,
organisations are continuously being confronted by a lack
of ethical norms (Van Zyl, 2012; Angermund & Plant, 2017).
Unethical behaviour is behaviour that is morally inappropriate,
or behaviour that is not morally honoured (Fatoki, 2012).
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Corruption is one of the top challenges in South Africa, and there is ample evidence
of eroding ethics amongst corporate leaders in South Africa (Pietersen & Maree, 2016;
Van Wyk & Badenhorst-Weiss, 2017). Some of the reasons for the increase in unethical
behaviour in the business environment are, for example, excessive workload, fear of
retrenchment, stagnation of the economy, uncertainty about the future, and weaknesses
in the regulatory environment with respect to certain (ethical) business practices
(Van Zyl, 2012).

Recurring corporate ethical scandals over several decades have led to the emergence of
various moral-based, or principle-based, initiatives — across the globe. Such initiatives
include corporate sustainability initiatives, corporate governance, corporate citizenship,
corporate social responsibility and business ethics. All these initiatives are aimed at the
long-term sustainability of organisations, emphasising sound management practices
in the pursuit of profits, fairness towards people (broader society) and respect for
the environment. Business ethics, in particular, is receiving increasing attention as
organisations are being urged and pressured by stakeholders, through legislation and
supervision, to allocate time and resources to improve and ensure ethical practices
(Timonen & Luoma-Aho, 2010; Majluf & Navarrete, 2011; Smit & Bierman, 2017).

As aresult of such pressures to be more ethical, organisations have taken steps to manage
ethical conduct through initiatives such as a code of ethics, ethics training, and ethics
hotlines or whistleblowing lines (Jalil, Azam & Rahman, 2010). In addition, there has
been an increased focus on developing and maintaining a corporate ethical culture, since
such a culture promotes ethical behaviour, effective governance and the attainment of
organisational goals (Huhtala, Feldt, Hyvonen & Mauno, 2013; Angermund & Plant, 2017).

In South Africa, the context of this study, ethics in the business setting is promoted
amongst large corporations through South Africa’s Code on Corporate Governance,
stipulated in the King IV Report. Adherence to the King IV is a listing requirement for the
Johannesburg Stock Exchange (JSE) (Pierce & Kennedy-Good, 2009). Given the listing
requirement, ethical conduct, ethical leadership, responsibility, and transparency should
be priorities for listed companies (Deloitte, 2016; KPMG, 2016). In addition, the King 1V
requires listed corporations to cultivate an ethical culture.

Ethics SA conducted surveys in 2010, 2013 and 2016 amongst JSE-listed South African
companies (with the majority being financial institutions). The aim of these surveys
was to ascertain the state of ethics in South African JSE-listed companies. The findings
indicated that the participating companies were serious about the management of
ethics. However, the studies done by Ethics SA recommended that organisations
should pay more attention to the ethical culture prevalent in their organisation. They
recommended that the participating companies’ (the respondents’) ethical culture
needed strengthening (Punt, Groenewald & Geerts, 2010; Groenewald & Geerts, 2013;
Groenewald, 2016). In 2012, Van Zyl (2012) mentioned that ethical culture is hardly
cultivated in South African organisations. This remark coincides with the findings of the
three Ethics SA surveys, which is alarming considering the importance ethical culture
plays in promoting ethical behaviour in the workplace.
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Corporate ethical culture is considered a substantial factor in ethical decision-making
(Fraedrich, Ferrell & Ferrell, 2013). It describes “how things are done” or “how things
really work” in the workplace to solve internal and external managerial problems (Llopis,
Reyes Gonzalez & Gasco, 2007; Ethics Resource Centre, 2010; Meinert, 2014). In addition,
it affects how employees think in situations where ethics is concerned in relation to
behaviours and decisions (Trevino & Nelson, 2011), and it fosters positive behaviour
in the workplace (Appelbaum, Vigneault, Walker & Shapiro, 2009; Ethics Resource
Centre, 2012). Ethical decision-making can also serve as a guideline on how to behave or
make decisions ethically (Majluf & Navarrete, 2011; Trevino & Nelson, 2011). Research in
this important topic (corporate ethical culture) has been proven to play an important role
in promoting, encouraging and influencing ethical behaviour in the workplace.

According to Smurthwaite (2011), as the first step in strengthening an ethical culture,
an organisation ought to measure the ethical culture prevalent in their organisation.
However, the author highlights that research in the field of business ethics seems to have
placed a limited focus on the topic of ethical culture. Furthermore, the 115 articles on
business ethics that were published from 1995 to 2010 in South Africa focused on corporate
social responsibility (CSR) (15%), economic justice (11%), corporate governance (11%),
ethics (9%), and business ethics theories and teaching (8%) (Smurthwaite, 2011). Despite
the maturity of the field of business ethics in South Africa (Rossouw, 2011), only a handful
of tools have been developed and/or tested to measure ethical culture within a South
African context. Therefore, there is a gap in the literature pertaining to the development
and availability of appropriate tools to measure ethical culture that have been specifically
developed for the South African context.

This article aims to address this gap, by testing the reliability and validity of a developed
tool to measure the ethical culture in one large company in South Africa.

2. The problem and aim of the study

The discussion above highlights the need to improve ethics in corporate South Africa. One
means of achieving this is to measure ethical culture, identify the areas for improvement
and to address those areas of concern. However, the researchers of this study, after a
thorough search, could not find any developed and tested tools to measure corporate
ethical culture in a South African context. The conclusion was made that such a tool has
not been developed in the country and that a tool developed elsewhere could be tested
and validated for use in South African organisations.

The research objective is therefore to measure the corporate ethical virtue (CEV) model’s
validity and reliability in a large South African company.

The following sections provide for a literature review on corporate ethical culture,
advancements in this field concerning measurement tools, and a review of the empirical
findings. Lastly, this article suggests a modified CEV model to measure ethical culture
within the participating company in South Africa.
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3. Literature review

In the following section, corporate ethical culture, and the construct’s development from
a one-dimensional to a multidimensional construct are reviewed.

3.1 Corporate ethical culture

According to Schein (1984:3), an organisational culture is “the pattern of basic assumptions
that a given group has invented, discovered, or developed in learning to cope with
problems of external adaptations and internal integration”. Ethical culture is an element
of organisational culture (Baker, Hunt & Andrews, 2006; Eisenbeiss, Van Knippenberg
& Fahrbach, 2014). According to Kaptein (2011), the ethical culture of an organisation
is defined by those elements and aspects of the organisational context that encourage
ethical behaviour or that reduce unethical behaviour. Organisational context elements
include, for example, an ethics programme and ethics training (Kaptein, 2015). Huhtala
et al. (2013) stipulated that ethical culture has both formal and informal components,
aimed at promoting ethical behaviour. The formal components include tangible aspects,
such as leadership and reward systems, while the informal components include intangible
elements, such as rituals and implicit behavioural norms (Ardichvili et al, 2009).

An ethical culture supports moral principles and ethical behaviour (Eisenbeiss et al., 2014).
It is a culture that is perceived to be the best way to prevent corporate scandals and
unethical behaviour (Ethics Resource Centre, 2012). Numerous researchers and research
institutions have highlighted the fact that developing and maintaining an ethical
culture ought to be a priority in organisations to assist with their ethical orientation
(Ethics Resource Centre, 2010; Belak, 2013; Huhtala et al., 2013; Riivari & Lamsa, 2014).
Considering the role ethical culture plays in ethical decision-making, research on corporate
ethical culture has been proven to play an important role in promoting, encouraging and
influencing ethical behaviour in the workplace.

Trevino, Butterfield and McCabe (1998) were the first authors to test and develop the
concept of ethical culture, and subsequently made calls for further development and
refinement. Since 1998, a few studies have attempted to interrogate ethical culture as a
construct. The following section elaborates on some of these studies.

3.2 The development of ethical culture as a construct

Authors such as Trevino et al (1998) worked on, developed and tested constructs
to measure ethical culture, however, they recommended that this underdeveloped
construct be further developed. Following the work of prominent authors in the field
(for example, Trevifio et al., 1998; Kaptein, 2008, 2009; Ardichvili & Jondle, 2009; Jondle,
Ardichvili & Mitchell, 2014), the conclusion was reached that to better understand
ethical culture and then to measure it, the concept should be evaluated based on the
elements or subconcepts. These aforementioned authors have unravelled, or dissected
corporate ethical culture into validated dimensions and characteristics that can assist
in the measurement thereof within an organisation. Kaptein (2008) and Ardichvili and
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Jondle (2009) identified the need to further develop instruments to measure the ethical
culture in organisations. They took the one-dimensional concept of Trevino et al. (1998)
and developed it into a multidimensional concept, containing virtues/characteristics of a
corporate ethical culture.

Based on the work of Trevino et al. (1998), Kaptein (2008, 2009) confirmed that corporate
ethical culture consists of multiple dimensions. Kaptein’s work on ethical culture is based
on Solomon’s (in Kaptein, 2008) virtue-based theory of business ethics. This theory states
that a strong ethical culture has certain values, and further, that individual employees
and organisations should possess the characteristics (or virtues) that enable them to
excel morally. However, the “virtuousness” of an organisation is defined by its ability
to encourage staff members to behave ethically and to prevent unethical behaviour
(Collier, 1995; Kaptein, 2008; McLeod, Payne & Evert, 2016).

Consequently, a generic set of corporate ethical virtues that should be embedded in
an organisation’s ethical culture was identified, developed and tested (amongst Dutch
organisations). These virtues are listed in Table 1, left column.

In 2013, DeBode, Armenakis, Feild and Walker (2013) further built on Kaptein’s (2008)
corporate ethical virtue (CEV) model by developing and testing a shorter version of the
CEV model within the United States (US). Their findings support this shorter version,
referred to as the “CEVMS-SF”. The shorter version encompasses the same virtues as
in the original model, however, the questionnaire is shorter (reduced from 58 items
to 31 items).

Ardichvili and Jondle (2009) and Jondle et al. (2014) also contributed to the development
of the construct, “ethical culture”. They identified dimensions or characteristics (of five
clusters) of an ethical culture (Ardichvili & Jondle, 2009) and subsequently developed the
ethical business culture (CEBC) survey (Jondle et al., 2014). These characteristics are also
listed in Table 1, right column.
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Table 1: Comparison between the virtues and characteristics of an ethical culture

Virtues of ethical culture: CEV model Characteristics of ethical culture: CEBC survey

« Clarity, which refers to the normative (or ethical) | « Mission- and value driven, which refers

expectations regarding the appropriate or
inappropriate conduct of employees.
Congruency, which states that when
management’s behaviour is consistent with the
normative expectations of the organisation, then
behaviour from employees to comply with these
expectations is reinforced.

Feasibility, which refers to the extent to which
an organisation can create an environment or
conditions that enable employees to comply with
the normative expectations.

Supportability, which refers to the extent

to which an organisation creates a work
environment where employees experience trust
and respect, and the extent to which employees
identify and endorse organisational values,
norms and standards.

Transparency, which refers to the degree

to which an employee’s conduct and its
consequences are noticeable, or visible to
others, such as colleagues and supervisors.

to the integration of ethical values in the
broader organisation (institutionalised) and in
relationships.

Stakeholder balance, meaning that stakeholder
concerns (including society) are constantly taken
into account, as well as dealing with them on a
consistent ethical and value-orientated basis.
Leadership effectiveness, which means that
ethics starts at top management, is demanded
from all levels of the organisation, and
management demonstrates personal ethics and
“walks the talk”.

Process integrity, which refers to fairness in
people, processes and product-related matters.
There is also continuous ethics training, and
communications and values are enforced daily.
Long-term perspectives, which involves having
a long-term focus regarding the achievement
of goals and the creation of shareholder value.
It also involves connecting people, profits and
plant, and placing a focus on sustainability.

- Discussability, which refers to the opportunities
employees have to communicate (raise and
discuss) ethical matters, issues and dilemmas
that can arise in the workplace.

- Sanctionability, which refers to the likelihood
of punishment for behaving unethically and the
rewarding of ethical behaviour.

Source: Compiled from Kaptein (2008, 2009), Ardichvili and Jondle (2009) and Jondle et al. (2014)

There are strong similarities and stark differences between the CEV model and CEBC
survey. As shown in Table 1, both require ethical conduct to be clearly communicated
and modelled; management behaviour needs to be consistent with the ethical standards
expected (since ethics starts at the top); and an enabling environment should be created
for employees to communicate ethics (through training or communications). The
differences include the foci on stakeholders, process integrity and long-term perspectives,
which are not directly evident in the CEV model. Similarly, the virtues of supportability,
transparency, discussability and sanctionability are not directly evident in the CEBC
survey. In conclusion, it seems that the CEV model focuses on measuring the inherent
characteristics of ethical practices, while the CEBC focuses on measuring the broad
management areas or categories in ethical culture.

This article used the developed CEV model, as it was the only validated measuring tool
during the empirical phase of this study. Authors Huhtala, Feldt, Lamsa, Mauno and
Kinnunen (2011), tested the validity of the CEV model in the context of a Finnish national
labour union. The confirmatory factor analysis (CFA), within the study’s limitations,
supported the CEV model and its ability to evaluate ethical culture. In addition, authors
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such as Kangas, Muotka, Huhtala, Makikangas and Feldt (2015) and Valentine, Fleischman
and Godkin (2015), used the CEV model to investigate the associations of the ethicality of
organisational culture and sickness absence. These authors also investigated the perceived
ethical culture amongst sales professionals and its relationship to communication (of the
code of ethics), job satisfaction and workplace bullying. These studies were conducted
within the Finish public sector, and amongst selling professionals in the US, respectively

Huhtala et al. (2011) statistically confirmed (through CFA) the eight unidimensional
constructs of the CEV model. The two studies done by Kaptein (2008) and Huhtala et al.
(2011) had similar findings. The similar findings could be due to the fact that both studies
took place in Western, developed countries. Kaptein’s (2008) study was conducted
amongst Dutch respondents (with no indication of the region/country); while Huhtala
et al’s (2011) study was conducted amongst Finnish respondents (and in Finland).

This study was the first effort in South Africa to measure the ethical culture of a company
using the CEV model. This article reports on the validity of the CEV model in terms of
confirmatory and exploratory factor analysis (CFA and EFA). It also uses the Cronbach
alpha coefficients to test for reliability in a South African context.

Inthe following sections, the methods of data collection analysis are presented. Thereafter,
the results are reported and reflections on practical implications are presented, as
well as the limitations of the study. The article concludes with recommendations for
future research.

4.  Research method and design

The authors of this study targeted the South African financial sector, as it is the strongest
sector in South Africa (ranked 12th in the world) in terms of competitiveness (World
Economic Forum, 2016). The majority of South African financial institutions are listed on
the JSE (Johannesburg Stock Exchange, 2013). Therefore, they (ought to) have measures,
policies and procedures in place to ensure ethical conduct. In addition to their listing
requirements, there are strict rules applied by the Financial Intelligence Centre Act
(FICA) of 2012 which ensures that they act responsibly and ethically.

4] Research design

To achieve the research objective, a quantitative design was implemented. The construct
validity of the identified research instrument was firstly determined statistically
through conducting CFA to determine if the data adequately fits Kaptein’s model. In
the case of inadequate fit, exploratory factor analysis (EFA) was subsequently conducted
to determine the dimensionality of the constructs defined in Kaptein’s model for the
research data. Internal consistency (reliability) was determined statistically through the
use of the Cronbach alpha coefficient on the final set of factors as identified in the EFA.
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4.2 Sample and sampling techniques

The researchers approached a leading role player in the financial industry (according to
The Economist Intelligence Unit, 2012). The company, an insurance company, agreed to
participate in this study. The assumption is that such a JSE-listed institution must have
an ethical orientation; hence, an ethical culture should be cultivated from the formal
elements that have been implemented.

The scope of the study was further narrowed to include this insurance company’s retail
division in Gauteng (as per the request of the insurance company). Stratified random
sampling was implemented to proportionally select managers and non-managers in the
identified division. The sample size was 875, of which only 733 respondents were reached.

Although the survey was supported by the top management of the company the
researchers had limited time to motivate non-responders to participate, for the researchers
were given only a 30-day period to conduct research within the participating company,
of which the period was extended by one week to obtain more responses. The survey was
completed by 203 respondents (66 were managers and 137 were non-managers), and a
total active response rate of 27.69% was obtained, which was disappointingly low for the
researchers. However, a decision was made to go ahead with the validation of the model
within the limitations of the low response rate.

4.3  Case study approach

The concept of ethics is complex, and differs from society to society (Van Wyk, 2014).
Similarly, culture is an equally complex concept as, within a given culture, there may be a
number of subcultures, each with their own distinguishing features as is the case in South
Africa (Hellriegel, Slocum, Jackson, Louw, Staude, Amos, Klopper, Louw, Oosthuizen,
Perks & Zindiye, 2012). In addition, organisational culture is seen as “the personality of
an organisation” (Van Wyk, 2014). The researchers of this study agree with Pietersen and
Maree (2016) in that when applying a questionnaire in a different context (and with a new
population) different factors may emerge from the study. Given the complex nature and
sensitivity centring on issues of ethics and culture, the researchers could not convince
other companies to participate in the study. It was decided to test the CEV model in one
company only, hence the use of the case study approach (Yin, 2014). While the insurance
company requested that the study be done in their Gauteng retail division, the same
company-wide policies and procedures and ethical values apply throughout the country.

4.4 Research instrument

The research instrument identified was the survey questionnaire in the CEV model.
The constructs and items in the original questionnaire were specifically developed to
measure the ethical culture of an organisation. Kaptein (2008) developed and tested
the instrument and model through four studies, namely item generation, EFA, CFA
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and the multivariate analysis of variance (Kaptein, 2008). The items per construct, as
in the Kaptein instrument (based on the CEV model), which was used in this study, are
summarised in Table 2 (items per construct are presented in Appendix 1).

Kaptein’s (2008) questionnaire (adopted in this study) used a six-point Likert scale
(1 indicating “strongly agree” and 6 indicating “strongly disagree”), however, the
authors decided to add a seventh option, namely “I don’t know”. The seventh option
made provisions for respondents who had no knowledge of what was being asked, and
therefore were unable to express an opinion. Hence, a seven-point rating scale was
used, incorporating the additional response option. Data was discarded if a participant
withdrew or there were any incomplete questionnaires. Missing values in the analysis
refer to the “don’t know” responses in the data. Missing values were incorporated in the

CFA using the estimate means and intercept method in AMOS.

