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Message from the
Conference Chair
T

he BEN-Africa Conference is an international platform for stakeholders from the
private sector, public sector, non-profit organisations, and academia to come
together and reflect on, discuss and respond to the opportunities and challenges
related to conducting inclusive and principled business in Africa. BEN-Africa’s stated
mission is to strengthen the commitment and competence of Africans to conduct
business with moral integrity.
When we convened in Swakopmund, Namibia, for our 20th annual conference, we
had the opportune time to revisit, critically evaluate and revitalise the foundational
concepts which guide such a mission. What does it mean to be a stakeholder in
today’s African economy? Can stakeholder theory still deliver on its promise for
inclusive and sustainable business practice, particularly in an African context? What
does value and wealth creation mean in today’s society facing multiple and acute
challenges, such as climate change, global pandemics and accelerating
technological change which seem to exacerbate existing inequalities? Are the values
and principles that inform and guide business in the current milieu fit for purpose?
What does values-driven leadership look like from the African point of view? How
do we reinvigorate ethics in African business to restore its transformative and
development impetus?
These conference proceedings reflect valuable research on these foundational
concepts. Six papers were selected after a rigorous double-blind peer review process
and incorporated in these conference proceedings. We trust reading these papers
will be an enriching experience and contribute to further conversations you may
have on business ethics in Africa.
We look forward to welcoming you to our 21st Annual BEN-Africa Conference in
Kigali, Rwanda on the 3rd and 4th of November 2022, where we will explore the
theme of Society, Rights and Business Ethics.

Conference Organising Chair
www.benafrica.org
Email: info@benafrica.org
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BEN-Africa
International
Conferences
BEN-Africa was formed in 1999. The founding conviction of BEN-Africa is that

by bringing together Africans who share an interest in business ethics, business
ethics will be expanded on the African continent.
BEN-Africa Conferences have been held in numerous African countries, thus
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Ethical Implications &
Challenges of AI & RPA
on the South African
Workforce
Poisat, Calitz and Cullen
*Paul Poisat, Nelson Mandela University Business School:
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André Calitz, Nelson Mandela University Department of Computing Sciences:
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ABSTRACT

Businesses are undergoing digital transformation and automating of business processes