Table 2: CEV model: Items per construct

Construct

Items

The virtue of
clarity

Consists of ten items. The items relate to whether the organisation succeeded in
making it clear as to how respondents should conduct themselves in relation to
aspects such as colleagues, obtaining authorisations, working hours and financial
assets, as well as clarity on expected behaviour, and clarity on the applicable values
and norms.

The virtue of
congruency

The virtue of congruency of supervisors consists of six items, and the virtue

of congruency of management consists of four items. These items reflect the
respondent’s perception of the extent to which the board, senior management and
supervisors set a good example in terms of ethics. Supervisors were considered
to be the direct managers of the employee respondents, and managers were
considered to be any managerial level higher than supervisors.

The virtue of
feasibility

Consists of six items. These items reflect the extent to which non-managers are
enabled to act ethically. The items measure the extent to which the respondents
have sufficient time, the means and the information to act in an ethically responsible
way, as well as the possibility of non-managers disregarding ethical standards when
placed under pressure.

The virtue of
supportability

Consists of six items. These items indicate the degree of trust and respect
experienced by respondents in their working environment. In addition, these items
indicate whether respondents identify with, and support organisational values, norms
and rules.

The virtue of
transparency

Consists of seven items. These items reflect the visibility of a respondent’s actions to
him/herself and his/her colleagues and managers. In addition, these items also reflect
the visibility of a supervisor’s conduct, and whether respondents receive adequate
feedback on the criticism given on the behaviour of others.

The virtue of
discussability

Consists of ten items. These items reflect the extent to which ethical issues can be
discussed, the scope of communication (raise and discuss) ethical matters, issues
and dilemmas, and unethical conduct of fellow colleagues and supervisors.

The virtue of
sanctionability

Consists of nine items. These items indicate the extent to which unethical behaviour
is punished and ethical behaviour is rewarded or recognised.

20

Source: Compiled from Kaptein (2008)
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45  The validity and reliability of the CEV model in a South
African context

CFA and EFA were conducted to determine construct validity. In addition, an internal
consistency measurement, namely Cronbach alpha coefficients, was calculated to
determine the instrument’s reliability (Saunders et al.,, 2012; Pietersen & Maree, 2016).
In a CFA, the researcher specifies the pattern of indicator-factor relationships, the
number, and the other parameters (for example, those influencing the independence of
the factors). As a result, the pre-specified factor solution is evaluated on the basis of how
well the model emulates the sample covariance matrix (Brown, 2006).

CFA is necessary when a questionnaire is used in a different context to that for which it
was developed. A CFA determines whether the questionnaire’s proposed factor structure
fits the data (Pietersen & Maree, 2016). Applying a questionnaire in a different context
also means there is a new population, and different factors may emerge. Consequently, if
the CFA did not indicate an adequate fit, an EFA is conducted to determine possible new
and meaningful factors (Pietersen & Maree, 2016).

The authors did not want to manipulate the result to get a better fit using modification
indices, as it is a well-known fact that if such covariances are added, there should be
a strong theoretical basis for it (Hooper, Coughlan & Mullen, 2008). Therefore, it was
decided to conduct the EFA to understand the underlying factor structure of the data in
this application, in a specific context of the CEV model.

CFA, as a type of structural equation modelling, specifically deals with measurement
models and the relationships between indicators (observed measures) and factors (latent
variables). The two primary types of factor analysis, based on the common factor model,
are EFA and CFA, both of which aim to reproduce the observed relationships amongst a
group of indicators with a small set of latent variables. Albeit similar, their fundamental
differences lie in the number and nature of prior specifications and restrictions that
apply to the measurement model. Mainly driven by data, the EFA has no specifications
regarding the (initial) number of common factors, or the pattern of relationships (factor
loadings), and an EFA is conducted as an exploratory or descriptive data technique,
determining the appropriate number of common factors (Brown, 2006).

4.6  Data analysis methods

The data collected through completed web-based questionnaires were captured using
the Statistical Package for Social Sciences (SPSS) AMOS v23. Newsom (2005) suggested
a combination of relative fit indices, together with the Standardised Root Mean Square
Residual (SRMR) or Root Mean Square Error of Approximation (RMSEA). In the CFA, the
Goodness of Fit Indices, Bollen’s Incremental Fit Index (IFl), Bentler’s Comparative Fit
Index (CFI), and the minimum discrepancy divided by the degree of freedom (CMIN/DF)
(Thomson, Maclnnis & Whan Park, 2005) were analysed to determine the constructs’
validity, in conjunction with RMSEA.
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Bollen’s Incremental Fit Index (IFl) was computed using the model chi-square and null
module chi square and DFs for the models. The Bentler’s Comparative Fit Index (CFI)
is a concentric parameter, aiming to reject the alternative hypotheses (testing the null
hypothesis); while RMSEA is a concentric parameter and a function of chi-square, DF
and N (Newsom, 2005).

For an adequate model fit, the RMSEA score must be lower or equal to 0.08 and the
IFI and CFI scores must be higher or equal to 0.9 (Pietersen & Maree, 2016). For the
CMIN/DF results, statistics must be lower or equal to 3 for it to be adequate (Thomson
et al., 2005).

Cronbach alpha coefficients were calculated for all the constructs. Values of 0.7 or more
indicate that the combination of items (for each construct) measures the same construct
(Saunders et al., 2012).

5. Empirical findings and discussion

During the development stages of the CEV model, Kaptein (2008) obtained construct
reliabilities ranging from 0.93 to 0.96. Further tests and results supported the convergent
and discriminant validity of the instrument measuring ethical organisational culture.

The survey in the present study was completed by 203 respondents (66 were managers
and 137 were non-managers). The “I don’t know” frequency ranged mainly between
0 and 20 per item. Only one item had more than 43 “I don’t know”s. The majority of the
items (45 out of 56 or 80 per cent) thus had 10 per cent or less “I don’t know’s”. Table 3
provides descriptive information regarding the CEV model (indicating the mean, standard
deviation and range) in the sample, followed by the results of the CFA conducted in the
present study.

Table 3: Descriptive information per item

Clarity CL1 CL2 CL3 CL4 CL5 CL6 CL7 CL8 CL9 | CL10
Mean 5.33 | 5.07 513 5.15 534 | 492 | 540 5.15 450 | 533
Std deviation 0.786 | 0.938 | 0.863 | 0.932 | 0.747 | 0.990 | 0.807 | 0.900 | 1.203 | 0.843
Range 5 4 4 4 3 4 3 5 5 5
Congruency — Part A | COA1 | COA2 | COA3 | COA4 | COA5 | COAb

Mean 517 494 | 542 | 5.06 5.21 5.22

Std deviation 1.229 | 1.253 | 1.063 | 1.200 | 1.027 | 1167

Range 5 5 5 5 5 5

Congruency — Part B | COB1 | COB2 | COB3 | COB4

Mean 4.91 486 | 4.94 5.19

Std deviation 1158 | 1.207 | 1139 | 1143

Range 5 5 5 5
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Feasibility FE1 FE2 FE3 FE4 FE5 FE6
Mean 477 474 | 3.80 | 415 420 | 4.90
Std deviation 1.396 | 1.392 | 1.530 | 1.518 | 1.469 | 1.260
Range 5 5 5 5 5 5
Supportability SU1 SU2 | SU3 | SU4 | SU5 | SuU6
Mean 463 | 452 | 458 4.41 466 | 472
Std deviation 1473 | 1.207 | 1110 | 1.256 | 1170 | 1.252
Range 5 5 5 5 5 5
Transparency TR1 TR2 TR3 TR4 TR5 TR6 TR7
Mean 4.82 4.61 4.66 419 452 | 455 | 485
Std deviation 0.947 | 1.041 | 1.005 | 1.202 | 1.059 | 1.218 | 0.950
Range 4 5 5 5 5 5 5
Discussability DN DI2 DI3 Dl4 DI5 DI6 DI7 DI8 DI9 DI10
Mean 499 | 5.01 479 | 506 | 464 | 490 | 468 | 5.02 | 473 | 465
Std deviation 0.872 | 1.080 | 1149 | 1142 | 1191 | 1.023 | 1147 | 0.959 | 1.034 | 1.215
Range 5 5 5 5 5 5 5 5 5 5
Sanctionability SA1 SA2 SA3 SA4 | SA5 | SA6 SA7 SA8 SA9
Mean 4.92 515 419 483 | 474 418 492 | 472 47
Std deviation 1189 | 1.048 | 1442 | 1.214 1191 1.345 | 1.074 | 1.272 | 1.215
Range 5 5 5 5 5 5 5 5 5

The results of the CFA conducted in the present study are presented in Table 4.

Table 4: CFA results
Construct RMSEA IF1 CFI CMIN/DF
Clarity oM 0.913 0.910 3.039
Congruency — Part A 0.175 0.957 0.957 5.800
Congruency — Part B 0.000 1.000 1.000 0.968
Feasibility 0.222 0.751 0.739 8710
Supportability 0.031 0.998 0.998 1152
Transparency 0189 0.811 0.804 6.620
Discussability 0.141 0.917 0.916 4121
Sanctionability 0123 0.941 0.940 3.368

For an adequate fit, the RMSEA score must be lower or equal to 0.08, and the IFl and CFI
scores higher or equal to 0.9. Adequate fit was only confirmed for one construct, namely
the virtue of supportability. This RMSEA score of this construct was below the minimum
of 0.08, and the IFl and CFI scores higher than 0.9, thus all values exhibit the required

behaviour for adequate fit.

The remaining constructs did not show adequate fit. The RMSEA of these constructs was

higher than the minimum of 0.08. Therefore, it necessitates EFA (presented in Table 5) to

determine the underlying structure of the respective constructs.
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Table 5: EFA results and Cronbach alpha values

KMO and

% of i
Construct Bartlett's Test | yariance Factor loadings Crolnl;ach
. alpha
KMO | Sig. | explained | |tem 1 2
Clarity 0917 | 0.000 | 56.78% CL1 0.993 | Factor1
cL2 0.608 (personal
’ level)
CL3 0.664
CL4 0.649 0.863
CL5 0.735
CL6 0.813
CL7 0.667 Factor 2
cLs 0638 (relationship
’ level)
CL9 0.368 | 0.401
CL10 0718 0.845
Congruency — Part A 0.921 | 0.000 | 79.50% COA1 | 0.938 0.938
COA2 | 0.850
COA3 | 0.864
COA4 | 0.831
COA5 | 0914
COA6 | 0.946
Congruency — Part B 0.855 | 0.000 | 84.94% COB1 | 0.888 0.920
COB2 | 0978
COB3 | 0928
COB4 | 0.889
Feasibility 54.58% FE1 0.888 Factor 1
(conflict at
FE2 0674 individual level)
FE3 0.688
FE4 0.807
FE5S 0.597 | 0.806
FE6 0.732 Factor 2
(conflict at
organisational
level)
0.728
Supportability 0.929 | 0.000 | 74.30% SuU1 0.851 0.928
SuU2 0.894
SuU3 0.892
su4 0.845
SU5 0.878
su6 0.808
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Construct Ba':th:le?t;r]riﬂ va?i,a(:lfce Factorloadings Cronbach
KMO | Sig. | explained | |tem 1 2 Al
Transparency 0.787 | 0.000 | 55.02% TR1 0.822 | Factor 1
TR2 0666 gj’t’)”ig’/ e
TR3 0.756 | conduct
TR4 | 0.436 Lihwear’sc)’s
TR5 0.890
TR6 0.809
TR7 0.444 | 0.301 0.794
Factor 2
(management
of visibility)
0.797
Discussability 0.901 0.000 | 59.50% DI 0.529 0.882
DiI2 0.778
DI3 0.918
Di4 0.857
DI5 0.841
Di6 0.814
DI7 0.860
DI8 0.577
DI9 0.812
Do 0.622
Sanctionability 0.933 | 0.000 | 66.77% SA1 0.734 0.869
SA2 0.847
SA3 0.764
SA4 0.891
SA5 0.809
SA6 0.705
SA7 0.845
SA8 0.848
SA9 0.837

The Kaiser Meyer Olkin ranges were well above the 0.5 minimum for all constructs, and
the Bartlett’s test of sphericity shows statistical significance with all p values below 0.01.
Therefore, it was appropriate to conduct an EFA for all the constructs. The EFA identified
only one factor each for five constructs (congruency — part A; congruency — part B;
supportability; discussability; sanctionability), indicating that they are unidimensional
(one-dimensional) within the context applied in this study. Therefore, the findings (the
five one-dimensional constructs) within the applied context, concurs with the findings
of Kaptein (2008).
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However, in contrast to the findings of Kaptein, the remaining three constructs were not
unidimensional. The EFA identified two factors for three constructs (clarity, feasibility
and transparency), indicating that they are multidimensional (two dimensional) within
the context applied.

Reviewing the statements (see Appendix 1) and the factor loadings for the construct
Clarity, two factors were identified and labelled, namely a personal dimension (the use
of assets, finance, dealing with conflict of interest, and side-line activities) [Factor 1],
and a relational dimension (obtaining authorisations, conduct towards external parties,
and internal colleagues) [Factor 2]. Double loadings occurred for statement CL9. The
factor loading for “The organisation makes it sufficiently clear to me how I should deal
with environmental issues in a responsible way” (CL9) was higher in Factor 2 [relational
dimension] (0.401), however, the researchers were of the opinion that the personal
dimension [Factor 1] fits more meaningfully with this statement, and it was thus
included in Factor 1.

Reviewing the statements and the factor loadings for the construct Transparency, two
factors are evident, namely the visibility of conduct towards others (managers, other
employees, or someone else will find out about a colleague’s/manager’s conduct)
[Factor 1]; and the management of visibility (checks are done, there is awareness of
ethics or ethical practices, types of incidents are known and feedback is given) [Factor 2].
Double loadings occurred for statement TR7. The loadings for “Management is aware of the
types of incidents and unethical conduct that occur in my immediate working environment”
(TR7) were higher in Factor 1 [visibility of conduct] (0.444), which fits meaningfully with
this statement for the authors.

For the construct Feasibility, two factors were identified and labelled as conflict at an
individual level (conflict with my conscience and sacrifice personal norms and values)
[Factor 1], and conflict at an organisational level (insufficient time, information and
resources to carry out tasks responsibly) [Factor 2].

To determine the reliability of the questionnaire in the company in the South African
context, Cronbach alpha coefficients were calculated for all factors. The Cronbach alpha
coefficients for the eight constructs ranged between 0.728 and 0.938, which was above the
0.7 threshold value (see Table 4). These coefficients indicated that the items measuring
each construct (including the subdivisions for the virtues of clarity, feasibility and
transparency), are consistent and (the items) measure the respective constructs. Table 6
indicates the differences between the findings in the current study and the findings of
Kaptein (2008) and Huhtala et al. (2011).
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Table 6: Summary of findings

Findings of studies done by Kaptein (2008)

and Huhtala et al. (2011) Findings of current study

Unidimensional constructs were: Unidimensional constructs were:
Clarity Supportability

Feasibility Discussability

Supportability Sanctionability

Transparency

Discussability
Sanctionability

Multidimensional constructs were: Multidimensional constructs were:

Congruency Congruency

- Congruency of managers . Congruency of managers

« Congruency of supervisors « Congruency of supervisors
Clarity

« Personal dimension

- Relational dimension

Feasibility

« Conflict at individual level

. Conflict at organisational level
Transparency

- Visibility of conduct towards others
- Management of visibility

In the testing of the CEV model and the discussion of the findings above it became
clear that the CEV model has, to an extent, applicability value in this company in South
Africa, but that the model cannot be applied without some adaption. The construct
supportability, discussability and sanctionability were found to be unidimensional,
however, four constructs were identified as multidimensional. These constructs were
congruency, clarity, feasibility and transparency. Differences in the findings of this study
could possibly be attributed to the differences in contexts (developed vs developing
countries), and differences in the studies’ (Kaptein’s and this study’s) populations. For
example, South Africa is known to be a more diverse country, with many different cultures
and languages, which is also reflected in companies in the country. Such differences in
the findings of the present study substantiate the purpose of this study.

It was not the purpose of the study to report on the description or inferential statistics,
however, the analysis of these activities indicated that the construct of the virtue of
feasibility had to be reverse scored when descriptive and inferential statistical analyses
were employed. A similar finding was made by DeBode et al. (2013).

6. Summary and implications

Organisations must ensure the ethical conduct of their employees for their long-term
sustainability (Wiid, Cant, Van Niekerk, 2013; Borah, Hazarika, 2016). For organisations
that are serious about doing the right thing, it is not just about managing ethics, but
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more importantly, about creating and maintaining an ethical culture throughout the
organisation. Developing and maintaining an ethical culture should also be important
for JSE-listed financial institutions, since a listing requirement is the management of
ethics in accordance with King IV.

This study determined the suitability of an instrument that measures ethical culture
in a company in the South African context by means of a case study. A comprehensive
online survey was conducted to obtain responses using Kaptein’s (2008) CEV model
questionnaire. Although the CFA only confirmed one construct that fits the model
(virtue of supportability), the EFA results confirmed the underlying structure of all of
the constructs. The Cronbach alpha coefficients for the eight constructs ranged between
0.728 and 0.938, which was above the acceptable 0.7 minimum value. Hence, within this
context, it indicates that, for example, the items measuring the personal dimension within
clarity, collectively measure this particular subclassification of the virtue of clarity.

Results from the CFA and EFA highlighted that five constructs are unidimensional, and
agree with the virtues identified by Kaptein. However, three constructs (clarity, feasibility
and transparency) were not unidimensional, and like the virtue of congruence, can be
divided into two subdimensions (or two parts). These constructs could meaningfully be
interpreted as such: clarity has two factors, namely the personal and relational level.
Feasibility has two factors, namely conflict at an individual level and conflict at the
organisational level. Transparency has two factors, namely the visibility of conduct
towards others and the management of visibility.

The reasons for these differences could be due to the new context (or environment — the
company, country, and industry, and the nature of the countries) and demographics of
the sample that differ from study to study. In addition, South Africa has a very diverse
population (Irwin, 2011), making the context different from that of the studies done by
Kaptein (2008) and Huhtala et al. (2011).

Although not the focus of this study, the survey instrument (in the CEV model) gave an
indication of the participating company’s ethical culture (see Van Wyk & Badenhorst-
Weiss, 2017). The participating company’s ethical culture was “overwhelmingly positive”.
It was possible to determine areas of improvement (by means of description statistics,
using mean and median values), as well as identifying significant differences in perceptions
between managers and non-managers (by means of inferential statistics, using a two
tailed t-test). Areas for improvement include, for example, attending to the workload
of employees and rewarding staff for integrity. These findings could assist managers to
pinpoint areas in their ethical culture that need strengthening (either through training,
or review of policy or updating the ethical codes of conduct).

/. Limitations and recommendations for future research

The first limitation to this research study is that it is limited to one company. The case
study method was followed due to a lack of willingness of companies to participate in
a study investigating the sensitive matter of ethics. In addition, a low response rate was
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obtained in the company that participated in the study. One of the reasons might be the
workload of the targeted respondents and the comprehensive questionnaire that could
have deterred the population from participating. In hindsight, perhaps it would have
been better to use the more streamlined version of the CEV model, developed by DeBode
et al. (2013) in the United States of America, referred to as ‘CEVMS-FS’.

Another limitation is that the study was conducted in one part (region) of one large
company. The findings can therefore not be generalised for the company as a whole, and
are definitely not a reflection of the situation of the whole industry. A representative
sample to test the validity of the CEV model would be to conduct surveys with larger
samples across the insurance sector, the broader financial sector and in other industries.

Another limitation of this study is that biographical details were not obtained from
the respondents. They only had to indicate if they were managers or non-managers.
This made it impossible to determine relationships, correlations and make conclusions
based in biographical detail. Additional research could determine if the biographical
details of participants have an effect on the findings. In addition, other newly developed
measurement tools (to measure the ethical culture) in the South African context can be
identified, compared and tested.

Future research in the application of the CEV model can conduct multi-analyses
to determine the reasons for subdivisions in the different underlying structures for
managers and non-managers.

8. Conclusions

The purpose of this study was to measure the validity and reliability of the CEV model
within a South African context, namely in one JSE-listed insurance company. The CEV
model of Kaptein (2008), which has been used in other research studies, was selected for
this study. This study demonstrated the efficacy of the CEV model in the context of this
one insurance company listed on the JSE.

Although the contribution for this study is, due to its serious limitations, modest, it is a
first attempt to measure ethical culture in South African organisations. Extending this
study to other companies and collecting more data will increase the theoretical value of
the study.

Within the context of the mentioned limitations the conclusion could be made that
models developed in business studies cannot be universally applied without adapting
them for specific or local circumstances. A practical contribution is that the findings of
the study gave the participating insurance company a tool to measure their corporate
ethics culture, something that was never done before. Through this adopted measurement
tool, the insurance company can determine the status of their ethical culture, as well
as identify possible areas for improvements. As indicated previously, this study made a
modest contribution, but can serve as a first step towards the use and development of
measurement instruments for ethical culture in South African organisations.
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Ethical conduct should be ingrained in the culture of the organisation — and it should
be measured. The study found that the CEV model’s survey instrument is a suitable
measurement to assess corporate ethical culture within a company in the South African
context in which it was applied. However, it was found that the construct of the virtue of
feasibility had to be reverse scored when descriptive and inferential statistical analyses
were employed. A similar finding was made by DeBode et al. (2013). In addition, five
dimensions were unidimensional (namely, they agree with the virtues identified by
Kaptein). Three virtues were not unidimensional and have subdimensions, compared to
the findings of Kaptein (2008) and Huhtala et al. (2011). These findings (the differences
over context) also indicate that an existing and tested instrument cannot merely be
universally applied in all organisations, industries and countries without determining its
suitability in a particular context.
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Participants had the opportunity to decline and/or withdraw their consent to participate
in this research at any stage during the time the study was conducted. If a participant
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Appendix 1. Statements measuring the eight individual constructs

1. Virtue of clarity

11 The organisation makes it sufficiently clear to me how | should conduct myself appropriately
towardss others in the organisation.

1.2 The organisation makes it sufficiently clear to me how | should obtain proper authorisations.

1.3 The organisation makes it sufficiently clear to me how | should use organisational equipment
responsibly.

1.4  The organisation makes it sufficiently clear to me how | should use my working hours responsibly.

1.5  The organisation makes it sufficiently clear to me how | should handle money and other financial
assets of the organisation responsibly.

1.6 The organisation makes it sufficiently clear to me how | should deal with conflicts of interests and
side-line activities responsibly.

17  The organisation makes it sufficiently clear to me how | should deal with confidential information
responsibly.

1.8 The organisation makes it sufficiently clear to me how | should deal with external persons and
organisations responsibly.

1.9  The organisation makes it sufficiently clear to me how | should deal with environmental issues in
a responsible way.

110 In my immediate working environment, it is sufficiently clear how we are expected to conduct
ourselves in a responsible way.

2. Virtue of congruency (Part A) — Supervisors/line managers

21 My supervisor sets a good example in terms of ethical behaviour.

2.2 My supervisor communicates the importance of ethics and integrity clearly and convincingly.

2.3 My supervisor would never authorise unethical or illegal conduct to meet business goals.

2.4 My supervisor does as he/she says.

2.5 My supervisor fulfils his/her responsibilities.

2.6 My supervisor is honest and reliable.

3. Virtue of congruency (Part B) — Manager/head of division/department

31 The conduct of the board and (senior) management reflects a shared set of norms and values.

3.2 The board and (senior) management set a good example in terms of ethical behaviour.

3.3 The board and (senior) management communicate the importance of ethics and integrity clearly
and convincingly.

3.4 The board and (senior) management would never authorise unethical or illegal conduct to meet
business goals.
Virtue of feasibility (all items were reverse scored in accordance with Kaptein, 2008)

41 In my immediate working environment, | am sometimes asked to do things that conflict with
my conscience.

4.2 In order to be successful in my organisation, | sometimes have to sacrifice my personal norms
and values.

4.3 | have insufficient time at my disposal to carry out my tasks responsibly.

4.4 | have insufficient information at my disposal to carry out my tasks responsibly.

45 | have inadequate resources at my disposal to carry out my tasks responsibly.

46 Inmy job, | am sometimes put under pressure to break the rules.
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Virtue of supportability

51 In my immediate working environment, everyone is totally committed to the (stipulated) norms and
values of the organisation.

5.2 In my immediate working environment, an atmosphere of mutual trust prevails.

5.3 In myimmediate working environment, everyone has the best interests of the organisation
at heart.

5.4 In my immediate working environment, a mutual relationship of trust prevails between
non-managers and management.

5.5 In my immediate working environment, everyone takes the existing norms and standards seriously.

5.6 In my immediate working environment, everyone treats one another with respect.

6. Virtue of transparency

6.1 If a colleague does something which is not permitted, my manager will find out about it.

6.2 If a colleague does something which is not permitted, | or another colleague will find out about it.

6.3 If my manager does something which is not permitted, someone in the organisation will find out
about it.

6.4 If | criticise other people’s behaviour, | will receive feedback on any action taken as a result of
my criticism.

6.5 In my immediate working environment, there is adequate awareness of potential violations and
incidents in the organisation.

6.6 In my immediate working environment, adequate checks are carried out to detect violations and
unethical conduct.

6.7 Management is aware of the types of incidents and unethical conduct that occur in my immediate
working environment.

7. Virtue of discussability

71 In my immediate working environment, reports of unethical conduct are handled with caution.

7.2 In my immediate working environment, | have the opportunity to express my opinion.

7.3 In my immediate working environment, there is adequate scope to discuss unethical conduct.

74  In my immediate working environment, reports of unethical conduct are taken seriously.

75 In my immediate working environment, there is adequate scope to discuss personal moral
dilemmas.

76 In my immediate working environment, there is adequate scope to report unethical conduct.

77  In my immediate working environment, there is ample opportunity for discussing moral dilemmas.

7.8 If someone is called to account for his/her conduct, it is done in a respectful manner.

7.9 In my immediate working environment, there is adequate scope to correct unethical conduct.

710 If reported unethical conduct in my immediate working environment does not receive adequate

attention, there is sufficient opportunity to raise the matter elsewhere in the organisation.
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8. Virtue of sanctionability

81  In my immediate working environment, people are accountable for their actions.

8.2 In my immediate working environment, ethical conduct is valued highly.

8.3 In my immediate working environment, only people with integrity are considered for promotion.

8.4 If necessary, my manager will be disciplined if he/she behaves unethically.

8.5 The people that are successful in my immediate working environment stick to the norms and
standards of the organisation.

8.6 In my immediate working environment, ethical conduct is rewarded.

8.7 In my immediate working environment, non-managers will be disciplined if they behave unethically.

8.8 If I report unethical conduct to management, | believe those involved would be disciplined fairly
regardless of their position.

8.9 In my immediate working environment, non-managers who conduct themselves with integrity
stand a greater chance of receiving a positive performance appraisal than non-managers who
conduct themselves without integrity.
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Abstract

Distributive justice is associated with the perceptions of
an individual of the presence of equity and fairness in an
organisation and how employees compare their expectations
to the actual outcome. The primary objective of this article is
to critically assess distributive justice within the South African
financial services industry. A quantitative research design was
employed. Non-probability sampling was used and 436 usable
questionnaires were returned. The empirical results revealed
that trustworthiness of management, extrinsic
and organisational climate have a positive influence on

rewards

distributive justice, while employee engagement and two-way
communication were found to have no significant influence
on distributive justice. Furthermore, distributive justice had a
positive influence on organisational citizenship behaviour and
reputable employee retention in the financial services industry.

1. Introduction

Organisational justice has captured the attention of scholars
in recent years (see, for example, Gomes, Mellahi, Sahadev &
Harvey, 2017:582; Lather & Kaur, 2017). Most organisational
justice literature identifies three types or dimensions of
organisational justice namely, procedural, distributive and
interactional justice (see, for example, Greenberg & Baron,
2008:45; Sjahruddin, Sudiro & Normijati, 2013:138; Yean &
Yusof, 2016). The focus of this article will only be on distributive
justice in the financial services industry. It is associated
with the perceptions and reactions of an individual to the
presence of fairness in an organisation and captures what
that individual feels or evaluates to be morally correct rather

African Journal of Business Ethics,Vol.13 No.1, July 2019, 37-61 37



than viewing it as something prescriptive (Whiteside, 2015:2). Although Ledimo (2015:27)
argues that measuring organisational justice in a South African context is a concern,
as the concept is multi-dimensional and there is no comprehensive definition, limited
research was found on distributive justice, specifically in the financial services industry.
Kim and Park (2017) are also of the opinion that research on organisational justice
found that employee perceptions about justice are related to various organisational
outcomes (e.g. job satisfaction, trust, organisational commitment, and organisational
citizenship behaviours).

The South African financial services industry is one of the fastest-growing industries
and the largest contributor to GDP with a contribution of 20% (StatsSA, 2017). However,
scandals in recent years exposed a number of weaknesses in financial systems
characterised by many illegal or unethical activities that came at an enormous cost to
society and resulted in a significant loss of public trust in financial services as a whole
(Bikhani, 2017:19). Crawshaw, Cropanzano, Bell and Nadisic (2013:885) further argue
that a significant growth in theoretical and empirical research has begun to integrate
how ethics might influence the administration of justice or fairness or how experiences
of (in)justice motivate ethical or unethical behaviours.

In addition, since the financial services industry is composed of a diverse group
of employees, several characteristics of financial services, as compared to other
organisational behaviour settings, suggest the need to examine organisational justice in
this context (Butt & Atif, 2015:36). Against this background, this study will thus focus
on the nature, extent and impact of organisational justice, with specific reference to
distributive justice within the financial services industry in South Africa.

2. Problem statement

Shah, Anwar and Irani (2017:240) postulate that a feature of the global economic and
financial crisis has been that many organisations were faced with the hurdle of downsizing
and occasional collapse as a result of unethical behaviour by some of their employees.
Buys and Van Niekerk (2014:110) postulate that the financial services industry plays a
critical role in the economic development and growth of the country, yet the problem
within the industry is that managers and employees are not fully conversant with
what constitutes organisational justice and injustice, which creates an environment of
misunderstanding that is not conducive for effective work relations. Lown, Osler, Strahan
and Sufi (2000) are also of the opinion that managers and supervisors in the financial
services industry often create a platform of favouritism and employees display negative
attitudes towards their job and the organisation. These perceived injustices such as
favouritism, nepotism, unfair dismissal and tokenism create a situation where employees
perceive themselves as being unjustly treated. Furthermore, other perceived injustices,
which can be clearly attributed to a distributive unjust organisation, are propelled by a
situation where employees with the same job and responsibilities are paid and rewarded
unequally. This could create tension amongst workers. These employees often retaliate
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by displaying negative attitudes (Botha, 2015:34). According to Wan (2017), perceptions
of organisational justice are widely recognised as an influential factor in employee
attitudes and behaviours in the workplace.

Rupp, Wright, Aryee and Luo (2015:15) concur that values and norms about what is
considered fair and ethical underlie how individuals perceive and evaluate the behaviours
and decisions of others, and also drive the reactions (or sanctions) against those who violate
them. Although three main types of organisational justice are identified in the literature
(see, for example, Srivastava, 2015:666; Cropanzano, Bowen & Gilliland, 2007:34), namely
distributive, procedural and interactional justice, this article focuses only on distributive
justice. This led to the following main research question to be addressed in this study:
What is the nature and extent of organisational justice, with specific reference to distributive
justice, within the financial services industry in South Africa?

3.  Research objectives

The primary objective of this article is to analyse the perceptions regarding distributive
justice within the South African financial services industry. The secondary research
objectives are identified as:

« To critically review the literature pertaining to distributive justice;
« To identify the factors that could impact on distributive justice;

« Toempirically assess the views of employees and managers with regard to distributive
justice in the South African financial services industry; and

« To provide guidelines in terms of how distributive justice can be effectively
implemented and improved in the South African financial services industry.

4.  Theoretical overview of organisational justice

4] Clarification of key concepts

Moliner, Cropanzano and Martinez-Tur (2017) state that organisational justice refers to
how an employee judges the behaviour of the organisation and the employees’ resulting
attitudes and behaviour towards perceived fairness. It refers to employees’ perceptions
of the fairness of decision-making and decision-making processes and the influences of
these perceptions on workplace behaviour (Colquitt & Zipay, 2015). Muchinsky (2003:314)
further explains that organisational justice concerns itself with the fair treatment of people
within organisations. It can be regarded as a limited form of social justice that can be
defined as fair and proper administration of laws that conform to the natural law that all
persons should be treated without prejudice, irrespective of factors such as ethnic origin,
gender, possession, race and religion, amongst others. Fairness can be questioned both in
the processes followed as well as in decisions being made. Organisational justice could be
divided into three distinct dimensions, namely, distributive, procedural and interactional
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justice, which is further divided into interpersonal and informational justice (Greenberg
& Baron, 2008:44). This article will focus only on distributive organisational justice.

4.1.1 Distributive justice

Distributive justice is primarily concerned with how the outcomes of the organisation are
divulged in terms of creating fairness (Maiese, 2013:51). It thus relates to the degree to
which decisions by managers are perceived as fair in terms of distribution and allocation
of outcomes, for example, promotions and salaries. It also relates to the degree to which
managerial decisions allocate rewards in an equitable and fair manner to employees
(Lamont, 2017). Distributive justice focuses on people’s belief that they have received a
fair amount of pay and recognition in relation to exerted effort which could have a great
impact on employees’ work satisfaction and motivation levels when equal pay is justly
distributed.

4.1.2 Procedural justice

Procedural justice refers to the means by which outcomes are allocated but not
specifically to the outcomes themselves, by establishing certain principles specifying
and governing the role of participants during the decision-making process (Niehoff
& Moorman, 2010:356). Procedural justice thus refers to the degree of fairness that is
exercised during the process of making decisions or creating procedures, and relates to
perceptions that affect employees and the degree to which fair methods and guidelines
are used when allocation decisions are made (Drahos, 2017:46). Procedural justice and
employees’ perceptions of fairness of the procedures can be improved if employees are
afforded an opportunity to voice their views in the decision-making process.

4.1.3 Interactional justice

Rani, Garg and Rastogi (2012:185) state that interactional justice focuses on how
employees are treated during the decision-making process and thus the quality of the
interpersonal interaction between the employees and the employers in an organisation.
According to Ololube (2016:432), there are two aspects of interactional justice. The first
part is called informational justice and refers to whether one is truthful and provides
adequate justifications when things go wrong. The second part is called interpersonal
justice and refers to the respect and dignity with which one treats others.

4.2  Evolution of distributive justice movement

The distributive justice movement emanated and can be traced back to the 1950s and is
primarily concerned with equity in the allocation of resources. The matter of distributive
justice, which concerns itself with the allocation of resources, has been a major concern
for social scientists for decades (Lather & Kaur, 2015:7-25).

Attention to social comparison was created whereby people’s responses were seen
as primarily dependent upon the comparison with the outcomes of others against
whom people judge themselves and less on the absolute levels of their own outcomes
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(Festinger, 1954:120). Distributive justice was perceived as that of establishing the
importance of social comparison processes in judging satisfaction with outcomes.

The social exchange process emanated from Homans (1961) and is defined as the process
by which one person acts in accordance with the reaction of another. It is envisaged that
individuals involved in the social exchange processes and relationships have perceptions
regarding the possibility that one party may be getting more benefit from the exchange
compared to the other one. Distributive injustice arises when the returns are less than
the investment, which results in resentment, anger and bitterness.

The equity theory, developed in 1963 by Adams, also played an important role in
contributing to the organisational justice concept. Equity theory focuses on determining
whether the distribution of resources is fair to both relational partners. Equity is measured
by comparing the ratio of contributions (or costs) and benefits (or rewards) for each
person. It was envisaged that people relate their outcomes to the corresponding ratios of
other people (Hatfield, Salmon & Rapson, 2011:101). In advocating the uses of alternative
allocation norms, Leventhal, Karuza and Fry (1980) significantly broadened the scope
and definition of distributive justice. This means that fair outcomes are determined and
result in allocation norms that benefit the achievement of key goals. It is therefore clearly
described that the acknowledgements of allocation decisions should be described more
accurately amongst the multiple allocation norms.

4.5 Perspectives on distributive justice

Distributive justice is a concept that addresses the ownership of goods in a society. It
assumes that there is a large amount of fairness in the distribution of goods. Equal work
should provide individuals with an equal outcome in terms of goods acquired or the
ability to acquire goods. Distributive justice is absent and unfairness is perceived when
equal work does not produce equal outcomes or when an individual or a group acquires a
disproportionate amount of goods (Dutton & Ragins, 2017). The definition of distributive
justice shows that there are three principles involved as indicated below.

4.3.1 Equality

Equality ensures that every member of society has a basic number of goods regardless
of how much work they have done or executed in terms of realising organisational
goals (Thompson, 2018:5). According to O’Brien (2017:6), equality affects two areas
of distributive justice, namely opportunities and outcomes. Equality of opportunity
is found when all members of a society are allowed to participate in acquiring goods.
However, equality of outcome is more relative and does not guarantee that all members
of a society will receive the same number of goods. It does guarantee that equal work will
produce an equal amount of goods.