and functions. The use of software instead of people to perform particular tasks has become
common practice. Artificial Intelligence (AI) and Robotic Process Automation (RPA) are two
rapidly advancing technological domains altering business processes and how the
workforce operates.
The purpose of this research was to investigate the ethical implications and challenges of the
impact of AI and RPA on the South African workforce. The study followed a qualitative
research design and a survey was conducted amongst experts in leading manufacturing
companies in South Africa. The findings indicate that AI and RPA are increasingly being
implemented in businesses. The study highlights the importance of providing relevant
training for managers and upskilling of employees to negate potential job losses induced by
digital environments. Managerial concern for the adoption of an ethical approach to
retrenchment and unemployment is a major theme identified in this study.
KEYWORDS:
AI, RPA, Workforce demands, Challenges, Ethics.
1. INTRODUCTION
The Fourth Industrial Revolution (4IR) is responsible for the current trend of automation and
digital data exchange in businesses. Industry 4.0 is the digital transformation of
manufacturing and related industries. Digital transformation is the adoption of digital
technology by businesses, in order to improve business processes and innovation (PWC,
2019). An important facet of digital transformation is automating particular business
functions, making use of software technologies instead of people to perform particular tasks.
Despite living in a digital era, numerous work activities are still performed manually, typically
in a back office environment (Chappell, 2016).
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Industry 4.0 introduces changes that are disruptive and that redefine the manner in
which businesses function (World Economic Forum, 2018). The 4IR and its
accompanying technologies can provide solutions to the challenges facing the
African continent (Foresight Africa, 2020). One of the key enabling technologies
identified in the Foresight Africa 2020 Report that will drive Africa’s digital economy
is Artificial Intelligence (AI) (Travaly & Muvunyi, 2020).
AI is the simulation of human intelligence using computer technologies.
Computers are programmed to ’think’ like humans and mimic human behaviour.
A subset of artificial intelligence is machine learning, which refers to the concept
that computer programmes can automatically learn from and adapt to new data
without being assisted by humans. New technologies that implement AI in the
workplace include the use of collaborative robots, Robotic Process Automation
(RPA) and software robots.
The concept of collaborative robots, also known as Cobots, was introduced by
Colgate as an intelligent assist device (Malik & Bilberg, 2017). Cobots are able
to manipulate objects by working directly with a human operator. Software
robots, or bots are utilised within IT ecosystems to automate processes and tasks
traditionally performed by people. RPA is the application of technologies that
assist organisations to perform repetitive work, implement process-based
applications to better deal with structured and unstructured data and to
automate transactions with other digital systems (Caton, 2017). The adoption of
the RPA technology enabled business processes continuity, specifically during the
COVID-19 pandemic (Siderska, 2021).
The significant changes expected in the nature of work as a consequence of new
technological advances, indicate that it is crucial that businesses find ways to
maximise the benefits, while recognising and mitigating related challenges.
Research conducted by Rodriguez-Bustelo, Batista-Foguet and Servalos (2020),
regarding the challenges the workforce face and their preparedness and
acceptance of new technologies, indicated that the workers’ level of education,
as well as work complexity and position were important factors to be considered.
The South African workforce is characterised by a relatively low education level,
with limited computer literacy skills. South Africa's unemployment rate reached
32.6% in the first three months of 2021 (Stats SA, 2021). The unemployment rate
in Africa’s most-industrialised economy, South Africa, has been above 20% for at
least two decades (Naidoo,2021). The South African workforce is characterised
by an oversupply of unskilled workers and a critical shortage of skilled workers
and not enough job creation for the growing numbers of unskilled workers. The
key to any successful country is access to information and skills. These skills
include literacy, numeracy, science and technical skills, which are essential to
increase business productivity and competitiveness (Laubscher, 2018).
The layout of the paper is as follows. In Section 2, the research problem and
objectives are presented, followed by a review of the relevant literature,
outlining research on the use of AI and RPA in modern working environments.
The impact of AI on the workforce and the ethical implications of implementing
AI in the workplace are further discussed. Academic theories relating to the
adoption of AI and RPA in the workplace are discussed in Section 4. The research
methodology and the research design are discussed in Section 5. The research
findings and discussion (Section 6) and conclusions and recommendations
(Section 7) are finally presented.
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2. RESEARCH PROBLEM AND OBJECTIVES
The primary purpose of this study was to investigate the current use, challenges and future
implementation of AI and RPA in the South African manufacturing environment and the
ethical implications of AI and RPA implementation on the South African workforce. In line
with this purpose, the main objective of the research was to conduct a survey amongst
experts working at leading manufacturing companies in South Africa, to determine the
current and future impact of AI and RPA on work processes and the workforce.
In addition, the findings of the study were compared with a similar study, conducted in
2017 (Calitz, Poisat & Cullen, 2017), to determine the shift in perceptions of the impact
of AI and RPA on the South African workforce. Finally, the ethical implications of AI and
RPA on the workforce were investigated.
The research problem investigated in the study was that the challenges businesses face
when implementing AI and RPA in the work environment and the possible impact on the
South African workforce have not been investigated from an expert perspective. The
main research question is: What are the main challenges relating to the South African
workforce regarding the ethical implementation of AI and RPA?
3. LITERATURE REVIEW
Digitalisation and AI are changing the world of work, which means that the current
workforce needs to learn a new set of skills whilst adapting to change continuously (Dondi,
Klier, Panier and Schubert, 2021). Robotics and AI are doing what other automation
technologies have done in the past, that is, using machines and computers to substitute
human labour in a widening number of tasks (Acemoglu & Restrepo, 2018). The tasks
where humans are expected to keep their comparative advantage include managing,
advising, decision-making, reasoning, communicating and interacting (WEF, 2020).
One of the challenges societies and businesses face is how to use the benefits of AI
technologies, whilst avoiding the risks and disadvantages (Rodrigues-Bustelo et al.,
2020). Recent developments indicate that not only repetitive and low skills are at risk but
that automation, robotics and AI can also provide equal or better services than humans,
such as dermatologists, insurance claim adjusters, financial reporters, lawyers and a
number of other professions (Rainie & Anderson, 2017).
Industry 4.0
Industry 4.0 is also known as the Fourth Industrial Revolution and is the current
international trend of automation, the IoT and data exchange in manufacturing
environments. Industry 4.0 refers to the combination of several major innovations in
digital technology transforming the manufacturing sectors. Three aspects of digitisation
form the basis of an Industry 4.0 approach, namely: the full digitisation of a business’s
operations; the redesign of products and services; and closer interaction with customers
(Geissbauer, Vedsø & Schrauf, 2016). A recent study by Pega (2020), which surveyed
3000 senior managers and frontline IT staff, reported that AI is increasing customer
satisfaction, decreasing stress levels and increasing employee satisfaction.
Artificial Intelligence (AI)
Artificial intelligence (AI) refers to machines and computer applications having the ability to
learn and perform tasks usually performed by humans. AI is a wide-ranging tool that
enables people to rethink how they integrate information, analyse data and use the
resulting insights to improve decision-making (West & Allen, 2018). It is generally thought to
refer to machines that respond to stimulation consistent with traditional responses, given the
human capacity for contemplation, judgement and intention (Shubhendu & Vijay, 2013).
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AI algorithms that are trained using historical data are designed to make decisions
using real time data. This data can be in the form of digital information, satellite
imagery, visual information, text or unstructured data (West & Allen, 2018). AI
systems have the ability to learn and adapt as they make decisions. AI empowers
software and robotic devices to acquire knowledge and function independently
without human intervention.
Collaborative robots (Cobots)
The concept of collaborative robots, also known as Cobots, was introduced by
Colgate as an intelligent assist device (Malik & Bilberg, 2017). Businesses are
introducing Cobots because they can interact with humans in a shared workspace,
performing tasks in collaboration with humans. Collaborative robots are robotic
devices that interact physically with humans in a shared workspace (Peshkin &
Edward, 1999). A Cobot can manipulate objects and perform specified tasks in
collaboration with human co-workers. Cobots are designed to work alongside
human workers in production environments, assisting humans with a variety of tasks
(Tobe, 2015).
The adoption of Cobots in the manufacturing environment has reduced the employee
workload drastically. Monotonous tasks, such as assembling components can now be
performed by Cobots on the production line, working alongside human co-workers
with high productivity and consistent quality. Cobots are becoming increasingly
affordable and are highly adaptable. Future developments by Cobot manufacturers
include the use of Big Data, AI and machine learning, which will eventually allow
Cobots to have unrestricted movements they have learned ‘on their own’.
Robotic Process Automation and software robots
Robotic process automation (RPA) is playing a key role in the digital transformation
of businesses, with some enterprises already reaping the benefits of well-established
RPA implementations (Roe, 2021). RPA is revolutionising and automating business
operations and processes. RPA uses software tools to effectively and efficiently
perform work usually undertaken by the workforce, specifically repetitive back-office
tasks. RPA software providers include Blue Prism, Automation Anywhere, IPsoft and
UiPath (Lacity & Willcocks, 2016). According to Jovanović, Durić and Sibalija (2018),
RPA is a technological imitation of a human employee that aims to automate
repetitive labour-intensive tasks more swiftly and cost effectively than a person is
able to complete them.
Kaya, Turkyilmaz and Birol (2019) posit that RPA technologies are bound to significantly
affect the accounting and finance sector and forever transform the accounting profession by
changing the processes and transactions performed in accounting. The utilisation of RPA
and related technologies will lead to decreased costs and increased efficiency and
effectiveness in monitoring and auditing transactions, as fewer humans will be employed in
everyday business operations (Kaya et al., 2019).
Software robots, called bots are used within IT ecosystems to automate processes and tasks
traditionally performed by people. Kanakov and Prokhorov (2020) posit that there are two
common approaches to software robotics. The first approach is to install a software robot in
an employee’s computer where it serves as a digital assistant by performing a number of
minor tasks. The second approach is to create a virtual environment where there may be
hundreds of different software robots functioning simultaneously around the clock. This
latter approach is applicable for cases in which large numbers of software robots are
required to perform a significant number of business tasks.
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Workforce implications
Digitisation and AI impact the tasks performed by humans and will reduce the demand
for labour, but increase productivity (Acemoglu & Restpro, 2018). The workforce and the
quality of work will undergo significant change (Spencer, 2018). New jobs will require
new competencies and new skillsets needed to perform in modern societies, which have
become increasingly complex and will keep evolving as technology-enhanced work
environments evolve. This will require future generations of workers to develop digital
proficiency and lifelong learning capacities at an early age (Kergroach, 2017).
Adaptability, problem-solving, drive, thinking independently and creatively, coping with
pressure and confidence are skills that separate extraordinary workers from average
ones and should be built into the curricula of schooling systems (Wilkinson, 2019). The
World Economic Forum (2020) identified seven skill sets required by every African to
make them more attractive to employers. These include: communication skills, people
management, STEM subjects, strategic skills, critical thinking, a combination of global
and local skills and understanding finance.
Dondi et al.’s (2021) research indicates that high-level skills will become increasingly
important because of automation. Their research identified 56 foundational skills, indicated
in Figure 1. The three main criteria they identified are: 1) add value beyond what can be
done by machines and automation and intelligent machines; 2) operate in a digital
environment and 3) continually adapt to new ways of working and new occupations.