4.3.2 Proportionality

Proportionality is similar to the equality of outcome. It is based on the idea that equal
work produces equal outcomes. It is found more often in relative circumstances. If two
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workers performed the exact same job for the exact same length of time (with a similar
amount of experience), then, if distributive justice is at play, both workers will be able to
acquire the same amount of goods (Haydin, 2018).

4.3.3 Fairness

Fairness is defined as just and reasonable treatment in accordance with accepted rules
or principles. Treating all people equally and applying reasonable punishments only
when rules are broken, is an example of fairness (Resher, 2018). Carter, Mossholder and
Harris (2018), state that fairness in the workplace is about respecting, and advancing, the
human rights of all employees. Businesses can only flourish in societies in which human
rights are respected, advanced and upheld.

Cropanzano and Ambrose (2001:135) propose that the employee will compare his or her
expectations to the actual outcomes to exercise judgement. Employees will feel that
the outcome was fair if his or her expectations have been met or exceeded. Yet, when
expectations have been violated and the outcomes fall short of what was anticipated
he/she will experience a sense of injustice. Procedures in which people are treated
differently are usually considered unfair. Muchinsky (2003:316) warns that these types
of disagreements on what is fair or unfair are not uncommon. The organisation should
typically seek to gain consensus regarding which rule is the fairest to follow when
distributing rewards. Perceptions of fairness play an important role in an employee’s
decisions to co-operate. Anik, Aknin, Norton and Dunn (2009) state that perceptions
are formed whether the procedure and the distribution process are fair or not. The
manner in which the distribution is made and the final outcome is evaluated by the
individual. Socio-emotional benefits are symbolic and are concerned with an individual’s
identification, standing and status within a group.

5. Proposed hypothetical model and hypotheses of
the study

The hypothetical model of this study was based on three previous studies and models of
organisational justice namely, Lavelle, Rupp and Brockner (2007); Kang’s model (2007)
and Rupp’s model (2011).

Lavelle et al. (2007:852) developed a multi-foci approach to justice, social exchange
and citizenship behaviour and opine that employees use multiple parties to create
perceptions of organisational justice. These assessments will impact on the level of social
exchange between the employee and a particular party and are more likely to reciprocate
feelings of justice and social exchange by directing their attitude and behaviours to the
focal party. Distributive justice is embedded in the model for social exchange, which
can affect relationships and effectively predict organisationally-directed outcomes and
organisational identification.
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Kang’s (2007:90) organisational justice model postulates that employee justice
perceptions are a predictor of their motivation to participate in training (Konovsky &
Cropanzano, 1993:701). Perceptions of employees’ justice are perceived as benefits
of training that affect employee motivation to participate in training activities.
Organisational justice can effectively predetermine the willingness of employees to
effectively participate in training programmes.

Rupp’s (2011:81) justice process model postulates that employees are confronted with
work-related events on a daily basis. The experience of these events creates various
psychological processes. The formation of justice judgements and holding others
accountable for unjust acts and development of relationships is critical for those
parties that are accountable for justice-related events and development of employees’
subsequent attitudinal and behavioural responses. The proposed hypothetical model
of this study, representing the various relationships or factors influencing distributive
justice in the South African financial services industry and the perceived outcomes, is
depicted in Figure 1.

Trustworthiness of 1
HO
management Organisational
citizenship
Employee engagement: behaviour
e Decision-making
« Expression of opinions [ HO0?
e Job development HO7
e Concern for well-being
Distributive
Reward system: HO? justice in Ethical
e Extrinsic rewards > flnar!mal — Ica
e Intrinsic rewards services Ho8 behaviour
industry in
SA
4
Organisational HO
transparency
HO’ HO®
Two-way communication
Employee
retention

Organisational climate Ho®

Figure 1: Proposed hypothetical model
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The following null-hypotheses are to be addressed in this article.

a) First set of hypotheses: Relationships between the independent variables and
the mediating variable

. HO":

. HO%

« HO*

o HO*

« HO:

« HO

Trustworthiness of management does not influence distributive justice in the
financial services industry.

Employee engagement (as measured by involvement in decision-making,
expression of opinions, job development and concern for well-being) does
not influence distributive justice in the financial services industry.

Reward systems (as measured by extrinsic and intrinsic rewards) do not
influence distributive justice in the financial services industry.

Organisational transparency does not influence distributive justice in the
financial services industry.

Two-way communication does not influence distributive justice in the financial
services industry.

Organisational climate (as measured by supervisory style and organisational
support) does not influence distributive justice in the financial services
industry.

b) Second set of hypotheses: Relationships between the mediating variable and
the dependent variables (outcomes)

« HO™

« Ho%

« HO%

Distributive justice does not influence organisational citizenship behaviour in
the financial services industry.

Distributive justice does not influence ethical behaviour in the financial
services industry.

Distributive justice does not influence employee retention in the financial
services industry.

6. Operationalisation of study variables and scale development

Table 1 outlines the operationalisation of the study variables used in the conceptual
model and the scale development of the measuring instrument.

Table 1: Operationalisation of study variables and scale development of measuring instrument

Operationalisation of factors !‘lo. of Authors/Sources
items
Trustworthiness refers to the propensity to 5 Cropanzano et al. (2007);
become vulnerable with respect to another Haliru & Mokhtar (2015);
party. A socially confirmed expectation to deal Rawlins (2008);
with all pertinent issues and strategic goals. Reiche, Cardona, Lee & Canela (2014);
Roy, Devlin & Sekhon (2015)
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Operationalisation of factors

No. of

Authors/Sources

workplace and employees’ perceptions of
fairness in decision-making and processes
which influence the workplace behaviour.

items
Employee engagement refers to the mutual 12 Al-Tit & Hunitie (2015);
commitment between employers and Lavelle et al. (2007);
employees to do things to help one another Markos & Sridevi (2010);
to achieve goals and aspirations. Pettigrew (2014)
Reward system refers to all monetary and 10 Kang (2007);
non-monetary compensation and incentives Khan, Shalid, Nawab & Wali (2013);
provided by the firm to employees in return Rubina, Umar & Fahad (2013);
for their contributions in terms of their physical Snelgar, Renard & Venter (2013);
and mental effort. This includes extrinsic and Yasmeen, Farooq & Asghar (2013:938)
intrinsic rewards.
Organisational transparency can be defined 5 Rupp (2011);
as an ability to divulge information to its Schnakenberg & Tomlinson (2016);
employees in order to create an effective Sturges (2007)
understanding between the organisation and
its employees.
Two-way communication refers to sending 5 Lavelle et al. (2007);
the message and feedback between the Morsing & Schultz (2006);
sender and the receiver by employing tools Taran & Gachter (2012);
of persuasion and negotiation. Versosa & Garcia (2009)
Organisational climate refers to conditions 5 Cojocaru & Stoican (2010);
within an organisation as viewed by its Cooper, Cartwight & Earley (2001);
employees and usually describes practices Kang (2007);
involved in communication, conflict, leadership Lavelle et al. (2007);
and rewards. Martins & Von der Ohe (2003);
Noordin, Omar, Sehan & Idrus (2010);
Rhoades & Eisenberger (2002);
Rupp (2011:81);
Schneider, Erhart & Macey (2013)
Organisational citizenship behaviour 5 Crawshaw et al. (2013);
describes an employee’s commitment within Konovsky & Pugh (1994);
an organisation that is not part of his or her Lavelle et al. (2007);
contractual tasks and is usually discretionary Mooroman (1991);
in nature. Organ, Podsakoff & Mackenzie (2006);
Podsakoff & Mackenzie (2012)
Ethical behaviour refers to acting in ways 5 De Cremer, Mayer & Schminke (2010);
consistent with what society and individuals Rupp (2011);
typically think are good values and moral Trevifio, Butterfield & MacCabe (2001);
principles that include honesty, fairness, Trevino, Weaver & Reynolds (2006)
equality, dignity, diversity and individual rights.
Employee retention refers to a voluntary move 5 Hausknecht, Rodda & Howard (2009);
by an organisation to create an environment Nwokocha & Iheriohanma (2012);
which engages the employee for the long Rupp (2011);
term with the purpose of preventing loss of Samuel & Chipunza (2009);
competent employees from the organisation. Smit & Cronje (2002);
Veloso et al. (2014)
Distributive justice refers to the role in the 5 Colquitt & Rodell (2011);

Cropanzano & Ambrose (2001);
Cropanzano & Greenberg (1997);
Kang (2007);

Niehoff & Moorman (2010)
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/. Research design and methodology

71 Research paradigm

The positivistic research paradigm is employed in this study and quantitative data are
collected. Aspects of the social world and social phenomena are measured using a large
set of data and statistical analysis.

7.2 Research approach

Given the nature of the study, the research approaches followed in this study are
exploratory and descriptive in nature. The aim is to explore a relatively new area and
describe respondents’ perceptions regarding organisational justice in the South African
financial services industry.

7.3 Population and sampling

The population of this study comprised all the financial services firms such as banking,
insurance and financial accounting and auditing firms operating in South Africa within
the four provinces of the Eastern Cape, Western Cape, Gauteng and KwaZulu-Natal. For
the purposes of this study, a non-probability sampling technique is used, specifically
convenience and judgemental sampling. The study aimed to gather responses from
800 employees of financial services firms from the four selected provinces in South
Africa. Fieldworkers were instructed to obtain more or less an even amount of responses
from employees and managers from banking, insurance and accounting and auditing
firms within these four designated provinces. As these type of firms are mainly located in
larger cities, Johannesburg, Pretoria, Cape Town, Port Elizabeth, Grahamstown, Durban
and Bloemfontein were mainly targeted.

7.4 Data collection

According to Neuman (2003:160), data collection can be defined as the empirical evidence
orinformation that one carefully gathers based on certain rules and procedures. Secondary
data is composed of existing literature on organisational justice which forms the basis
for the conceptual framework, upon which the frame of reference of the study was built.
Secondary data sources for the literature review were obtained through conducting
international and national data searches,through the use of journal articles, textbooks
and the internet. The primary data for this study was obtained using the survey method
by means of self-administered structured questionnaires. In this regard, the aim was
to target 800 employees in financial services firms (200 employees from Eastern Cape,
KwaZulu-Natal, Gauteng and Western Cape). A total of 436 usable questionnaires were
obtained (effective response rate of 54%). Ethical clearance was obtained before the
empirical study was conducted.
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7.5 Questionnaire design

Questionnaires usually consist of a combination of factual and opinion-related questions.
Self-administered structured questionnaires with closed-ended questions were used. The
statements or questionnaire items were developed from existing scales and based on
literature, as indicated in Table 1. A few items were self-developed by the researchers.
The questionnaire consisted of four sections:

« Section Ainvestigated the role of the independent variables (six factors) on distributive
justice, using a seven-point ordinal Likert-type scale.

« Section B analysed perceptions regarding distributive justice in the South African
financial services firms according to a seven-point Likert scale.

« Section C analysed the impact of distributive justice on the dependent variables (three
outcomes) using a seven-point ordinal Likert-type scale.

« Section D solicited the background information of the respondents (e.g. gender, age,
ethnic group, educational background etc.), using nominal scale questions.

7.6 Data analysis

Data collected was transferred to an Excel spread sheet and analysed by means of the
Statistica computer programme. Various statistical methods were used in this study.
Descriptive statistics through measures of central tendency (mean) and dispersion
(standard deviation) were used. Frequency distributions expressed as percentages were
presented in the form of tables. Cronbach’s alpha coefficients were used to assess the
internal reliability of the study variables (cut-off point 0.80). Both face and content
validity were assessed through a pilot study, expert judgement (management, ethics and
statistical experts) and a thorough literature study. Exploratory factor analysis was used
to assess construct validity. A cut-off point of 0.5 was used and at least three items
should load per factor to be regarded as acceptable. Regression analysis was used to test
relationships between the dependent and independent variables and to test the stated
null-hypotheses of the study.

8.  Empirical results

8. Demographical profile of respondents

The demographical profile of the respondents of the study is depicted in Table 2. For the
purpose of this study, nine categorical or demographical variables were used. As this
article forms part of a bigger study and organisational justice is a contemporary issue,
it was deemed necessary to include these demographical variables to reflect diversity in
the workplace.
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Table 2: Demographical profile of respondents

Demographics Range %
Age Less than 20 1
21-30 34
31-40 36
41-50 16
51-60 3
Gender Female 58
Male 42
Ethnic classification African 60
Coloured 19
Indian 8
White 12
Other 1
Highest qualification Grade 11 and lower 2
Grade 12 21
Diploma or N-certificate 28
Bachelor’s degree 28
Postgraduate degree/diploma 21
Other 0
Position in the organisation CEO/owner
Manager/supervisor 17
Employee 64
Professional 10
Other 7
Length of current employment (years) 1-5 35
6-10 25
11-15 26
16-20 1
Above 21 g
Employment size of organisation Small (less than 50) 19
Medium (51-199) 52
Large (200+) 28
Years in existence of organisation 1-5 years 23
6-10 years 28
11-15 years 21
16 years + 27
Types of financial services industry Banking 24
Insurance 36
Accounting /auditing 35
Other 5
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8.2  Exploratory factor analysis results

Exploratory factor loadings are depicted in Table 3. Overall factor analysis results
regarding perceptions of employees about the independent variables, organisational
justice and the dependent variables (outcomes) are presented. The focus of this article
will, however, only be distributive justice. Factor loadings of greater than 0.50 were
considered. The items refer to statements in the questionnaire that have loaded onto
each variable.

Table 3: Empirical factor structure

Latent variables/Factors Items Mlnlr.num Maanum
loadings loadings

Trustworthiness of management (TM) ™M1, TM2, TM3, TM4, TM5 0.727291 0.858662

Employee engagement (EE) DM2, DM3, EO1, EO2, EO3, JD1, | 0.516432 0.741926
JD2, JD3

Extrinsic rewards (EXT) EXT1, EXT2, EXT3, EXT4, CW1, 0.525848 | 0.717334
CW2, CW3

Intrinsic rewards (INT) INT1, INT2, INT3, INT4, INT5 0.530590 | 0.673112

Organisational transparency (OT) OT1, OT2, OT3, OT4, OT5, TWC1, | 0.563910 | 0.702738
TWC2

Organisational climate (OC) SS1, SS2, SS3, SS4, SS5, OS1, 0.506946 | 0.787994
0S2, 0S3, 0S4, OS5, TWC3,
TWC4, TWC5

Procedural- interactional justice (P1J) PJ1, PJ2, PJ3, PJ4, PJ5, 1U1, 1J2, 0.632194 0.772651
1J3, 1J4, 1J5

Distributive justice (DJ) DJ1, DJ2, DJ3, DJ4, DJ5 0.637878 | 0.770535

Organisational citizenship behaviour (OCB) | OCB1, OCB2, OCB3, OCBA4, 0.636218 | 0.885768
OCB5

Reputable employee retention (RER) EB1, EB2, EB3, EB4, EBS5, ER1, 0.562053 | 0.793370
ER2, ER3, ER4, ER5

In Table 3, the first exploratory factor analysis conducted reveals that six independent
(latent) variables could be identified, namely trustworthiness of management (TM),
employeeengagement (EE), extrinsic rewards (EXT), intrinsicrewards (INT), organisational
transparency (OT) and organisational climate (OC). From the initial hypothetical model,
rewards system loaded as two separate factors and two-way communication loaded onto
organisational climate. Items which did not load to a significant extent (p<0.05) were
deleted and not used in subsequent analyses.

Table 3 further indicates that the respondents perceived organisational justice as a
two-dimensional construct. All five items (PJ1, PJ2, PJ3, PJ4 and PJ5), which were meant to
measure procedural justice and items which were meant to measure interactional justice
(1J1, 1J2, 1)3, 1)4 and 1J5) loaded onto one factor and are termed procedural-interactional
justice (P1)). All five items (DJ1, DJ2, DJ3, DJ4 and DJ5) intended to measure distributive
justice loaded on a single factor (focus of this article). This implies that respondents
view organisational justice as a two-dimensional concept. All five items (EB1, EB2, EB3,
EB4 and EB5) which were meant to measure ethical behaviour and all five items which
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were meant to measure employee retention loaded and combined onto another factor
and are termed ‘Reputable employee retention’. All five items (OCB1, OCB2, OCB3, OCB4
and OCB5) loaded onto a single factor, namely organisational citizenship behaviour.
New variables were formed as a result of the discriminant validity assessment with the
exploratory factor analysis, thus the original theoretical model had to be adapted.

8.3  Reliability of the measuring instrument
Table 4 shows the Cronbach’s alpha values of the latent variables.

Table 4: Cronbach’s alpha coefficient of latent variables

Latent variables/Factors Items :a:ruheas
Trustworthiness of management (TM) TM1, TM2, TM3, TM4, TM5 0.92
Employee engagement (EE) DM2, DM3, EO1, EO2, EO3, JD1, JD2, JD3 0.90
Extrinsic rewards (EXT) EXT1, EXT2, EXT3, EXT4, CW1, CW2, CW3 0.90
Intrinsic rewards (INT) INT1, INT2, INT3, INT4, INT5 0.88
Organisational transparency (OT) OT1, OT2, OT3, OT4, OT5, TWC1, TWC2 0.91
Organisational climate (OC) SS1, SS2, SS3, SS4, SS5, 0S1, 0S2, 0OS3, 0S4, OS5, | 0.95
TWC3, TWC4, TWC5
Distributive justice (DJ) DJ1, DJ2, DJ3, DJ4, DJ5 0.89
Organisational citizenship behaviour (OCB) | OCB1, OCB2, OCB3, OCB4, OCB5 0.85
Reputable employee retention (RER) EB1, EB2, EB3, EB4, EB5, ER1, ER2, ER3, ER4, ER5 0.93

Table 4 indicates the Cronbach’s alpha coefficients of the latent variables based on the
comprehensive exploratory factor analysis. Furthermore, Table 4 summarises the items
which are regarded as measures of individual variables in the theoretical model following
the exploratory factor analyses. The study retains trustworthiness of management (TM),
employee engagement (EE), extrinsic rewards (EXT), intrinsic rewards (INT),
organisational transparency (OT), organisational climate (OC), distributive justice (DJ),
organisational citizenship behaviour (OCB) and reputable employee retention (RER), as
their Cronbach’s alpha values were above the cut-off point. Table 5 indicates that all
Cronbach’s reliability coefficients are above 0.80, which is regarded as acceptable for the
purpose of this study.

8.4  Descriptive statistics

Descriptive statistical analysis involved the calculation of measures of central location
such as the mean, as well as measures of variability such as standard deviations, as
presented in Table 5.

Table 5: Descriptive statistics

Variable Mean Standard deviation
Trustworthiness of management (TM) 513 117
Employee engagement (EE) 5.10 1.02
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Variable Mean Standard deviation
Extrinsic rewards (EXT) 510 114
Intrinsic rewards (INT) 5.23 110
Organisational transparency (OT) 5.25 1.09
Organisational climate (OC) 521 1.03
Distributive justice (DJ) 519 119
Organisational citizenship behaviour (OCB) 5.00 1.29
Reputable employee retention (RER) 5.36 1.03

It appears that the mean values of all the variables cluster around point five (agree
somewhat). Respondents thus agree to a certain extent that these six independent
variables impact on distributive justice and result in these two outcomes (OCB and
reputable employee retention). Reputable employee retention (RER) obtained the
highest mean value and OCB the lowest mean value. It also appears that there is some
variability around the mean scores (all above one). OCB obtained the highest standard
deviations score.

85 Regression analysis

8.5.1 The influence of trustworthiness of management, employee
engagement, extrinsic and intrinsic rewards, organisational
transparency and organisational climate on distributive justice

Table 6 shows the regression analysis results of the influence of the independent variables
on distributive justice in the financial services industry.
Table 6: Regression analysis: The influence of trustworthiness of management, employee

engagement, extrinsic and intrinsic rewards, organisational transparency and
organisational climate on distributive justice

Regression summary for dependent variable:
Distributive justice (DJ)

Parameter | Beta b* | Std Error B Std Error | T-value P-value
Trustworthiness of management (TM) 0.176 0.044 0.180 0.045 3.963 0.001*
Employee engagement (EE) -0.037 0.055 -0.043 0.065 -0.670 0.5032
Extrinsic rewards (EXT) 0.205 0.056 0.213 0.058 3.656 0.001*
Intrinsic rewards (INT) 0.039 0.059 0.043 0.064 0.671 0.5024
Organisational transparency (OT) 0.090 0.062 0.098 0.068 1.452 0147
Organisational climate (OC) 0.336 0.059 0.386 0.067 5.707 0.001*
R=68% R2 = 0.45588017 F =59.905 Std Error of estimate P = 0.88362 p<0.00000
* = p<0.001

Table 6 indicates that trustworthiness of management (b=0.180, p<0.001) is positively
related to distributive justice in the financial services industry. This indicates that
management should make decisions in a fair manner in the organisation. Furthermore,
extrinsic rewards (b=0.213, p<0.001) is positively related to distributive justice in the
financial services industry. This indicates that management should ensure that each
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employee’s status in the hierarchical structure is satisfactory and is within the stage
of their individual career. Table 6 shows that organisational climate as measured by
supervisory style, organisational support and two-way communication (b=0.386, p<0.001)
is positively related to distributive justice in the financial services industry. This indicates
that respondents feel that management should involve employees when decisions that
affect them are made in their organisations. Also, respondents feel that management
should commit themselves towards the career development of the employees.

Table 6 further indicates R? of 0.456 and it explains 46% of variability in the model as
explained by the moderating variable (distributive justice). Employee engagement as
measured by decision-making, expression of opinions and job development (r=-0.037, NS),
intrinsic rewards (r=0.039, NS) and organisational transparency (r=-0.090, NS) do not
exert a significant influence on distributive justice in the financial services industry.

8.5.2 The influence of distributive justice (DJ) on organisational citizenship
behaviour and reputable employee retention (outcomes)

Table 7 shows the regression analysis results of the influence of distributive justice (DJ)
on organisational citizenship behaviour and reputable employee retention in the financial
services industry.

Table 7: Regression analysis: Influence of distributive justice (DJ) on organisational citizenship
behaviour and reputable employee retention

Regression summary for dependent variable:
Organisational citizenship behaviour

Parameter | Beta b* | Std Error B Std Error | T-value P-value
Distributive justice (DJ) 04 0.048 0124 0.052 2.400 0.017*
R=12% R2 =0.01308712 F=5.7551 Std Error of estimate P =1.2869 p<0.05

Regression summary for dependent variable:
Reputable employee retention

Parameter | Beta b* | Std Error B Std Error | T-value P-value
Distributive justice (DJ) 0.613 0.038 0.533 0.033 16.181 0.147
R=61% R2 =0.37628616 F=261.83 Std Error of estimate P = 0.81716 p<0.00000

*=p<0.05 * = 5<0.001

Table 7 shows that the R? of 0.014 indicates that 1% of the variability in the model is
explained by the variable ’Organisational citizenship behaviour’. Although distributive
justice has a positive relationship with OCB (b=0.124, p <0.05), this relationship is weak.
This indicates that distributive justice is effectively practised when employees are more
prepared to work extra time to complete urgent tasks in their jobs. Table 7 also shows
that the R? of 0.376 indicates that 37% of the variability in the model is explained by
the variable ‘Reputable employee retention’. This indicates that distributive justice has a
positive relationship with reputable employee retention (b=0.533, p<0.001). This means
that distributive justice is effectively practised in the financial services industry when
all employees are treated with respect and recognised and rewarded for their integrity
in the organisation. As a result of the formulation of the adapted model, the original
hypotheses had to be reformulated.
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9.  Findings of hypothesised relationships
Table 8 indicates the findings of the hypothesised relationships and renamed hypotheses.

Table 8: Findings of hypothesised relationships

No. of the . . . Accepted/
F f h h h h .

hypotheses irst set of hypothesis and renamed /new hypothesis rejected

HO! Trustworthiness of management does not influence distributive justice in Rejected
the financial services industry.

HO2 Employee engagement (as measured by decision-making, expression of Accepted
opinions and job development) does not influence distributive justice in
the financial services industry.

HO3 Reward systems (as measured by extrinsic and intrinsic rewards) do not
influence organisational justice in the financial services industry.

HO3 Extrinsic rewards do not influence organisational justice related to Rejected
distributive justice in the financial services industry.

HO3-2 Intrinsic rewards do not influence distributive justice in the financial Accepted
services industry.

HOo4 Organisational transparency does not influence distributive justice in the Accepted
financial services industry.

HO5 Two-way communication does not influence distributive justice in the Accepted
financial services industry.

Hoé Organisational climate does not influence distributive justice in the Rejected
financial services industry.

HO7 Distributive justice does not influence organisational citizenship Rejected
behaviour in the financial services industry

Hos8 Distributive justice does not influence ethical behaviour in the financial Accepted
services industry

HO?® Distributive justice does not influence employee retention in the financial Accepted
services industry

HO'0 Distributive justice does not influence reputable employee retention in Rejected
the financial services industry

It is evident from Table 8 that reward systems (H0?) had to be renamed, as respondents
viewed it as a two-dimensional concept of extrinsic and intrinsic rewards. Respondents
also viewed ethical behaviour (H0®) and employee retention (H0°) as one concept and it
was thus renamed as reputable employee retention. This could be visually illustrated by
means of the revised model as indicated in Figure 2.
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Figure 2: Revised hypothetical model

10. Conclusions and managerial implications

The empirical results of this study revealed that trustworthiness of management has a
positive influence on distributive justice, as was also found by Saunders and Thornhill
(2003) and Chory and Hubbell (2008). Respondents of this study viewed remuneration
as a two-dimensional construct, namely extrinsic and intrinsic rewards. However, it
appears that there is only a relationship between extrinsic rewards and distributive
justice and these findings are consistent with Baer, Oldham and Cummings (2003:569)
and Ajmal, Bashir, Abrar, Khan and Saqib (2015:470). The study findings also concur that
organisational climate exerts a significant influence on distributive justice. These results
are consistent with the study of Cooper, Cartwright and Early (2001) and Wayne, Shore,
Bommer and Tetrick (2002).

It further appears that based on the empirical results of this study, employee engagement,
intrinsic rewards and two-way communication have no significant influence on
distributive justice in the financial services industry in South Africa. Furthermore,
the empirical results showed that distributive justice has a positive influence on
organisational citizenship behaviour, as was also supported by Nandan and Azim (2015).
There also appears to be a significant relationship between distributive justice and
reputable employee retention as was also suggested by Coldwell and Perumal (2007).

The empirical findings revealed that employees believe that distributive justice is
effectively practised when their work schedule is fair in accordance with their job
description and they are compensated according to the skills required for their jobs.
This implies that employees believe that distributive justice is properly practised in the
financial services industry when management is making decisions in a fair manner.
Furthermore, employees believe that distributive justice is properly and meaningfully
practised when recognition is based on the merit of each employee’s performance and
when promotion criteria are consistently applied equally to all employees.
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Thus, it is recommended that for distributive justice to be effective in the organisation,
management should:

Ensure that the work schedule of each employee is fair in accordance with individual
job descriptions.

Employ and compensate employees according to the skills required and acquired for
their jobs.

Make decisions, for example, pertaining to allocation and performance of work, in a
fair manner.

Base recognition on the merit of each employee’s performance.
Consistently apply promotion criteria equally to all employees.

Ensure that equality of opportunity is found when all members of a society or an
organisation are allowed to participate in acquiring goods or rewards.

Facilitate that equality of outcomes are more relative and do not guarantee that all
members will receive the same number of goods — guarantee that equal work will
produce an equal amount of goods.

Endorse the principle of proportionality whereby if two workers performed the exact
same job for the exact same length of time (with a similar amount of experience), then
both workers should be able to acquire the same amount of goods or rewards.

Ensure just and reasonable treatment of all employees in accordance with accepted
rules or principles by respecting and advancing the human rights of all employees.
Businesses can only flourish in societies in which human rights are respected,
advanced and upheld.

Table 9 highlights some general guidelines for implementing distributive justice practices,

as suggested by the statements in the measuring instrument. These distributive justice
practices in terms of the independent variables (factors impacting justice) and dependent
variables (outcomes of distributive justice) are linked to the statements or items in the

measuring instrument.

Table 9: General guidelines regarding distributive justice practices

No. ‘ Recommendations regarding:

Influence of trustworthiness on distributive justice: Management should...

1 Ensure that integrity, loyalty and receptivity and value congruence are implemented within the
organisation.

2 | Always fulfil its promises made to all employees.

3 | Deal with employees in an honest and fair manner.

4 | Apply and implement authority with fairness and compassion.

5 | Follow organisational principles and procedures for successful execution of the job.
Influence of extrinsic rewards on distributive justice: Management should...

6 | Reward all employees equally such as cash-based rewards and benefits.

Actively interact with all employees regarding increment and performance bonuses.

8 | Abide by the policies and principles of the organisations regarding the payment of employee
salaries.
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No. Recommendations regarding:

9 | Offer a variety of effective wellness programmes for their employees.

10 | Offer sufficient flexibility to reconcile personal life with their jobs.

Influence of organisational climate on distributive justice: Management should...

11 | Involve employees when decisions that affect them are made.

12 | Encourage collaboration between departments in order to promote the achievement of the stated

objectives.

13 | Show confidence in their subordinates by allowing them to work independently.

14 | Create a favourable environment for employees to socially interact with other colleagues.

15 | Commit themselves towards career development.

Influence of distributive justice on organisational citizenship behaviour: Management should...

16 | Inspire employees to be committed to complete tasks by walking the extra mile.

17 | Inspire employees to attend social functions that are not officially required but could enhance the

organisation’s image.

18 | Inspire employees to defend co-workers who are spoken ill of by other workers or supervisors.

19 | Inspire employees to complete urgent tasks at hand, if possible, even outside normal working

hours.

20 | Inspire employees to take time to coach and mentor other co-workers to excel in successfully

completing tasks.

Influence of distributive justice on reputable employee retention: Management should...

21 | Recognise and reward employees with integrity.

22 | Encourage employees to be actively concerned about stakeholders’ interests.

23 | Train employees to strictly comply with legal and professional standards when executing their jobs.

24 | Offer sufficient flexibility to allow employees to reconcile their personal lives with their jobs.

25 | Offer various career advancement opportunities in doing expected tasks.

11. Contributions of the research

Some of the contributions of this study relevant to this article are identified below.

56

The findings of this study have contributed to the body of knowledge in financial
services literature in South Africa by developing a theoretical model of organisational
justice, and specifically distributive justice, for this article.

The study has made a unique contribution to the field of organisational justice as, for
the first time in the literature, it has identified two aspects of measuring organisational
justice perceptions, namely procedural-interactional justice and distributive justice
(focus of this article).

The findings can inform financial services firms about financial services policy
formulations so as to assist with the implementation of distributive justice practices.

The study has provided useful and practical guidelines to organisations so as to ensure
effective strategising and management of distributive justice that could enhance their
local and global competitiveness and long-term survival.
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12. Limitations of the study

Limitations include the following;:

+ The limited sample is acknowledged, focusing on only four provinces in South Africa.
Further studies could include other provinces as well.

« The structured closed-ended nature of the questionnaire could have limited the
opinions of the respondents.

« The public financial services, such as Auditor General, were not considered.

« Employees who advocate fairness may have responded more readily than others, thus
resulting in sample bias.
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Abstract

This study examines corporate social responsibility (CSR)
engagement by Zimbabwean SMEs through their practices
and procedures. A qualitative approach was adopted,
involving 16 in-depth interviews with key decision makers
of information and communication technology (ICT) SMEs
in Zimbabwe. The study found that, while the role and
importance of CSR is appreciated, largely from an altruistic
perspective, this understanding by SMEs is fragmentary
and incomplete. Selection and execution of CSR activities
are ad hoc, unstructured and lack dedicated budgets while
decision-making rests solely with the CEO whose upbringing,
values and personality play a defining role in this process.
Potential benefits from CSR activities in terms of business
visibility, turnover or profitability remain unknown or low on
the order of priorities. The study presents useful insights on
CSR characteristics by SMEs, especially from a developing
world context.

1. Introduction

Small and Medium Enterprises (SMEs) play a major role in
many economies, particularly those in the developing countries.
Formal SMEs contribute up to 60% of total employment and
up to 40% of national income (GDP) in emerging economies
(World Bank, 2019). The SME sector has become a critical
player in the economic development matrix of nations through
the creation of wealth, employment, products and services
(Zafar & Mustafa, 2017). SMEs play a fundamental role in
society and can potentially have a huge impact on social
welfare (Nugent, 2017).
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Traditionally, the discourse on corporate social responsibility (CSR) has been dominated
by Multinational Corporations (MNCs) (Jamali & Safadi, 2019; Yin & Jamali, 2016). This
situation arose because in the last five or so years, stakeholders in developing countries
such as local firms, government support agencies, international aid agencies, industry
associations, NGOs and/or other actors (World Bank, 2005) took comparatively little
interest in promoting CSR in SMEs (Business and Society, 2012).

Debate on CSR engagement by SMEs has ranged from whether SMEs understand the
concept of CSR (Ho, 2017), why SMEs have a social responsibility (Nugent, 2017), whether
SMEs are willing to engage in CSR activities (Massoud, Fayad, Kamleh & El-fadel, 2010)
to what motivates SMEs to engage in CSR (Dincer & Dincer, 2013) and if they are actually
doing enough on CSR (VCCI, 2010). While it is accepted that SMEs are key players in job
creation and the provision of goods and services in many developing economies, their
contribution and impact on social welfare need to be known (Hassan & Mohamed, 2015).

In line with global trends (World Bank, 2019; Zafar & Mustafa, 2017), SMEs dominate
in Zimbabwe, in terms of both absolute numbers and economic contribution. They
contributed US$8.58 billion to the country’s GDP in 2016 and employed more than
5.9 million people (over 75% of the total workforce of 7.8 million people). Furthermore,
SMEs make up over 70% of Zimbabwe Revenue Authority’s (ZIMRA’s) database of
registered taxpayers while contributing 20% in taxes (Bhoroma, 2018). However, more
studies are required to understand their contribution to CSR (Mathende & Nhapi, 2017).

According to The World Food Programme (WFP) (2018) in 2012 the country’s official
unemployment rate was over 60%, one of the highest in the world, while 56% of the
population lived on less than US$1.25 per day. The percentage of people living below the
national poverty datum line was 76%. The majority of the population, almost 6 million
people, eke out a living in both the informal and SME sector (Finmark Trust, 2013),
providing a huge potential for social upliftment of the population through CSR.

The purpose of this article is to examine the level of CSR engagement amongst
Zimbabwean SMEs. Despite the fact that SMEs make up the country’s largest business
sector (Bhoroma, 2018), there are significant knowledge gaps in terms the level of
interest and understanding of CSR amongst Zimbabwean SMEs. Studies on CSR
practices in Zimbabwe remain scarce (Mpofu, 2012; Mathende & Nhapi, 2017), especially
amongst SMEs.

CSR activities carried out by Zimbabwean SMEs are important to an economy that is
hampered by significant social problems such as poverty, unemployment and rising
inflation (Mathende & Nhapi, 2017). The study contributes to the critical discourse
on CSR amongst SMEs while providing important insights from a developing country
context in view of the fact that global CSR is influenced by societal and contextual factors
(Ho, 2017). Insights provided by this article are readily applicable to the developing world,
taking into account the financial and developmental challenges faced by similar SMEs.
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This article is divided into five sections. The first section provides an introduction to
the study. The second section examines theoretical perspectives on CSR from a variety
of themes. The third section outlines the research methodology employed in the study,
while the fourth section discusses the results of the study. The fifth section concludes
the article.

2. Theoretical perspectives on CSR

This section discusses extant literature on CSR including definitions of key concepts,
why companies engage in CSR, characteristics of CSR in SMEs, and benefits as well as
challenges faced by SMEs in CSR.

2.1 Demuystifying key concepts

The European Commission has defined corporate social responsibility as a “concept
whereby companies integrate social and environmental concerns in their business
operations and in their interaction with their stakeholders on a voluntary basis”
(European Commission, 2001:7). On the other hand, World Bank Group’s CSR practice
has defined CSR as “the commitment of business to contribute to sustainable economic
development, working with employees, their families, the local community and society
at large to improve their quality of life, in ways that are both good for business and good
for development” (World Bank, 2005:71).

While the two definitions are similar, the World Bank definition is preferred for its
simplicity and clarity. It highlights that there are a number of important players in CSR
- business, employees, family, local community and society (Jamali & Safadi, 2019), that
CSR has a higher objective which is the improvement of the quality of life for society
and that commitment from business is a prerequisite for CSR to work. Hence, CSR is
important for economic development.