COGNITIVE

INTERPERSONAL

CRITICAL THINKING

PLANNING AND WAYS
OF WORKING

• Structured problem solving
• Logical reasoning
• Understanding biases
• Seeking relevant information

• Work-plan development
• Time management & prioritization
• Agile thinking
• Ability to learn

MOBILIZING SYSTEMS
• Role modeling
• Win-win negotiations
• Crafting an inspiring vision
• Organizational awareness

DEVELOPING
RELATIONSHIPS
• Empathy
• Inspiring trust
• Humility
• Sociability

COMMUNICATION

MENTAL FLEXIBILITY

TEAMWORK EFFECTIVENESS

• Storytelling & public speaking
• Asking the right questions
• Synthesizing messages
• Active listening

• Creativity and imagination
• Translating knowledge to
different contexts
• Adopting a different perspective
• Adaptability

• Fostering inclusiveness
• Collaboration
• Motivating different personalities • Coaching
• Resolving conflicts
• Empowering
• Active listening

SELF LEADERSHIP

DIGITAL

SELF AWARENESS AND SELF-MANAGEMENT

DIGITAL INFLUENCY AND CITIZENSHIP

• Understanding own emotions
and triggers
• Self-control and regulation
• Understanding own strengths

• Digital literacy
• Digital learning

• Integrity
• Self-motivation and wellness
• Self-confidence

• Digital collaboration
• Digital ethics

SOFTWARE USE AND DEVELOPMENT
ENTREPRENEURSHIP
• Courage and risk-taking
• Driving change and innovation

• Energy, passion, and optimism
• Breaking orthodoxies

• Computational and
algorithmic thinking

UNDERSTANDING DIGITAL SYSTEMS

GOALS ACHIEVEMENT
• Ownership and decisiveness
• Achievement orientation

• Programming literacy
• Data analysis and statistics

• Grit and persistence
• Coping with uncertainty
• Self-development

• Data literacy
• Smart systems

• Cybersecurity literacy
• Tech translation and
enablement

Figure 1: Foundational Skills for the Future of Work (Dondi et al., 2012)
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Dondi et al. (2012) identified four broad skills categories: cognitive, digital,
inter-personal and self-leadership, with 13 skill groups and 56 foundational skills
belonging to these categories. These are referred to as distinct elements of talent.
The work environment is changing dramatically and yet the need for learning
remains constant with agility being critical for success. Knowledge is what we know,
wisdom is acknowledging what we do not know and learning and judgement bridge
the gap between the two (Burnison, 2021). Learning is not only important in
organisations, but it is evident that the education system will have to adapt to
prepare individuals for a changing labour market (Rainie & Anderson, 2017).
Gomez, Hernandez and Ocejo (2019) identified two major challenges that
organisations face regarding automation. These are managing employee resistance
to change and attracting talent. They also propose that although many jobs will
disappear, the need for employees will not. Reaping the benefits from these
technologies will bring challenges and will depend on the ability of the labour
market to adapt (Kergroach, 2017). The problem faced in South Africa is that not
enough people are completing education programmes required for the economy
and digital transformation (Laubscher, 2018). Without quality education, little can
be achieved when connecting education and the workforce (Bustillo, 2018).
Tillemann and McCormick (2017) note that policy makers have a limited window to
deal with foundational policy challenges, as allowing computers to make decisions
previously made by humans, poses a number of challenges of which the most
fundamental is safety. Other challenges include legal frameworks, privacy/data
sharing, the environment, ethics, labour, wages, tax and welfare.
Trevino (2020) suggests organisations determine their digital transformation
maturity and re-examine the organisational strategy and cultural mindset
required for digital transformation. The digital transformation maturity model
integrates and assesses the level of readiness and synchronicity of people,
product, process and technology (Trevino, 2020). Personnel are assessed against
their knowledge, training needs and cultural shift (mindset) required for
organisations to become digital. In addition, personnel fears relating to
digitisation including redundancies, adoption of technology concerns, safety and
cultural mind shift changes can be addressed.
Ethics and AI
AI and new technologies present a new frontier for ethics and risk management. The
ethics of AI form part of advanced technology that focuses on robots and other
artificially intelligent agents. It is divided into robot ethics and machine ethics (Siau
& Wang, 2020). Bossman (2016) proposes areas that should be addressed. The first
is the issue of unemployment because of automation, which also highlights the
question of how people will spend their time. Currently, work-life consumes a large
part of everyone’s day. The second issue, is how will wealth created by machines be
distributed? Our current system works on compensation for labour. With
automation, fewer workers will be required leaving the profits of companies in the
hands of a few (Bossman, 2016).
Humans will engage and mix more with machines, which might change human
behaviour and the way people interact with each other. Artificial stupidity and bias
are two other issues that need to be considered. There is also the issue of security.
AI promises enormous benefits for economic growth, social development, as well as
human well-being and safety improvement however, the low-level of explainability,
data biases, data security, data privacy and ethical problems of AI-based technology
pose significant risks for everyone (Siau & Wang, 2020).
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4. ACADEMIC THEORIES IDENTIFIED
In this section, academic theories are identified that underscore the key constructs
included in the study. The introduction of new technologies, such as AI and RPA
would certainly link to the Technology Acceptance Model (TAM) and the Diffusion of
Innovation Theory (DoIT). Drawing on TAM it is evident that people and cultures
differ in their acceptance of new technology (Bagozzi, 2007). Gaining workforce
trust and dealing with safety concerns represent challenges and possible ethical
questions for employers implementing new technologies. The DoIT was considered
as it describes the process through which new innovations and ideas become
diffused and adopted within wider social networks (Murray, 2009). The DoIT
describes the pattern and speed at which new ideas and technologies spread
through a population.
Although the changes brought about by 4IR are technology driven, the Theory of
Adaptation was deemed the most appropriate theory for this study. Adaptation is
considered one of the most important capacities of human behaviour and is defined
as human beings’ active modification of their own behaviours, to adjust themselves
to meet the requirements of a new environment (Zhang, Cui, Zhou, Cai and Liu,
2018). To be attractive to employers in a technology-enhanced environment,
current as well as the future workforce will have to adapt and continuously learn to
keep up with technological advances. Adaptation is not only required by the
individual, but also the organisation. Organisations will have to modify structures
and procedures to cope with the changes the 4IR brings (Purna, 2017).