It is important to observe that the multiplicity of players in CSR gives rise to different
motives (Lantos, 2001; Jamali & Mirshak, 2007), expectations and interpretations (Tencati,
Russo & Quaglia, 2008), which explains the different viewpoints on CSR, some of them
conflicting (Pieterse, 2015). This study adds to this body of knowledge by providing
motives for CSR, expectations and interpretations, and different viewpoints from the
Zimbabwean context.

Across all disciplines, there is no universally accepted definition of an SME (Simpson &
Ndlela, 2010; Hassan & Mohamed, 2015). In general, most definitions focus on size and the
use of fundamental bases such as the number of employees, financial position or annual
turnover (Maseko & Manyani, 2011; Robu, 2013). In Zimbabwe, the Ministry of Small and
Medium Enterprises defines small and medium enterprises as those enterprises that are
registered in terms of the law and employ from 6 to 100 workers (Zimbabwe, 2008).
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2.2 Motivation for engaging in CSR

Business may incorporate strategic CSR in their operations in order to enhance their
competitive advantage, including profitability in marketplaces that are competitive
(Lantos, 2001; Holmes, 2010). Researchers have investigated the link between CSR and
profitability. However, some researchers have found little evidence that causality exists
between expenditures on CSR and improved financial returns (Windsor, 2001; Nelling &
Webb, 2009).

CSR could be motivated by altruistic responsibility whether the business is profitable
or not. Business may actively engage in acts or programmes to promote human welfare
or social goodwill (Jamali & Mirshak, 2007). The greater a firm’s contribution to social
welfare, the better its reputation (Basera, 2013; Hoang, 2015). Related CSR benefits
include being lauded as responsible by stakeholders, and improved government and
community relations (Achua, 2008). In fact, some enterprises have used CSR as a tool to
polish and improve their public images and reputation through philanthropic activities.

With a multiplicity of players in CSR (World Bank, 2005), it is to be expected that
government, business, suppliers and consumers would have different viewpoints and
expectations of CSR. Ethical responsibility involves doing what is right (Lantos, 2001).
This entails activities and behaviours that are not necessarily codified into law but
are expected of business by society’s members (Carrol, 1999). Business is expected, for
example, to respect human rights, ensure food safety, protect the environment, etc. in
its operations.

Fassin, Van Rossem and Buelens (2011) observe that the role of the SME owner/manager
dominates the narrative on CSR engagement in SMEs. In making decisions on CSR
activities, the owner is influenced by an array of factors (Fernandez-Huerga, 2008),
including personal feelings (McCuen & Shah, 2007), friends and family (Westerman,
Beekun, Stedman & Yamamura, 2007), company finances (Rodgers & Gago, 2004) and
religion (Dincer & Dincer, 2014). SME owners therefore engage in CSR for different
reasons, some of which are not necessarily financial. It is interesting to find out what
motivates Zimbabwean SMEs to engage in CSR.

2.3 Characteristics of CSR in SMEs

The differences inherent in human communities mean that there is no ‘one size fits all’ in
CSR engagement but rather, global CSR is influenced by societal and contextual factors
(Scott, 2007; Itanen, 2011). This is a useful distinction as businesses in the developing world
may take different approaches to CSR activities compared to businesses in the developed
world, as dictated by the environmental context and the needs of the communities they
serve (Ho, 2017). The Zimbabwean societal and contextual factors will add to the body of
knowledge on the characteristics of SMEs.

The nature of SMEs’ engagement in CSR is context specific. The environment in which
the SME is operating strongly shapes or influences the CSR activities of the SME.
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Most CSR activities are embedded in the communities in which SMEs serve (Murillo
& Lozano, 2006). For instance, research on CSR in developing contexts has outlined
the different cultural and religious motivations to pursue CSR in the form of voluntary
philanthropic contributions to local communities (Jamali & Neville, 2011).

CSR in SMEs has been described as being less visible than in MNCs, less formally
institutionalised, more ad hoc in nature and rarely involving a CSR manager or the
publication of CSR reports (Jamali, Zanhour & Keshishian, 2009). SME owner/managers
have the opportunity to directly shape organisational practices according to their personal
values as opposed to managers in MNCs who are merely ‘agents’ of absent shareholders
(Spence, 1999). Contrast this situation, with MNCs, where CSR is institutionalised as an
integral part of operations and there is usually a senior manager or director reporting to
the CEO who is in charge of corporate affairs (Boatright, 2009).

2.4  Challenges faced by SMEs in CSR engagement

SME engagement in CSR is not without its challenges. SMEs are constrained by owner/
managers who are sceptical about the potential benefits of CSR (Hsu & Cheng, 2012)
and are therefore willing to do just the minimum; insufficient awareness concerning the
CSR concept (Lee, Park & Lee, 2012); a lack of resources compared to MNCs (Kerchiche
& Soparnot, 2012) for the start-up of CSR instruments; and inherent confusion due
to the proliferation of multiple CSR instruments (Murillo & Lozano, 2006). Similarly,
Zimbabwean SMEs engaging in CSR face some challenges. It is interesting to find out
what these challenges are.

5. Research methodology

This section briefly touches on the research context before it discusses the research
design and methodology that was used to collect empirical evidence of CSR engagement
amongst Zimbabwean SMEs. McAuley (1999) underlines the centrality of research design
and methodology used in any study by emphasising that the results obtained in any
such study are dependent, to a large extent, on the rigour, type and method used. Thus,
the production of knowledge depends on the integrity of techniques used in collecting,
analysing and interpreting data.

The concepts of CSR were first brought to the country through implementation of
Code of Conducts by MNCs and through donor-funded projects implemented by
foreign multilateral agencies such as UNDP, UNIDO, OXFAM, etc. (Hamm, 2012). These
initiatives are rooted in customer-driven obligations to meet customers’ demands at the
end of the supply chain (Ho, 2017). Examples of MNCs in the country that have led the
way in CSR initiatives include Zimplats, Nestlé, Econet, BAT, Tanganda and Barclays
(Mathibela, 2013).

Maphosa (1997) observes a relative lack of interest in the social impact of business in
Zimbabwe, a situation he attributes to the government’s interventionist policies in
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economic and social affairs. In his study on Internal Corporate Social Responsibility
(ICSR) by Zimbabwean retail SMEs, Basera (2013) found that some executives and
owner/managers still view CSR as a cost and burden (Bekefi, 2006), rather than as the
basis for a firm’s reputation and growth in a highly competitive business environment,
dampening the enthusiasm for CSR.

CSR in SMEs is embedded in a specific context. The Zimbabwean economic environment
is characterised by high unemployment, rampant poverty and rising social ills. The fact
that the ratio of SMEs to MNCs is approximately 10:1 creates a huge potential for sound
and sustainable CSR efforts by SMEs. There is so much that SMEs can do to increase their
social impact, and in the process their visibility and positive impact on their businesses.
However, there are several hurdles to be overcome before this situation becomes possible.

The research adopted a qualitative method based on in-depth, semi-structured interviews
with owner/managers or their representatives. Qualitative research was especially effective
in obtaining culturally specific information about the opinions, values, behaviours and
social contexts of Zimbabwean SMEs engaging in CSR. Its other strength was its ability
to provide complex textual descriptions of how people experience the CSR phenomena
in their context.

The objective of this research was to examine the level of CSR engagement of Zimbabwean
SMEs in the information and communications technology (ICT) industry. Focusing on
a single industry is quite common in studies of this nature (Achua, 2008; Basera, 2013).
The qualitative research approach was considered as more likely to yield richer and
deeper insights into the complex phenomena of CSR and is consistent with a growing
trend towards the use of qualitative methods in empirical enquiries at the business
management/corporate social responsibility/corporate citizenship interfaces (Carroll &
Buchholtz, 2011; Ho, 2017).

A further compelling argument for adopting the qualitative approach in small business
research is that it was the only way of obtaining information from key decision makers,
given their noted reluctance to complete questionnaires (Bell, Crick & Young, 2004). This
situation is especially true considering that Zimbabwean SMEs are characterised by a lack
of published information (in the form of shareholder reports, commercial analyses, etc.),
poor recording of internal data and a marked reluctance by their managers to divulge
commercially sensitive information (Maphosa, 1997). This made the administration of
other forms of enquiry, especially questionnaires, particularly problematic.

The choice of the ICT sector was motivated by the fact that the global economy has
become a knowledge economy. The ICT sector is the major driver for growth and
innovation. ICT investments have been steadily increasing in many countries. In 2013,
ICT contributed 15.2% to the Gross Domestic Product of Zimbabwe (Dhlamini, 2018).
Given these factors, the researchers chose this sector because of its relative importance
to national development and considered it prudent to investigate how such an important
sector was contributing to national development in terms of corporate social responsibility.
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The sampling frame was constructed using the Zimbabwe ICT’s Exhibitors’ Directory
2015 and criteria drawn by the researchers. The directory had a total of 27 firms, of which
three were subsidiaries of international companies and of the remaining 24, 16 agreed
to be interviewed. The research targeted the owner/manager of the firm or their
representative who would naturally possess intimate knowledge of the CSR activities of
the organisation.

Using purposive sampling, the basic selection criteria were that firms should:

+ have in employment less than 100 but more than 6 people (in line with the Zimbabwean
government’s criteria for defining SMEs);

« be registered in the ICT sector with the Postal and Telecommunications Regulatory
Authority of Zimbabwe (POTRAZ); and

« beindependent and indigenous (i.e. not subsidiaries of larger domestic or international
companies, to avoid potential distortions arising from resource and foreign cultural
influences on decision-making).

The companies, mostly based in Harare, were first contacted by phone, and later a formal
introductory letter highlighting the aims of the research and an interview guide were
personally delivered to respondents by the researchers. An interview was then scheduled
and later conducted by the researchers. Information was collected using in-depth
one-to-one interviews.

The interview schedule contained structured questions designed to gather data for
classification purposes, for example, firm size, age, current business. A series of open-
ended questions were used to probe the level of understanding of CSR and the CSR
activities the interviewees’ companies were engaged in. The use of open-ended questions
and probing gave participants the opportunity to respond in their own words about
their CSR experiences. The questions further probed benefits that were accruing to
the companies as well the challenges they faced. Where possible, this information was
triangulated with available secondary data sources.

The interviewees were all at the level of owner or senior management, i.e. Chief Executive
Officers or Heads of Public Relations/Communications/Marketing from each of the
16 SMEs. The interviews were conducted using a pre-tested interview schedule (see
Appendix 1). The interview schedule was used as a guide for the researcher.

On average, each interview session lasted one hour. The interview was transcribed by
hand. The authors were well-trained in interview techniques and carefully recorded the
answers provided. At the end of each interview, participants were given an opportunity
to go through the answers provided in order to secure clarity and agreement.

The researchers read and re-read the data collected, writing down impressions, searching
for meaning and determining which data had value. From this data, themes and patterns
emerged. These themes and patterns were analysed using first content analysis, and
then analytic induction with a view to developing a descriptive and interpretative
narrative of what was actually happening amongst Zimbabwean SMEs in terms of their
CSR activities.
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4.  Results of the study

4] Biographical information

A total of 16 SMEs in the ICT industry were interviewed. The ages of the SMEs ranged
from 3 to 19 years. A profile of SMEs interviewed is provided below (see Table 1 below).

Table 1: Profiles of SMEs interviewed

Company Business Age (Yrs.) Employees h?t::\:::\r/v:fe
BProll Services 19 13 Male
Confide Payroll 7 6 Male
Cyre e-Advertising 5 7 Female
DSC Printing 7 24 Male
e-Learning e-Learning 12 30 Male
iWin Software 17 9 Female
Hansole e-Broadcasting 5 7 Female
Computers Consumables 16 9 Male
Relay Networking 3 12 Male
Utande ISP 5 36 Female
MoP Consultancy 6 9 Male
TIP ISP 10 22 Male
MSC Printing 8 20 Female
Fusion Services 5 15 Male
iTech Hardware 9 10 Male
TechyZim Software 6 14 Female

The interviewees were spread within the age bracket of 26 and 35 years (60%), with the
remaining 40% distributed between 36 and 45 years. About 40% of the interviewees were
female. Of the 16 interviewees, 7 were marketing managers, 5 were owner/managers or

directors and 4 were managing consultants.

4.2  Motivation for CSR and understanding of the concept

All 16 SMEs interviewed showed an understanding of the CSR concept, viewed mainly
from a philanthropic perspective. The executives of Hansole, iWin, Cyre, BProll, Mop, Tip
and Computers argued that CSR was about the corporate world reaching out to society,
providing assistance to the needy. One manager specifically said that “CSR is about giving

back to the community”. Another expressed it as “ploughing back into the community”.

E-Learning said,“CSR is about the organisation going the extra mile and saying thank you
to customers, the government and the community. Sometimes CSR is about intervening
in desperate situations.” The executive at Relay went further and said, “CSR is about the
community, there are social ills out there which need us as corporates to do good to
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redress. For example, there are hungry old people who need to be fed; there are children
who cannot afford to pay school fees.”

Asked about the relevance of CSR to their companies, all the SMEs agreed that CSR
was indeed relevant to their operation, but they differed in their explanation as to why
CSR was relevant to their businesses. The explanations varied from concern about the
environment (25%), sharing of profit with the community (56%), positive reputation for
the organisation, to the right thing to do (19%). One interesting response was given by
Confide’s executive who talked about sustainability of the economy. “As an indigenous
business we have to pass the knowledge that we have acquired to our youth and other
upcoming businesses to ensure economic growth,” he said. The executive of BProll
was of the opinion that CSR could also be one way of advertising the SMEs’ products
and services.

Fourteen of the 16 SMEs interviewed had prior understanding of the concept of CSR.
The interviewees obtained their understanding of CSR from a number of sources.
Two executives got to know about CSR from social interactions with other marketing
executives, six learnt about CSR at college or university, two had CSR experience in
MNCs where they once worked, two got to know about CSR from reading the media
(television, newspapers, etc.) while one had attended a CSR seminar and one had
observed large corporates practising CSR. Only two marketing executives said they had
never heard of CSR.

4.5  Process and procedure of engaging in CSR activities

All the SMEs interviewed said they engaged in some form of CSR activity as and when
the opportunity arose. Only one of the companies interviewed, Utande, had a clearly
articulated corporate social responsibility policy, fully institutionalised. Fifteen of the
companies had not formally institutionalised their social programmes due to CSR
budgetary constraints, which, in 90% of the cases, were determined on an annual basis in
relation to expected profits and at the discretion of managers. Only Utande had a fixed
budget for 20 giraffes at Mukuvisi Woodlands in Harare.

The scope and spectrum of social interventions by the SMEs was wide and diversified —
ranging from programmes involving orphans and the elderly, feeding giraffes, websites
with free information on tax fraud on employee salaries, to educational and learning
programmes.

On how the SMEs selected which CSR activities to engage in, the most common response
(10 SMEs) was that there was really no formula used but the process was ad hoc with
each decision being made by the top manager depending on the availability of resources
and his/her views on what needed to be done. The four directors who were interviewed
confirmed that the selection of CSR activities as well as beneficiaries was indeed done at
their discretion as influenced by their beliefs as shaped by their upbringing. Three SMEs
said the choice of CSR activities was market-driven while the remaining three SMEs said
they responded to requests from beneficiaries. Table 2 below is a summary table of the
CSR activities chosen by SMEs.
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Table 2: Summary of CSR activities chosen by SMEs

Company CSR Activities CSR focus

BProll Providing information to employees on their tax. Altruistic

Confide Quarterly tree plantmg.ln rur'al areas. Payment of Altruistic
school fees based on financial need.
Cash and in-kind donations to HIV/AIDS orphans, -

Cyre . A - Altruistic
religious and charitable organisations.

DSC Annual sponsorship of best school merit awards. Altruistic
Constructed a classroom block at one school.

elLearning E-learning awareness campaigns. Strategic

iWin In-kind donations to the poor. Altruistic

Hansole Lost and found website. Altruistic

Computers Donations to t.he poor. School fees donations. Altruistic and Ethical
Cheaper cartridge.

Relay Timely payment of suppliers. Donations to the Ethical and Altruistic
elderly. School fees payment.

Utande Feeding of giraffes in a nearby game park. Altruistic

MOP Schgol fees paymgnt to orpha.ns. .Donat|ons to Altruistic
religious and charitable organisations.

TIP Fair wages for staff. School fees payment. Ethical and Altruistic

MSC Donations to the needy. School fees payments. Altruistic

Fusion Sponsoring youth football games Altruistic

iTech Payment of school fees to the needy Altruistic

TechyZim Sponsoring community youth games Altruistic

4.4  The benefits of CSR to Zimbabwean SMEs

Most of the SMEs (14) said they did not get any tangible benefits from their CSR activities
in terms of business visibility, turnover increase or profitability. Rather, they got personal
satisfaction for whatever good they had done. In fact, one executive was surprised by
the question on benefits. All the managers interviewed were agreed that they did not
expect to get any benefits to the organisation when they engaged in CSR activities.
Two SMEs said they were unaware if engaging in CSR activities brought any benefits to
the company.

All SMEs concurred that over and above the targeted beneficiaries, the communities they
serve benefitted from their CSR activities in different ways. Some activities benefitted
churches; others parents through school fees payments as well as the children attending
school; the National Merit Awards benefitted the Ministry of Education, Sports and
Culture over and above the award winners; and the Lost and Found website benefitted
the police in increasing awareness of lost and found items.

E-Learning provided by E-Learning Solutions benefitted education administrators who
got ICT skills and were motivated to perform their jobs from a more efficient, technical
platform. E-Learning also brings the internet to remote areas, a situation which has
helped in bridging the gap in access to information between the rural and urban areas.
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45 Challenges faced by SMEs in CSR engagement

“Political interference was a serious challenge faced by SMEs as they carried out their CSR
activities especially in the rural areas,” said Mop. Companies said there was a perception
that any CSR activity by an organisation had political inclinations, suggesting that the
company engaging in CSR was either pro- or anti-government. Sometimes a programme
or activity is snubbed by rural folk based on those political considerations. For example,
donations by Computers to villagers in Mutoko, a small town in Mashonaland East
Province of Zimbabwe, were stored for quite some time before they could be distributed
to the intended beneficiaries because of fears of political backlash.

DSC’s National Merit Awards had its own kind of challenges where it was accused of
favouritism in the selection for the award winners. The company eventually had to pull
out of the nomination process, arguing that the project had been hijacked for political
interests. Confide said it had taken them more than three years to get a breakthrough on
their tree-planting initiative. They were asked to register an NGO (Non-Governmental
Organisation) since tree planting was not their core business. The process of registering
the NGO was very bureaucratic and they also fear political interferences when they
eventually launch their project in the rural areas.

Limited funding was another challenge mentioned by the Confide executive, as they need
tree seedlings for the whole country. This situation was also true for the remaining SMEs,
including Hansole, which needed to visit the geographically scattered and numerous
police stations around the country to collect data for their Lost and Found website.

The Cyre director complained that there were no tax incentives to the donations they
make. However, this position was not correct. Section 15 of the Zimbabwe Revenue
Authority (ZIMRA) Act has information on allowable deductions on income tax which
include donations to registered charitable institutions and national scholarship funds.
This could be a case of ignorance on the part of SMEs on the allowable deductions on
income tax on amounts that SMEs can claim on funds used on certain CSR activities.

5. Discussion, analysis and conclusion

The analysis of data collected followed the content analysis and inductive analysis
approach (discovering patterns, themes and categories in one’s data) (Hennink, Hutter
& Bailey, 2011). From the data collected, themes and patterns emerged. The themes and
patterns were analysed using content analysis and inductive analysis with a view to
developing a descriptive and interpretative narrative of what was happening amongst
Zimbabwean SMEs in terms of their CSR activities.

The level of understanding of CSR as a concept by Zimbabwean SMEs is patchy
and incomplete, mostly dominated by the altruistic perspective (See Table 2). There
was widespread citation of altruistic responsibility in interviews ahead of strategic
and ethical responsibilities, which only four SMEs alluded to. Using Raynard and
Forstater’s (2002) classification, most Zimbabwean SMEs are at the first generation of
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CSR stage, which is termed “corporate philanthropy” or altruism in Lantos’ (2001) terms.
Fragmented knowledge of CSR does not bode well for the enthusiasm and intensity of
the implementation of CSR.

CSR activities undertaken by Zimbabwean SMEs are on a small and fragmented basis.
On a positive note, these activities are contributing to improved social welfare, albeit on a
limited scale. The scope and spectrum of social interventions by the SMEs encompassed
programmes ranging from feeding giraffes, caring for the orphans and elderly, paying
fees for needy children, managing lost and found websites, to educational and learning
programmes.

SMEs were not aware of tangible benefits that accrued to them as a result of CSR
activities. This study was unable to establish a link between the firm’s CSR activities
and the firm’s financial performance in line with Nelling and Webb (2006). A possible
reason could be ignorance. Most SMEs did not appreciate that CSR can be used as a
competitive business tool to improve brand reputation, competitiveness and the bottom
line as argued by Achua (2008).

The socio-economic environment that Zimbabwean SMEs are operating in is challenging
tosay the least. SMEs are under pressure from the economic difficulties being experienced
in the country. The issue of adequate funds for CSR activities is pertinent. This could
explain why Zimbabwean SMEs’ approach to CSR is ad hoc, unstructured and not
supported by CSR policy or dedicated budgets. The CEOs of SMEs play an important
role in the entire process of selecting and executing CSR activities, ostensibly because it
is their company. This suggests a heightened role of the leader’s values and beliefs in the
process (Fassin, Van Rossem & Buelens, 2011).

An important observation was that none of the interviewed companies tried to publicise
their CSR endeavours. Additionally, none of the companies had a dedicated CSR employee
or office. Perhaps the view that CSR is an insincere and window-dressing concept is what
causes SMEs to shun publicity. However, by depriving their CSR activities of publicity,
SMEs deny themselves access to good business opportunities. Strategic, rather than
altruistic CSR, is the most viable option for SMEs in developing countries.

Going forward, Zimbabwean SMEs need to move from the altruistic stage of CSR to the
second generation also called adaptation, where CSR becomes an integral component of
the business’ long-term strategy, the strategic approach (Lantos, 2001). From there, they
can proceed to the third generation known as‘dialogue and mutual solutions’ (Raynard &
Forstater, 2002) whose purpose is to enhance social attractiveness for all. Hess, Ragovsky
and Dunfree (2002) agree, arguing that the most progressive companies view CSR less as
altruism and more as savvy corporate community involvement or as profitable corporate
social initiatives.

The absence of a legal framework for CSR in Zimbabwe to provide knowledge and
guidance to Zimbabwean SMEs appears to be a handicap for widespread adoption of
CSR. The prevailing economic situation in Zimbabwe is affecting the smooth execution
of CSR activities as companies grapple for survival. There is a need to educate these
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companies through a CSR framework designed by Government along the lines of the
European Commission Framework for Corporate Social Responsibilities (European
Commission, 2001). Guidelines on CSR encourage SMEs to introduce a structure, a budget
and a process system for their CSR activities. This could enhance the sustainability of the
CSR activities.

The limitation of this study is that the findings are from a single industry/sector and a
single country investigation whose deteriorating economic situation may be different
from that of most countries in the developing world which may imply that the findings
are not readily generalised. However, the fact that the study provides a good qualitative
research approach means that it may have wider relevance and applicability, especially
in the developing world context.
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Appendix 1. Interview schedule for SMEs engaged in CSR

1.

Biographical information

a)
b)

<)
d)
e)

Gender of interviewee

Age range: 16-25 years | 26-35 years | 36-45 years | 46-55 years | over 56
(Tick the applicable)

Do you own the business?

If not, what is your position in the company?

What is your area of expertise?

Profile of company

a)
b)
<)

How old is your company?
How many people do you employ?
Briefly describe the core business of your company.

Awareness of CSR

a) What do you understand by CSR?
b) Where did you learn about the concept of CSR?
c) In your opinion, is it relevant to your company as an SME? Why do you say that?
CSR Activities
a) Does your company practise CSR?
b) What activities do you engage in, relating to
i)  Environment?
ii) Stakeholders?
iii) Community?
iv) Other? (Please explain)
c¢) Why do you engage in those activities?
d) How do you select the activities that you engage in?
e) Which people are involved in those decisions?
f)  How do you decide on the amount to spend on CSR?
Benefits of CSR
a) What benefits have accrued to the business as a result of CSR activities?
(Please tick the relevant option)
i) Business visibility
ii) Business growth (turnover)
iii) Business growth (profitability)
iv) Other (Please specify)
b) What benefits did the community get from those activities?
Challenges
a) What challenges do you face in engaging in CSR?
b) Are there any regulations that support your engagement?
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Abstract

In 2014, Birtch et al. published an article that, in our view,
contained unnecessary negative cultural/racial stereotyping
in a vignette presented in their introduction. Given the
potentially harmful consequences of negative stereotyping,
and the relatively frequent use of vignettes in the business
ethics literature, this prompted us to wonder whether this
was an isolated instance or a more widespread occurrence.
To investigate this question, we conducted a search of the
scholarly literature for articles containing the string ‘vignette’
or ‘scenario’, and ‘business ethics’ using the EBSCOhost
databases to which our institution subscribes. This search
yielded a collection of 154 articles where vignettes were
presented. Of these, approximately 18% contained negative
cultural or racial stereotyping while 38% contained some
form of negative gender stereotyping. In our view, these are
uncomfortably high frequencies, so uncomfortably high, in
fact, that they prompt us to conclude with a plea to authors,
editors and reviewers within the business ethics academic
literature to be on guard against this practice.

1. Introduction

Consider the following scenario: A politically connected White
Western European businessman offers to smooth the way for
your company to sell in his country ... for a fee.

If this leaves you feeling a little uncomfortable, it should. Were it
not for our aim to draw attention to the issue of stereotyping
with a little piece of academic drama, this would be a fine
example of blatant and completely unnecessary negative
stereotyping. The inevitable question that one ought to ask is
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this: Under normal circumstances, what on earth would necessitate or justify anyone
making use of such negative stereotyping?

We were prompted to move beyond just thinking this question to ourselves, to formally
asking it in public, by a 2014 article published in the Journal of Business Ethics by Birtch
et al. titled ‘The influence of business school’s ethical climate on students’ unethical
behaviour’. The article presented an empirical study of the influence of students’
perceptions of the impact of the “ethical climate” (to use the authors’ nomenclature)
of their business school on their behaviour. In so doing the authors aimed to make a
contribution to the discourse on teaching business ethics. However, what was most
striking for us was not the empirical contribution of the article. It was the completely
unnecessary negative cultural/racial stereotyping insinuated in the vignette' presented
in the article’s introduction. The context of the vignette was “A business school in Asia”
(p. 283) and specifically, a new executive leadership programme being offered by this
school. The “ethical climate” in the school in general, and in the programme specifically,
was painted as poor. The name of the person overseeing the programme and the main
moral ‘baddy’ in the vignette was given as “Lai Ming”. It seems reasonable to assume that
this is the name of an Asian person. Lai Ming was described as being solely interested
in maintaining student numbers, and as a result, was completely indifferent to repeated
ethical transgressions of students. Lai Ming was contrasted with the exacerbated ‘goody’
in the scenario who was given the name “Ted” which, with a little poetic licence, is a bit
like Donald Trump (i.e. somewhat Western). In short, the corrupt ‘baddy’ and the corrupt
‘bad institution’ in this scenario were apparently Asian, while the ‘goody’ was perhaps
(probably?) not.

This scenario brought back some unwelcome memories for one of the authors of this
article of having undergone corporate ethics training at a large, multinational consulting
firm in the mad rush to do such training following the collapse of Enron. The training
was computer based with enacted vignettes. Typically, these vignettes had two parties.
The first party was a person confronted with deciding between a morally good option
and a morally bad option. The second was the ultimate ‘baddy’ or corruptor who was
presenting the first party with the immoral opportunity. By way of assessment, the
person undergoing the training was expected to decide what the first party ought
to do. Choosing the morally right, good or virtuous option would allow the person
being assessed to pass and vice versa. What was striking at the time was that, in spite
of different actors playing the role of the corruptor in the different scenarios, without
exception these different actors were all Hispanic men.

The use of vignettes is fairly common in the scholarly business ethics literature. In
some instances, such as Birtch et al’s vignette, these are simply used to illustrate some
sort of moral problem or dilemma. In most cases, though, they make an appearance
in experimental protocols used to assess the ethical judgement or moral reasoning of
subjects (Mudrack et al.,, 2013). The commonplace character of vignettes in the business
ethics literature, combined with the concerning negative stereotyping that we witnessed
in Birtch et al’s vignette (and the reminiscences that this evoked) prompted us to wonder
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just how frequent negative stereotyping might be in vignettes used in this literature. It
was our curiosity about this that we set out to satisfy in this short article.

The article proceeds as follows. Our first port of call is to briefly summarise relevant
literature on stereotyping. Besides providing a basic overview of what stereotyping is, our
primary objectives here are to emphasise some reported consequences and mechanisms
of transmission of stereotypes. Ultimately, this brief review of stereotyping provides the
rationale for us bothering to worry about stereotyping in the business ethics literature
in the first place. Having established this rationale, we then formally explore the extent
of negative stereotyping in vignettes used in the business ethics literature. And finally,
we conclude with a simple appeal to authors, editors and reviewers to be vigilant against
stereotyping.

2.  Stereotyping

To say that the literature on stereotyping is vast would be a gross understatement. As
Fiske (2000:300) described it, “Academic bookshelves overflow”. It is, therefore, neither
possible nor our intent to review this literature comprehensively here.? Instead, we zoom
in on three aspects that are particularly germane to our argument: (a) developing a very
basic understanding of what stereotypes are; (b) a reflection on some of the negative
consequences of stereotyping; and (c) a discussion of the transmission of stereotypes
with a particular emphasis on the role of stereotypes themselves, and of the authority of
those advancing them.

Turning then to the basic understanding of stereotyping, the term ‘stereotype’ in its
contemporary form is generally attributed to Walter Lippman in his 1922 book titled,
Public Opinion (Bernstein, 2013). It was derived from printing and typography circles
where templates were used to duplicate original pictures. Following this metaphor,
Lippman described stereotypes as “the projection upon the world of our own sense of
our own value, our own position and our own rights”, (Lippman, 1922:96). Critically,
Lippman noted the role that stereotypes play in the maintenance of power relations
amongst people and that people’s feelings are entrenched in their stereotypical ideals
(Lippman, 1922). Although several authors subsequently used the term (e.g. Gilbert, 1951;
Katz et al,, 1933), it was Allport’s 1954 book, The Nature of Prejudice, that seems to have
really cemented it with his specific focus on stereotyping as a cognitive underpinning of
prejudice. In this way, stereotyping as a cognitive domain came to occupy its place in the
broader field of bias, together with prejudice as the affective domain and discrimination
as the behavioural domain (Fiske, 1993a; Fiske, 2000; Hewstone et al., 2002).

One of the more important contributions of Allport was the recognition that stereotyping
is a normal and arguably essential element of human cognition needed to “tame the
wild profusion of existing things” (Foucault, 2002:xvi). This assertion was subsequently
reinforced, particularly through the works of Tajfel early on (e.g. Tajfel, 1969) and
somewhat more recently in Devine (1989) and Macrae et al. (2000). In short, stereotypes
develop from people’s innate tendency to categorise objects in order to make sense
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of them, and to avoid an overload on their cognitive abilities (Macrae et al, 2000).
Stereotypes help people to make decisions regarding other people about whom they
have limited or no knowledge, using heuristics or mental shortcuts developed from their
own past encounters or from their communication with others (Quadflieg et al., 2011).

This brings us to the second of our aims in this section: the consideration of the
consequences of stereotyping. And in this regard, in spite of stereotyping being a normal
and arguably necessary aspect of human cognition, its negative consequences cannot
be overstated. Fiske (1993b:621) captured this as follows: “Without stereotypes, there
would be less need to hate, exclude, exterminate... People do not want to be stereotyped
because it limits their freedom and constrains their outcomes, even their lives. In short,
stereotypes exert control” In fact, in the most abstract sense, a reasonable argument
using very good authority can be advanced that concludes that the existence of
stereotypes is antithetical to the achievement of justice itself. The first premise in such
an argument would be the recognition that stereotyping is the cognitive anchor of bias
(Devine, 1989; Fiske, 2000). The second would be the recognition that, central to the
achievement of fairness is the “demand to avoid bias” (Sen, 2010:54). The final premise
would be Rawls’ thesis of “justice as fairness” (Rawls, 1971:3). Thus, the argument would
proceed as follows: stereotypes lead to bias; bias leads to an absence of fairness; and an
absence of fairness equates to an absence of justice; therefore, stereotypes are likely to
lead to injustice.

In a more concrete sense, the bias that emerges out of stereotyping leads to general
distortions in reasoning and inevitably to fallacies (Correia, 2011). A wonderful example
of such a fallacy, in this case, associated with the negative stereotyping of developing
countries and the corollary, positive stereotyping of developed countries, was identified
by the authors of the call for papers for the 2018 European Business Ethics Network
Research Conference. In reflecting on the conference’s theme of ‘Beyond Corruption -
Fraudulent Behavior in and of Corporations’ the conference organisers stated:

Also the common explanation that corruption and other forms of fraudulent behavior
are caused by the existence of corrupt environments especially in less-developed
or developing countries, due to low salaries, weak infrastructure, disorganised
administration and unstable political conditions in such countries, proves not to be
valid. From this perspective, corporate malpractice of western companies has been
downplayed as a kind of ‘some-bad-apples-theory’ where a few ill-motivated actors
jeopardise the honesty of the whole system. This, however, cannot explain why it was
namely Western multinational corporations that have been involved in contemporary
corruption scandals in recent years. Even though most of these companies ostensibly
had anti-corruption programmes and monitoring systems in place, such measures
obviously did not prevent management from engaging in fraudulent activities. It seems
therefore that corporate malpractice is a widespread and common phenomenon in the

business world.?

At a much more detailed level, the stereotyping literature has considered the
consequences of stereotyping from at least two perspectives: (a) from the perspective
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of the responses (affective and behavioural) from within in-groups (the stereotyping
groups); and (b) from the perspective of responses from out-groups (the stereotyped
groups). In terms of the former, Fiske and co-workers proposed a simple analysis of the
types of responses likely to emerge within in-groups grounded on the stereotype content
model that they proposed (Fiske et al., 2002; Fiske et al., 2007). This model was based on
the thesis that stereotype content can be universally specified along two dimensions
of social cognition: warmth and competence. They explained the warmth dimension as
encapsulating the perception of the out-group as having either good or bad intentions
towards the in-group and the competence dimension as perceptions about the capacity
of the out-group to achieve these intentions (Fiske et al, 2007). They then proposed
the affective responses to low warmth and low competence to be contempt with the
tendency for behavioural responses to be towards both active and passive harm. They
proposed the affective or emotional response to low warmth and high competence to be
envy with a behavioural tendency towards active harm and perhaps passive facilitation.
They proposed the affective response to high warmth and low competence to be pity
with a behavioural tendency towards paternalistic active facilitation and passive harm.
Finally, they proposed the affective response to high warmth and high competence
to be admiration and the behavioural tendency to be towards both active and passive
facilitation. If this model is indeed valid, negative evaluations of an out-group in either
of their two ‘universal’ stereotype content dimensions would likely lead to some form of
emotional antipathy, which may in turn lead to the legitimisation of harmful behavioural
responses by in-groups towards out-groups.

The consideration of the responses of out-groups to stereotypes imposed on them
has primarily been consolidated under the rubric of stereotype threat in the literature
(Croizet et al, 2001; Spencer et al., 2016). This concept was originally coined by Steele
et al. in 1995 as being a focus on the “social-psychological predicament that can arise out
of widely-known negative stereotypes” (Steele et al., 1995:797). This body of literature
documents compelling evidence that, when engaged in tasks where stereotypes are
known to apply, individuals who are ‘burdened’ with these stereotypes will tend to
underperform. Although the research has typically focused on negative stereotypes,
Cheryan et al. (2000) have reported evidence that even positive stereotypes might cause
underperformance in specific tasks at hand. Beyond these immediate performance
effects, substantial evidence also suggests a more long-term dis-identification (decreased
desire to participate in and ultimately withdrawal) from the tasks and even negative
physical health consequences (Maass et al, 2003; Spencer et al, 2016). Such effects
have been observed in many stereotyped groups* and in relation to both intellectual
and physical tasks. A variety of mechanisms ranging from working memory depletion
through to over-thinking automated processes have been proposed (Maass et al., 2003;
Schmader et al,, 2008; Spencer et al., 2016). The frightening implication of stereotype
threat is that, even if the stereotypes held by an in-group are suppressed to the extent
that they do not find expression in affective or behavioural responses, they can still have
negative consequences that can be self-fulfilling within the out-group.
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This possibility of the self-fulfilling character of stereotypes leads us to our third focus in
this section: a discussion of the transmission of stereotypes. Much of the discussion on
the formation and transmission of stereotypes refers to their self-reinforcing character.
Hilton et al. (1996) comprehensively summarised the mechanisms of formation and
maintenance of stereotypes and it is striking how frequently the notion of the self-
reinforcing character of stereotypes arises either implicitly or explicitly in the mechanisms
that they describe. In the case of the formation mechanisms that they described, the mere
occurrence of stereotypes within an in-group is likely to reinforce statistical aberrations.
These aberrations lead to spurious detection of co-variation and correlation as well as
fallacious perceptions of out-group (and indeed in-group) homogeneity within individual
members of the in-group. In terms of maintenance, the “assimilation effects” (Hilton
et al., 1996:250) they described are in essence self-reinforcement. Where transmission is
concerned, stereotypes are communicated through continual exposure to conversations
grounded in stereotypes and depictions of stereotypes (Muniz et al., 2013; Tan et al., 1996).
And, very critically, the degree to which stereotypes are transferred to others appears to
be strongly influenced by appraisals of the source of the stereotype.