5. RESEARCH METHODOLOGY
The research study followed a positivistic research philosophy and the approach was
deductive, exploratory and qualitative. The research utilised a questionnaire with
four open-ended questions. Purposeful sampling was used in the study to identify 27
knowledgeable and experienced professionals with a knowledge of AI and RPA
implementations in South Africa. Ten respondents were identified from a list of
participants who attended and participated in the Institute of IT Professionals of
South Africa (IITPSA) webinar in 2021 on the topic ‘AI in Africa’. Specific
knowledgeable respondents who participated in the 2017 study were also
approached to participate in the study. Thirteen fully completed questionnaires,
completed by respondents in South Africa, were used and analysed for this study.
A URL link was distributed to the participants requesting them to complete
the qualitative questionnaire. The structure of the questionnaire was as
follows: section one covered demographic information, such as gender,
industry, current position, education, city and knowledge of and experience
with the implementation of AI and RPA in the workplace. Section two
contained the following questions:
•
•
•
•

What do you consider are the challenges for S.A. businesses that
implement AI and RPA?
In your opinion, what are the workforce training needs required for the
use of AI and RPA in an organisation?
What demands will be placed on an employee interacting with an AI
application or being part of a RPA process?
What, in your opinion, are the ethical considerations of implementing
AI/RPA in the workplace?
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The questionnaire was compiled from literature and based on similar studies (Calitz,
et al., 2017). The university statistical consultant and two other academics
participated in a pilot study to ensure the face validity of the research instrument.
The results were analysed using both content analysis and thematic analysis. The
responses were initially analysed using the software package, AtlasTi and the results
visually presented using Theme Frequency and Association Diagrams (TFAD). TFAD
shows the themes identified, the number of respondents that mentioned the theme
and the associated themes. The association highlights the fact that respondents
mentioned more than one theme in their responses.
Ethics approval was obtained from the University Ethics Committee: H21-BES-BUS-039.

6. RESULTS AND DISCUSSION
Calitz, et al. (2017) conducted a study that determined the impact of the use of
collaborative robots in manufacturing on the African workforce. Consequently, a
secondary aim of this paper was to compare the findings with the findings from
the 2017 study, in order to determine if there was a shift in perceptions of
respondents, over the past 5 years, towards introducing these new technologies
to the South African workforce.
The respondents who participated in the 2017 study (Table 1), included IT
managers, plant or system engineers, production managers and a technology
specialist. The companies represented in the 2017 survey were automotive
manufacturers and suppliers, automation suppliers and component
manufacturers. Five respondents had experience regarding the use of Cobots in
manufacturing and seven had no experience but they had knowledge and an
understanding of the field.
The survey conducted in 2021 was completed by 29 national and international
qualified and experienced participants. The responses of thirteen participants
from South Africa, working mainly in the manufacturing sector were analysed for
this paper, in order to compare the findings with the 2017 study. The industries
represented included automotive (n=3), manufacturing (n=2), IT (n=6) and
engineering (n=2). Five participants who participated in the 2017 study also
participated in the 2021 study, including the one female participant (Table 1).
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2017: IMPACT OF COBOTS ON
WORKFORCE
PARTICIPANT GENDER

2021: IMPACT OF AI AND RPA ON
WORKFORCE

INDUSTRY

POSITION

PARTICIPANT
P1

GENDER

INDUSTRY

POSITION

Male

Engineering

Manager

Male

Engineering

Control
Systems
Manager

Male

IT

Solutions
Architect

Male

IT Automation

Lead
Architect

Male

Retail

Enterprise
Architect

Male

IT Automotive

Development
Manager

Male

Manufacturing

MD

C-P1

Male

Manufacturing

Operations
Manager

C-P2

Male

Automotive

IT Manager

C-P3

Male

Automotive
Equipment

Director

C-P4

Male

Robotics
Suppliers

Manager

C-P5

Male

Robotics
Equipment

Control
Systems
Manager

C-P6

Male

Automotive

IT Manager

C-P7

Female

Automotive

IE/PS
Manager

P7

C-P8

Male

Automotive

Planning
Manager

P8

Female

IT Logistics

IT Project
Manager

C-P9

Female

IT

Business
Manager

P9

Male

IT Banking

Software
Engineer

C-P10

Male

Industrial
Control and
Automation

Systems
Engineer

P10

Male

Automotive

Data
Analytics

C-P11

Male

Automotive

Technology
Specialist

P11

Male

IT

CIO

C-P12

Male

Manufacturing

IT Manager

P12

Male

Manufacturing

Manager

P13

Male

Automotive

Manager

P2

P3

P4

P5

P6

Table 1: Respondents in the 2017 and 2021 studies
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The major challenges identified in 2017 for South African businesses that introduced
Cobots were resistance from unions (n=5), implementation costs (n=5), training
and up-skilling (n=10), and addressing the employees’ fears of retrenchment and
unemployment (n=7) (Figure 2). At the management level, the exposure and
benefits of introducing new technologies (n=3) were highlighted. Respondent C-P5
indicated that “knowing what is available in the market place, how it can provide a
competitive advantage and be beneficial to the company” are the major issues for
senior management.

Figure 2: Challenges and demands of Cobots on the workforce.
Source: Theme Frequency and Association Diagram. Authors’ own construction.

Training and education were identified as important factors for the introduction of
Cobots. The major training needs for the introduction of Cobots were technical
training, trust, safety, understanding robotic functionality and employee-Cobot
interaction. The challenges relating to trust and safety can be addressed by
education and training. Seven respondents indicated that they believe culture has
an impact on introducing new technologies, such as Cobots. The themes relating to
culture were work ethic, trust, communication and inter-personal relationships.
Inter-personal relationships are important, as respondent C-P11 indicated that “The
black African culture is very focused on relationships”.
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Figure 3: Challenges, training and demands on the workforce
Source: Theme Frequency and Association Diagram. Authors’ own construction.

The thirteen respondents identified various challenges when introducing and
implementing AI and RPA applications into the workplace. The theme identified by
all participants was that management had to have the knowledge and
understanding of the capabilities of these applications. In addition, the digital
transformation of the businesses must be in an advanced stage (n=5). Respondent
P1 indicated that “knowledge about the possibilities of AI is one challenge for
management”. The ‘learning curve’ introducing these new technologies is a major
challenge, linked to having qualified IT technical skills. Participant P4 stated that
“The main challenge is business understanding with regard to this technology.
A huge challenge is the reskilling of our workforce”.
Introducing new technologies requires the workforce to be educated and trained, as
indicated by the majority (n=10) participants. Training, re-skilling and having an
educated workforce remained a major theme, similar to the 2017 study. Participant
P11 indicated that “The limited skilled personnel with the required skills to
implement and maintain these systems” remains a challenge. Participant P1
indicated that “The workforce needs to be convinced that RPA an AI are there to
assist them and not as a drive to replace their jobs on a large scale”. Participant P8
further indicated that the “Lack of skills and lack of understanding the functionality
and benefits of these new technologies remain a challenge”. P7 indicated “High
levels of computer literacy are required” and P13 specified “Training has to start with
the awareness on which AI and RPA services are already available”.

ETHICAL IMPLICATIONS & CHALLENGES OF AI & RPA ON THE SOUTH AFRICAN WORKFORCE

PAGE 17

BEN-AFRICA’S 20TH ANNUAL CONFERENCE: CONFERENCE PROCEEDINGS 2021

Businesses wanting to implement AI and RPA need to have employed or acquire
experienced IT professionals. Participant P6 indicated that the “leadership in
organisations would be able to make use of bright young minds to make use of
these tools to the benefit of South African businesses”. Participant P3 indicated that
“if the company is doing the AI internally, then skilled engineers need to be
onboarded as the learning curve for existing employees may be too steep” and P5
“AI - this will require people with a Data Science background”.
Retrenchment and unemployment did not feature as a major theme in this study,
contrary to the 2017 study on the impact of Cobots on the workforce. Participant P1
indicated that “Companies may get resistance due to the notion that RPA and AI
replace jobs. The challenge for smaller businesses is the initial costs of some of the
RPA solutions and lack of internal expertise to implement such a solution”. The cost
of implementing the new technologies still remains a challenge.
Digital transformation is the process where businesses use digital technologies to
create new or to modify existing business processes. Digital transformation and
specifically for AI, data availability emerged as a major theme, linked to
management having a good understanding of the capabilities of new
technologies. Participant P2 indicated that “Data quality and availability for AI
will be a challenge”.
The demands placed on the workforce (Figure 3) included understanding the
capabilities of the new technologies and that the workforce has to learn new skills to
use the technologies. Participant P1 indicated that workers need to “Understand
what the RPA robot (bot) can and cannot do” and P4: “The main demand will be to
understand how this technology can assist in day-to-day work”. Participant P8
indicated that employees needed an “Understanding of the applications as well as
how to use it efficiently and effectively so that productivity is enhanced” and P13
added “Individuals will require a basic level of computer literacy in order to
understand what the AI / Bot does”.
The impact of the technologies on business processes were emphasised by a number
of respondents. Participant P10 indicated that “An understanding of the business
process would remain key as these technologies will support the business process”.
P12 suggested that “Employees need to be flexible to adapt to the ever changing
business needs. They need to be quick to learn and unlearn new skills and
capabilities”. However, businesses need to take cognisance of the new technologies,
as participant P9 said: “Going forward we have major plans to implement AI”.
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Figure 4: Ethical implications relating to AI and RPA
Source: Theme Frequency and Association Diagram. Authors’ own construction.

The respondents were asked the question: “What, in your opinion, are the ethical
considerations of implementing AI/RPA in the workplace?” (Figure 4). The responses
focused mainly on the management and adoption of new technologies and the possible
impact on the further education and re-skilling of employees. The major themes that
emerged regarding the ethical implications of implementing AI and RPA in a business,
focused on the ethical considerations and behaviour by management (n=12), the focus
on employees (n=12) and employee education, training and upskilling (n=8).
Retrenchment and job losses remained an ethical concern (n=12) and a new theme
emerged, AI and RPA governance (n=7).
The respondents highlighted the importance of businesses adopting new and modern
digital technologies, however, they highlighted that this must be done ethically with
limited retrenchments. Participant P13 said “This will lead to job losses which could be
construed as unethical... but if we don't keep up with development we will all be out of
a job soon”. Participant P4 indicated that “The introduction of smart automation should
always be a people-first initiative” and participant P8 stated that “The aim of AI and RPA
is not to retrench people. If jobs are made redundant, people should be put into other
roles”. Participant P8 stated that “If employees feel their jobs are not at stake, they will
be more open to adopting AI and RPA” and “AI and RPA should be used selectively and
not in areas where the human touch is still required”.
Tillemann and McCormick (2017) indicated that the managerial challenges businesses
face include privacy/data sharing, the environment and ethics. Five respondents in this
study highlighted the theme, the POPI act, privacy issues and surveillance. The study
further highlighted the importance of new roles workers can perform which require
human skills. The retention and upskilling of the existing workforce in terms of digital
technologies is crucial, specifically improving their digital IQ (PWC, 2019).
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9. MANAGERIAL IMPLICATIONS
Training, re-skilling and having an educated workforce remained a major theme
identified in both studies. The theme identified by all participants in the 2021
study was that management had to have the knowledge and understanding of
the capabilities of AI and RPA applications. New technologies, such as AI, RPA
and Cobots can conduct repetitive and monotonous processes allowing humans
to focus on advanced jobs. Technological change requires the workforce to adopt
a life-long learning approach and to re-skill and remain agile in four main
categories namely cognitive, digital, inter-personal and self-leadership. These
areas are particularly relevant to distinguish elements of talent in a digitised
work environment. Humans and Cobots can jointly perform an assembly process
in a collaborative environment. Managers need to be aware of the declining
costs and the increased availability of Cobots.
Culture plays a significant role in developing trust when new technologies, such as
AI, RPA and Cobots are introduced in the work environment. The type of
communication required for new technology adoption varies between cultures.
Therefore, managers must take cognisance of employees’ fear of unemployment
and provide training, re-skilling opportunities and provide life-long education.
South African businesses do not have the option of not following Industry 4.0,
international trends and human-machine collaborative work practices.
New jobs will require new competencies and new skillsets to perform in modern
societies, which have become increasingly complex and will keep evolving as
technology-enhanced work environments evolve. This will require future
generations of workers to develop digital proficiency and lifelong learning
capacities at an early age (Kergroach, 2017). The older workforce employees
remain concerned about retrenchment, however the younger workforce accept
the
challenges
brought
about
by
introducing
new
technologies
(Rodriguez-Bustelo et al., 2020).
It is imperative that organisations make learning a priority and that they collaborate
with educational institutions so that scholars and students are well prepared for the
skills required for the new world of work. Education and business must work
together to minimise the gaps in employability and to ensure that money is well
spent on learning that is appropriate and relevant for when graduates start working
(Wilkinson, 2019). Business leaders should reimagine 4IR as a unique opportunity
and not as a problem (Deloitte, 2018).
10. CONCLUSIONS, LIMITATIONS AND FUTURE RESEARCH
The most relevant question to businesses, governments and individuals is not to
what extent automation and augmentation of human labour will affect current
employment numbers, but under what conditions the global labour market can be
supported towards a new equilibrium in the division of labour between human
workers, robots and algorithms (WEF, 2020).
Businesses are experiencing digital transformation and specifically for AI, data
availability emerged as a major theme, linked to management having a good
understanding of the capabilities of new technologies. Businesses wanting to
implement AI and RPA need to acquire experienced IT professional skills. The Theory
of Adaptation was deemed the most appropriate theory for this study. The workforce
has to adapt and modify their own behaviours, to adjust themselves to meet the
requirements of a new environment (Zhang et al., 2018).
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Skill sets required by every African to operate within a technology-enhanced work
environment include: communication skills, people management, STEM subjects,
strategic skills, critical thinking, a combination of global and local skills and
understanding finance (World Economic Forum, 2020). Development of these
critical future skill sets demand sound foundational education. Current school
curricula require re-examination in order to provide candidates with the necessary
talent appropriate to the new world of work.
The respondents highlighted the importance of businesses adopting new and
modern digital technologies. This must however be done ethically with limited
retrenchments. Ethical and moral issues related to AI and robots are critical and
need to be addressed urgently and not as an afterthought (Siau & Wang, 2020).
Businesses will be well advised to utilise the digital transformation maturity model
for integrating people, product, process and technology whilst acquiring the
requisite mindset for digital transformation (Trevino, 2020).
West and Allen (2018) propose that innovation and human values need to be balanced
with regard to AI. They recommend the improvement of data access, increasing
government investment, advisory committees, policy formation, controlling bias and
maintaining mechanisms for human control and management. This study highlighted
the importance of management acting ethically, managing the governance of AI and
RPA and the importance of workforce education and training.
The COVID-19 pandemic is forcing many businesses to investigate new technologies
and among the most sought after are AI and RPA (Roe, 2021). Businesses need to
implement new technologies to remain competitive in the global market place. The
impact of new technologies, such as AI and RPA on the workforce remains a
concern. The limitations of the study are that it was qualitative, using a purposive
sampling strategy with 13 South African experts in the field who participated in the
study. Future research will focus on a national quantitative survey amongst leading
business experts.
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ABSTRACT