When stereotypes are repeatedly advanced by sources that people consider reliable,
especially authority figures such as members of the clergy, politicians and educators,
they are frequently taken as truth and adopted (Black et al., 2013; Moskowitz et al., 2012;
Peterson et al., 1990; Punt, 2009; Tan et al,1996). It seems quite reasonable to us that
one might include scholars and academics in this list of trusted people. Finally, once
established, a stereotype becomes an instinctive position, with the consequence that its
suppression requires significant cognitive work (Hilton et al., 1996).

In summary then, while stereotyping is deemed to be a normal and indeed necessary
part of human cognition, its consequences are more often than not socially undesirable.
Furthermore, stereotyping begets stereotypes. Once established, stereotypes are self-
reinforcing and contagious in social settings through positive feedback loops. And, of
course, their suppression requires cognitive work.

3.  Methodology

At the outset, we decided to limit our attention specifically to negative stereotyping
such as that insinuated in Birtch et al (2014). While positive stereotyping is just as
important in the constitution of fallacies (as illustrated above in the European Business
Ethics Network call for papers, quoted at length above), and while it always implies
the corollary, negative stereotype, on some very emotional level it is overt negative
stereotyping that simply offends more directly. And our article represents a response to
such offence. It is also typically negative moral evaluations that manifest in vignettes
illustrating ethical problems.

We began assembling our collection of literature containing business ethics vignettes with
a literature search using the EBSCOhost databases to which our institution subscribes.
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In total, there were 179 of these, including the following prominent databases: Academic
Search Premier, Business Source Complete, EconlLit, Education Source, ERIC, MasterFile
Premier and SocINDEX. We used the following search terms: ‘vignette’ or ‘scenario’, and
‘business ethics’. We filtered our search to return scholarly articles only, and those where
we had access to the full articles.

Once we had assembled an initial collection, we then screened this for articles that
actually contained vignettes, excluding those that simply used the terms ‘vignette’ or
‘scenario’ in passing, or that made reference to using vignettes but which did not actually
present the vignettes.® To this collection we added a small number of articles from our
own private collections that had not been found. In total, this yielded a collection of
154 articles published between 1975 and 2017.

We then scrutinised the vignettes in this collection for any traces of negative stereotyping.
A judgement that negative stereotyping was present required both the attribution of
some specific identity to a subject (an individual or entity) in the vignette as well as some
negative moral evaluation of that subject. In terms of the attribution of specific identities,
we only recognised completely unambiguous attributions. Names, in particular, which
might have been suggestive of identities, were not considered because of the inevitable
possibility of ambiguity in these. The Birtch et al. (2014) article, which initially provoked
our investigation, illustrates the application of this ‘rule’. As we noted in the Introduction,
the names of the ‘baddy’ (“Lai Ming”) and the ‘goody’ (“Ted”) in the vignette were
suggestive of identity. The key word here, however, is ‘suggestive’. It is possible that “Lai
Ming” is not the name of a person from an Asian country or that “Ted” is not akin to
Donald Trump. And so, were it only for these traces of identity we would, somewhat
grudgingly, have given the authors the benefit of the doubt. However, in describing the
context as “A business school in Asia” (p.283), Birtch et al. were unambiguous in their
attribution of an identity.

In terms of the attribution of gender identities, we decided not to code articles as engaging
in negative gender stereotyping if there were subjects identified as both men and women
that were attributed negative moral evaluations. In total, 12 articles out of our collection
did this. In some instances, this decision was not necessarily comfortable. For instance, it
was somewhat challenging to exclude articles where there were five vignettes and four of
them had negative moral evaluations of one gender and only one of the other. However,
introducing exceptions would have opened a methodological can of worms in terms of
specifying these exceptions and so we elected to remain categorical in the application of
this rule.

Finally, when it came to the attribution of some negative moral evaluation to a subject,
it was important to distinguish between the attribution of some actual negative moral
behaviour to a vignette subject and the attribution of temptation to a vignette subject. The
contemplation of an unethical action by a vignette subject does not constitute a negative
moral evaluation. It simply recognises the inherent human capacity to be tempted.
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4.  Findings and discussion

In presenting our findings, we elected to separate out the negative stereotyping associated
with cultural groupings or race from gender stereotyping. This was simply because the
cultural or racial stereotyping and gender stereotyping tended to co-occur in vignettes.
For example, negative moral evaluations might be attributed to “an Asian businessman”.
Such co-occurrences of negative stereotypes complicated our presentation of the counts
of these occurrences and their percentages a little. Looking then at cultural or racial
stereotyping, out of the 154 articles in the collection, we found negative cultural or racial
stereotyping in a total of 28 articles. This represented just over 18% of the collection,
which is alarmingly high in our view. By far the most commonly stereotyped group
were Asian people. Stereotyping of this group accounted for 15 articles where they were
exclusively the target of negative stereotyping and a further two where people from a
variety of Asian countries were targeted along with other groups (Table 1). The USA
appeared in vignettes in a total of six articles, although they were the sole target in only
two. Canada also featured as the sole target in two articles. Other than this, Argentinean,
Australian, Black, British, Greek, Italian, Latin American, Nigerian, Norwegian and “the
third world” people were all the subject of a single instance of negative stereotyping in
a vignette.

Table 1: Frequencies of stereotypes in business ethics vignettes

Stereotyped group Frequency
Asians generally 14
Canadians 2
Argentineans, British, Japanese, Koreans, Norwegians, Singaporeans and people from the USA 2
People from the USA 2
Australians 1
Black people generally 1
People from Hong Kong 1
Italians 1
Latin Americans generally 1
People from the third world generally 1
People from the USA and Greeks 1
People from the USA and Nigerians 1
Total 28

The overwhelming prevalence of this negative stereotyping of Asian people (both
generally and from specific Asian regions) initially struck us as somewhat surprising.
This was particularly so given that we are Africans. And as Africans, we are all too
aware of the persistent negative stereotypes in popular discourses about the people of
our continent. For example, most of these vignettes illustrated instances of corruption,
and countries on our continent consistently find themselves ranked near the bottom
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of corruption perception indices such as Transparency International’s Corruption
Perception Index.® Much the same can no doubt be said of Latin America. Common sense
(in the Gramscian formulation) dictates that we ought perhaps to simply be grateful
as Africans for the small mercy of being spared further negative stereotyping in this
particular literature. However, good sense, emergent out of a rather unpleasant history
characterised by the exploitation of African people legitimised on the basis of salvation
(Allsobrook et al., 2017), dictates that we ought to interrogate this much more carefully.
And in doing this, two particular questions present themselves: (a) Why were there
so few instances of negative stereotyping of groups other than Asian people who are
otherwise so commonly negatively stereotyped in popular discourse?, and (b) Why were
Asian people so frequently negatively stereotyped?

In terms of the first of these, an appropriately cynical interpretation might easily be
that this result is the manifestation of another stereotype altogether, the stereotype
that people from Africa and Latin America are simply perceived not to have a place
in business. People from Africa and Latin America become, to quote Ellison (2014:3),
“an invisible man”. A similar, but somewhat more mechanistic interpretation might
emerge from a consideration of Fiske et al’s (2007) stereotype content model. This would
involve speculation that in a world dominated so strongly by the developed world,
these developing regions, as the out-group, might traditionally find themselves placed
in low-competence categories in Fiske et al’s (2007) model. As such they might have
attracted passive harm (or harm by ignore-ance) as a behavioural response.

In terms of the second of our two questions, the question as to why Asian people were
so frequently negatively stereotyped, one might then be tempted to continue down the
speculative opportunity presented by Fiske et al’s (2007) stereotype content model. This
might involve speculating that people from Asia might not be located within the same
stereotype content quadrants as people from other developing contexts and might thus
be the subject of different affective and behavioural responses. One might, in particular,
speculate that Asian people might find themselves being located in Fiske et al’s (2007)
low warmth, high competence quadrant where they would likely be the victims of much
more active harm as a behavioural response. This might quite conceivably include being
branded as unethical.

While this speculative interpretation does hold much intuitive appeal, it does not, on
its own, capture what emerged from the scrutiny of our collection of articles. What
emerged empirically were the very powerful roles played by particularly prolific
authors and the transmission of vignettes as standard methods through the literature.
In terms of prominent authors, of the 28 articles that contained negative cultural or
racial stereotyping, David Fritzsche was an author or co-author on no less than six (21%)
(Fritzsche, 1988; Fritzsche, 1995; Fritzsche 2000; Fritzsche et al., 1983; Fritzsche et al., 1984;
Wolfe et al., 1998). Negative stereotyping of Asian people was a feature of all of these
except for his collaboration with Wolfe where Latin American people were the target
group. Furthermore, Fritzsche’s contribution to stereotyping in vignettes in the business
ethics literature was not limited to his own authored and co-authored works. In 1983,
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in collaboration with Becker, he first presented a series of ten vignettes, which were
to become one of only a handful of standard sets of vignettes used repeatedly in the
literature for evaluating ethical behaviour or thinking in the business ethics context.” One
of these vignettes was the Rollfast Bicycle Company vignette used to consider bribery
specifically. This was a two-party vignette where the second party was characterised
as a “businessman” from an “Asian country” (Fritzsche et al., 1983:293) seeking a bribe.
Clearly, this person was attributed a specific identity and loaded with a negative moral
evaluation, making this obviously negative stereotyping. Besides his own contributions
that used this Rollfast vignette (Fritzsche et al., 1983; Fritzsche et al., 1984; Fritzsche, 1988;
Fritzsche, 1995), it appeared in no less than four other articles (Barnett et al, 1998;
Kennedy et al., 1996, Kennedy et al., 1998; Lund, 2000; Premeaux et al., 1993). In short, the
influence of Fritzsche can be seen in 10 out of the 28 articles (36%) in which we detected
negative stereotyping, and in nine out of the 14 articles (71%) that negatively stereotyped
Asian people specifically.

In some ways this observation might, at first glance, appear to be somewhat comforting.
Indeed, one might be led to feel that because much of the cultural or racial stereotyping
found in our collection could be attributed to a single author, a single vignette, and a
single target group, this has been a relatively ‘localised’ phenomenon. We believe that
such a sense of comfort would be misplaced. In the first place, none of the cultural or
racial stereotyping that we picked up served any purpose whatsoever. This was perhaps
most remarkably illustrated in Fritzsche’s publications. In his 2007 collaboration with Oz,
the Rollfast vignette was apparently quite comfortably sanitised of negative stereotyping
of Asian people. This was presumably necessitated because the study was conducted
in “an Eastern graduate school” (Fritzsche et al., 2007:338) and the stereotyping in the
original vignette would no doubt have been a source of offence to participants. Similarly,
in the articles by Barnett et al. (1994) and Whitcomb et al. (1998), “Asian country” was quite
comfortably replaced with “foreign country” in the Rollfast vignette specifically. While
it is unclear why Barnett et al. (1994) saw fit to alter the vignette in this way, the same
cannot be said for Whitcomb et al. (1998). As was the case with Fritzsche et al. (2007),
part of their study was conducted in the Far East and again there seems little doubt that
the stereotyping would have been offensive to participants. Interestingly, this dimension
of vignette variance was not mentioned by Mudrack et al. (2013) in their fairly detailed
evaluation of the Rollfast vignette.

Beyond this, we would argue that this sense of comfort would be misplaced because the
fact remains that, in a collection of articles containing vignettes in the business ethics
literature, nearly 20% were allowed through the peer review process containing this
unnecessary negative cultural or racial stereotyping. To further emphasise this point, it
ought to be noted that these articles were not published in fly-by-night journals. On the
contrary, the majority came from top business ethics journals including Business Ethics
Quarterly and Journal of Business Ethics. This finding takes on particular significance
when one recalls the importance of the perceived authority of the source of stereotypes
in their transmission as noted earlier.
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Turning then to the negative gender stereotyping, in spite of our conservative decision
to categorically exclude those articles where there were negative moral evaluations of
both women and men in the same article, we detected negative gender stereotyping in
no less than 38% (59 articles out of 154) of our sample. These negative gender stereotypes
were a feature in vignettes in all three of the standard methods that we found replicated
extensively in the literature (Fritzshe et al, 1983; Brenner et al, 1977; Reidenbach
etal., 1990). As was the case in cultural or racial stereotyping, by and large, these instances
of negative stereotyping were not found in obscure journals. In fact, the vast majority
were once again found in top business ethics journals. Prominent titles included Business
Ethics: A European Review, Business Ethics Quarterly and Journal of Business Ethics. On
a slightly more positive note, there was some evidence that the prevalence of this has
waned over the years (Figure 1).
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Figure 1: Percentage of articles in the collection where some negative gender stereotyping
was detected over time

In terms of who was negatively stereotyped, all but one article in our collection attributed
negative moral evaluations to men rather than women. The question then is, how does
one interpret this? Does this simply imply that there is a stereotype out there that men are
morally inferior to women in the business context? The construction and transmission of
such a stereotype would certainly be supported by empirical evidence if our population
of articles is anything to go by. Out of the total of 154 articles in our collection, ten explicitly
considered the effects of gender on ethical reasoning. Of these ten, six concluded that
women generally exhibited stronger moral reasoning than men (Cohen et al., 1998; Eweje
et al., 2010; Nguyen et al., 2008; Petersen et al., 2010; Smith et al., 1997; Wang, 2008), while
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the remaining four concluded that the results were ambiguous or that there were no
differences (Radtke, 2000; Roxas et al.,, 2004; Schmink, 1997; Weeks et al., 1999). None
of the articles concluded emphatically that men exhibited stronger moral reasoning
than women.

However, as was the case in cultural or racial stereotyping, in the presence of any
negative stereotyping, even the absence of negative stereotypes becomes a cause for
concern and speculation. Given the prevalence of patriarchy in our society, we would
again be tempted to speculate that our “invisible man” (Ellison, 2014:3) explanation for
the relative absence of negative cultural or racial stereotyping of people from Africa
or Latin America holds much explanatory power. In essence, we would be tempted to
venture the possibility that women are seldom negatively stereotyped simply because
they are not seen as having any place in serious business. Certainly, the ‘invisiblising’ of
women in business that has been documented elsewhere (e.g. Baker et al,, 1997; Miller
et al., 1995) lends weight to this speculation. Alternatively, Fiske et al’s (2007) stereotype
content model might again be invoked as an explanation. This would involve speculation
that, in a male-dominated world, women as the out-group might traditionally have
been placed in the low-competence quadrants of Fiske et al’s (2007) model. As such,
they might have attracted passive harm (or harm by ignore-ance) as a behavioural
response. The apparent waning of the prevalence of gender stereotypes generally over
time, as patriarchy has been confronted with increasing vigour (although by no means
overthrown), might perhaps support these latter more cynical interpretations of the
almost complete absence of negative stereotyping of women.

5. Conclusion

In many ways, this article is not really an article at all. It is more of an open letter to the
academic authors, editors and reviewers. It presents an appeal as the conclusion of an
argument that goes something like this:

Premise 1: Stereotyping is undesirable. To requote Fiske (1993b:621):“Without stereotypes,
there would be less need to hate, exclude, exterminate...”, i.e. the practice of stereotyping
is often bad, frequently leading to fallacies and injustice.

Premise 2: The degree to which stereotypes are transferred is influenced by appraisals of
the source of the stereotypes.

Premise 3: The academic literature in general claims great authority as a source of the
best current approximations of truth and is therefore likely to be a very compelling
propagator of stereotypes if they are allowed in.

Conclusion: Academic authors, journal editors and peer reviewers have a particular
responsibility to exercise the necessary cognitive effort to prevent stereotyping finding
its way into the academic literature.

This is our appeal.
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Endnotes

1

94

The terms ‘vignettes’, ‘scenarios’ and ‘cases’ are all commonly used terms to describe what we
refer to as ‘vignettes’ in this article.

Indeed, a large number of reviews covering various aspects of stereotyping already exist.
The edited volume by Dovidio et al. (2010) provides a comprehensive overview. Fiske (2000)
presented a turn of the century review of the stereotyping, prejudice and discrimination
literature. Hilton et al. (1996) reviewed the “How” and the “When” of stereotyping. Several
reviews, including Schmader et al. (2008) and Spencer et al. (2016) have dealt with stereotype
threat specifically. Closely related to this was the work on social stigma reviewed by Major
et al. (2005). Fiske’s (1993a) and Macrae et al’s (2000) reviews of the social cognition literature
drew attention to the cognitive categorisation that underlies stereotyping. Furthermore,
reviews dealing with intergroup social psychology and intergroup relations (Brewer
et al., 1985; Tajfel, 1982), attitudes (Oslon et al., 1993) and gender (Martin et al., 2009) have all
touched on stereotyping.

Source: http://www.eben-net.org/?q=content/call-papers-eben-research-conference-2018
[Accessed 24 April 2018].

For example, African Americans (Steele et al, 1995), Asian American women (Cheryan
et al., 2000) and women in general (Cadinu et al, 2005).

We found 18 articles where the use of vignettes was described, but the actual vignettes used
were not presented. This was a surprisingly high number given the obvious salience of the
actual vignette in interpreting any emergent results as argued by Mudrack et al., (2013).

In many ways, these are themselves profoundly grounded in bias. They are by nature
constructed on the basis of perceptions. And besides this, how else might one explain the
persistent high ranking of European countries such as Switzerland or Luxembourg in spite
of the not-so-secret role of their vast financial services industries in facilitating global
corruption? (See, for example, Van Vuuren, 2017).

Other sets of commonly used standard vignettes would include those suggested by Brenner
et al. (1977) and Reidenbach et al. (1990).
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