In the last two decades, anti-corruption initiatives have enjoyed a priority status in the

agenda of many countries, but mainly in developing countries, including the country in
this case study – Mozambique. However, these initiatives have yielded feeble to no
results when it comes to reducing corruption and its nocive effects, and in the case of
some countries, the corruption became even worse (Person et al., 2010). In this study, a
qualitative exploration of the main concepts and theories that mould the anti-corruption
movement will be offered to highlight how a different and maybe more appropriate
approach may be explored.
KEYWORDS:
Corruption, Collective action, Political settlements.
INTRODUCTION
Georg Kell, the United Nations Global Compact executive head, said that "corruption
impedes the development of markets, drives away investment, increases the costs of doing
business, and undermines the rule of law" (United Nations Global Compact, s.d.).
The last two decades or more have seen the rising of the anti-corruption movement,
with growing international activism and investment in anti-corruption reforms
(Johnston, 2018). The detrimental effects of corruption on the economy of countries and
the quality of life of its people has been the driving force behind the rising concerns.
Shah and Schacter (2004) have rightfully argued that “corruption is shown to affect GDP
growth adversely". There is no doubt that the reduction of corruption would reduce the
costs of doing business and contribute to the sustainability of business (Brew & Moberg,
2006). Corruption is condemned universally, and significant investments and resources
have been allocated to fight it. Albeit the fight against corruption has been part of the
agenda of most countries and international organisations and a considerable number
of initiatives and strategies are designed to curb it in countries with systemic corruption,
few advances and success can be reported (Johnston, 2018; Person, Rothstein, and
Teorell, 2013). As an example, like most sub-Saharan countries, Mozambique is a signatory
to most international anti-corruption instruments, having ratified most of them, giving them
the strength of law in the country. It also has a national legal framework for the prevention
and fight of corruption. Corruption is criminalised in both the public and private sectors.
However, it has shown no improvements through the years and has even derailed the
international corruption indexes measurements (CIP, 2016).
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So the question that we should ask ourselves is, where are we failing? What is
dictating the lack of success of the anti-corruption efforts? In order to understand the
reasons behind such feeble or negligible improvements, among other factors, we
need to revisit the general concepts and definitions that have dictated the design,
selection and prioritisation of the anti-corruption initiatives, strategies and policies
adopted. We need to understand how the widely accepted principal-agent approach
to anti-corruption has moulded the concepts. We need to acknowledge the different
factors dictating the minimal to failed stories of the anti-corruption reforms. Person
et al. (2010) suggest that part of the failure of anti-corruption reforms in countries
with systemic corruption is "based on a theoretical mischaracterisation of the
problem of systemic corruption". They propose that, instead, systemic corruption
should be seen as a collective action problem and addressed differently than it is
suggested by the principal-agent theory (Person et al., 2010). Through the review
and analysis of existing literature and case studies, this paper suggests that a
collective-action approach to anti-corruption is the most appropriate approach in
countries with systemic corruption, an approach that looks at Khan's political
settlements frameworks and studies contextually how the power structures in the
specific society are defined and how they make use of their bargaining power. We
suggest that through the collective association of organisations whose utilities will
be better served by reducing corruption and improving governance, change can be
induced. Furthermore, to induce change that leads to corruption reduction, such
collective associations need to have a strong ethical and integrity framework. In the
following sections, brief explanations will be offered of the following: the concepts
and theoretical framework used in this research; an overview of the Mozambican
political and economic background and context; an indication of how and why the
principal-agent approach has not been successful in the Mozambican context; a
consideration of the collective action approach as a better option for Mozambique;
and a few closing remarks in the form of a conclusion.
CONCEPTS AND THEORY
The definition of corruption is still an open issue; this paper will not try to offer a
definition nor adopt the definition advanced by Transparency International (2021),
that corruption is "the abuse of entrusted power for private gain”.
This paper aims to present the hypothesis that the above definition and the resulting
anti-corruption theory developed based on it – the principal-agent theory – are
flawed, as it ignores other more contextual perspectives on anti-corruption studies
and that the fact that this theory has been at the centre of the design and
consequent failure of a significant number of anti-corruption initiatives. The
principal-agent theory defends that corruption occurs when one party, an agent, to
whom another entrusted a power, the principal, misuses such power and, instead of
acting in the principal's best interest, acts in his (agent’s) personal interest
(Pozsgai-Alvarez, 2020).
This paper does not deny the validity of the above theory, and it is essential to
understand that this paper does not deny the value of the principal agent's theory
and approach and all concepts that come with it, such as conflicts of interests,
information asymmetry and others. However, the argument is that: (i) there is a
need to understand that it is not the only theory to explain corruption, and (ii) in
countries where corruption is endemic, we need to combine it with other approaches.

COLLECTIVE ACTION AGAINST CORRUPTION: COULD THIS BE THE SOLUTION FOR
MOZAMBIQUE AND OTHER AFRICAN COUNTRIES’ ETHICAL CHALLENGES?

PAGE 25

BEN-AFRICA’S 20TH ANNUAL CONFERENCE: CONFERENCE PROCEEDINGS 2021

The principal-agent theory focuses on the utility that corruption has to the agent, i.e.
where the benefits of corruption outweigh the costs to the agent with a firm reliance
on the belief that there will be principled agents to enforce the rules and penalties
for corrupt behaviour on defaulting agents (Person, et al., 2010; Pozsgai-Alvarez,
2020). This approach completely ignores other contextual factors such as social and
cultural factors that mould people and group’s behaviours, failing to explain why in
countries with widespread corruption, interventions focused exclusively on
increasing the costs of corruption to the agent do not succeed (Gephart, 2009).
In this research, I want to explore another approach to corruption, where the
contextual factors help determine the types of policies and interventions to be
implemented, and this will be done with Mozambique and its contextual specificities
as the case-study. The focus will be mainly on factors such as why people, in
general, condemn and understand the nocive nature of corruption and yet they still
engage in it daily. I will also try to explain why balancing the costs of being honest
and not acting corruptly is seen as individually more costly than being corrupt by the
vast majority of the population. This happens in societies/countries where corruption
is the expected behaviour and the general belief of the people in those societies is
that they have more to lose by not acting corruptly, and that their choice to not act
corruptly will not make a difference as every other person in their position would act
corruptly and reap the benefits that she/he will lose by acting with integrity
(Colombato, 2003).
With that in mind, this paper will try to offer an alternative view on ways to draft
interventions and strategies that may lead to the engagement and organisation
groups with common interests that will want to enforce their rights in what Khan
calls political settlements. According to the political settlements framework, the
effectiveness of institutions (the agent in principal-agent theory) is defined by more
than the institutions themselves; their effectiveness is linked to the social context
where they exist and the power dynamics between the institutions and the
organisations that operate under them. Khan (2017 P.640) defines political
settlements as "a description of the distribution of power across organisations" which
"describes the likelihood of particular organisations' holding out' in contests seeking
to influence institutional outcomes" (Khan, 2017).
In line with this approach, the history and factors behind the power of these political
settlements to mobilise, incentivise, lead and guarantee the desired rewards to the
right people and networks are essential to understand how change is driven in that
particular society and/or country and how the equilibrium in the distribution of
benefits and protection of interests is achieved (Khan, 2017).
Another important element in this research and an essential part of the collective
actions approach is what Marquette and Peiffer (2015) term "corruption as
problem-solving". It refers to a need to understand corruption in terms of what
benefits it brings to certain individuals and groups, in terms of how certain people
and or groups sometimes use corruption by providing them with means to deal with
certain situations and to solve certain problems. According to Marquette and Peiffer
(2015 p. 8) there is a need to see corruption not only as a problem but also from
another viewpoint: one needs to acknowledge that in "some contexts, corruption
and patron-clients networks persist because they provide solutions to problems that
some people face" or in other cases "for many as the only way to gain access to
services" (Marquette & Peiffer, 2015).
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Although Marquette and Peiffer separate this as a third approach, this paper takes
it as a vital part of the collective action approach. The utility of corruption is part of
understanding the contextual factors and is key to inform how corruption serves the
existing power settlements and what new means to address those needs may be
implemented. It is also an element that will inform the strategies to create, develop
and empower new power settlements in such a way that they become sustainable
and manage to acquire the right amount of bargaining power that will allow them
to influence change and the necessary institutional efficiency for the promotion of the
control and enforcement elements of principal-agent approach strategy effectiveness.
MOZAMBIQUE - AN OVERVIEW
Mozambique is a south-eastern African country, with more than 31 million
inhabitants; The vast majority of this population live in rural areas. The country has
a long coastline of about 2.500Km and is well located with three strategic seaports
that service many of the landlocked neighbouring countries that thus depend on
Mozambique’s transport corridor for access to the global market (Worldbank, 2021).
After independence from the colonial power of Portugal in 1975, Mozambique had
a long-lasting civil war, with FRELIMO's government forces on one side and
RENAMO rebels on the other side. The civil war ended with the revision of the
constitution in 1990 that dictated the adoption of multi-party democracy and the
signing of a Peace Accord between FRELIMO and RENAMO, under the supervision
of the UN in Rome in 1992 (Worldbank, 2021).
Despite the peace accord, RENAMO maintained its military bases and episodes of
armed confrontations and violence re-surfaced after RENAMO lost the elections
resulting in two subsequent peace accords, the latest one reached in August 2019
(Worldbank, 2021).
For approximately 4 years, the country has been facing a violent military insurgency
in the north of the country, in the gas-rich province of Cabo Delgado, with
thousands of civil fatalities and refugees (Worldbank, 2021).
FRELIMO has been the ruling party since its independence from the colonial
dominium of Portugal in 1975 and has won every single election since the
implementation of its multi-party democracy and first elections in 1994, making the
country a classic example of a one-party democracy.
After almost 32 years of democracy, "the country's quality of governance is still poor,
and corruption is present at all levels of society" (Martini & Ardigo, 2014). In the
country's latest elections there were serious allegations of electoral fraud by
opposition parties and independent and international election observers. However,
Filipe Nyusi, the president of FRELIMO, was elected with 73% of the vote (Bak,
2020). Bak (2020) rightfully points out that “overall, the election validated fears that
the fragile democracy of Mozambique is in decline” (Bak, 2020).
In terms of the political dispensation, in practice, although prescribed by the
Republic's constitution, there is no real separation of powers between legislation,
executive and the judiciary (BTI, 2018). This is mainly because the president holds
the power to nominate the Attorney General and senior members of the judiciary.
Also, on the one hand, these spheres of government have a budgetary dependence
on the government, and on the other hand, FRELIMO, the ruling party, has a
majority seat in parliament and parliamentary decisions show a significant level of
party alignment (BTI, 2018).
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As an example of the above, in 2013, a cumulation of $2 billion in public debt –
hidden debt - was contracted by senior FRELIMO figures to constitute and finance
three parastatal enterprises, without following the legal framework for issuance
of sovereign guarantees, contravening the Mozambican budget law, probity law
and violating the constitution (BTI, 2018). After being uncovered, the
aforementioned debts were included in the national debts, and the bonds on the
state budget validated, against the will of opposition parties represented in
parliament and civil society organisations (BTI, 2018).
The country has “weak public administration standards, a weak judiciary and a
lukewarm commitment to fighting corruption” (Martini & Ardigo, 2014). Added
to all aforementioned as pointed in the BTI report: "membership to the ruling
party is a de-facto prerequisite for access to the public administration and any
career in the justice system" (BTI, 2018). Heavy rent-seeking activities
characterise Mozambique's economy by elites as patron-client networks
characterise the country's politics (Bak, 2020).
Until 2016, Mozambique had one of the fastest-growing GDPs on the African
continent, around 7% to 8%; however, this growth was linked to the extractive
industries (Bak, 2020). It is a country rich in natural resources and vast amounts of
natural gas were discovered in 2012. However, these decade growth rates were
accompanied by neither structural transformation nor industrialisation (BTI, 2018).
Agriculture absorbs most of the labour force (about 70%), however, it is not a great
revenue source as it is mainly subsistence agriculture with low productivity levels
(BTI, 2018). The informal sector is still the dominant sector of the market; most of the
population is self-employed (BTI, 2018).
Mozambique has high levels of poverty and inequality, with most of its population
living below the poverty line. It is amongst the lowest ranked countries globally in
terms of the human development index (Martini & Ardigo, 2014); it ranks 180 out of
189 countries.
According to a report by Martini and Ardigo (2014): “corruption indicators from the
past decade demonstrate that Mozambique has not made significant advances in
the area of governance and control of corruption” (Martini & Ardigo, 2014).
Unfortunately, 7 years past that report, Mozambique shows negative movement and
has lost some positions on the central global governance and anti-corruption
rankings (Bak, 2020).
“Corruption in Mozambique is systemic, and the country ranks poorly on most
corruption indices”, as stated by Bak (2020) with a score of 26 out of 100 on the
2019 corruptions perceptions index and ranking 146 out of 180 countries. "The
world bank's 2018 worldwide governance indicator places the country in the bottom
25% globally in terms of its power to control corruption" (Bak, 2020).
A national corruption index survey commissioned by the Ministry of public services in
2010 showed that “in general, police, licensing department, procurement units and
customs services, and the health and education services are considered the most
corrupt institutions by businesses and households” (CIP, 2016). The survey also
pointed out to the justice sector as one of the most corrupt sectors (CIP, 2016).
The survey mentioned above identifies politicians, government officials, large
multinational businesses, and drug traffickers as the most influential parties in
corrupt practices (CIP, 2016).
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There is no private ownership of land in Mozambique as all land belongs to the
state, but land-use concessions can be given for periods up to 50 years with
renewal possibility (BTI, 2018). The legal framework for land use is sound, and
on paper, allows strong protection of rights. However, the real situation is
different as the property rights registration percentage is deficient (BTI, 2018).
Mozambique has various forms of corruption. The country, as described by Ngo
and Tarko , can be identified as a crony capitalist country, while de facto “lacking
universal property rights protection, do protect the rights of well-connected
individuals. (…) because there is an overlap in family ties between the property
or business owners and the political elites” (Ngo & Tarko, 2018).
According to Bak's report, "the state apparatus acts as a strong gatekeeper of
Mozambique's economy, enabling elites to capture and control economic
opportunities and rents" (Bak, 2020). Furthermore, according to CIP (2016),
Mozambique "is an order in which access to benefits is limited to those belonging
to the established hegemonic elites and those who support them in a clientilist
relationship” (CIP, 2016).
There is also widespread corruption in public services, namely petty or
bureaucratic corruption. The country has the highest bribery rate in southern
Africa, according to the percentage of Mozambican respondents of the 2019
Global Corruption Barometer for Africa pointed out Bak (2020). This is also true
when it comes to doing business and or investment in Mozambique, as the need
to obtain a significant number of permits creates opportunities for rent-seeking
through bribes and facilitation payments (Bak, 2020).
Mozambique has a budgetary dependency on donors. About 25% of the state
budget derives from foreign aid and is conditional to the adoption of
developmental policies, strategies and action plans, to which the government
abides, passing legislation and policy and designing actions plans accordingly.
However, the implementation of such policies is absent or very flawed (BTI,
2018).
Mozambique is a signatory to most international anti-corruption instruments and
ratified them, giving them the strength of law in the country and making them
legally binding. It also has a national legal framework for the prevention and
fight of corruption. Corruption is criminalised in both the public and private
sectors. However, this legislation is not fully enforced due to a lack of structural
tools for its implementation that can in part be attributed also to the lack of
political will (CIP, 2016).
According to the BTI report, "the existing democratic institutions have produced
over the last years an adequate legal framework. However, the implementation
of most regulations falls short of expectations. This is due to lack of executive
capacity or worse, lack of political will" (BTI, 2018)
The attorney's general annual report to parliament is still not reflective of the
actual state of corruption in the country, as pointed by the central anti-corruption
agency. It focuses more on petty corruption, not covering major corruption cases
that involve government officials (CIP, 2016).
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WHAT IS GOING WRONG?
Mozambique's approach to anti-corruption and that of many other countries
around the world and in Africa specifically has implemented the legal framework
and formal institutions 'necessary' for the fight against corruption. However, very
little success has been achieved, and a reason for this is that this approach relies
heavily on political will to implement the necessary reforms and to enforce the
legal rules. However, it fails to address those contextual issues that we have
been discussing here that may lead to the lack of that "political will". Corruption
may have a utility value for political elites and at times may be the only way to
maintain their power unthreatened and also achieve some stability (Marquette &
Peiffer, 2015; Khan, 2018; Person et al., 2010).
Usually, it is the productive organisations, whose sustainability is dependent on
complex relationships with similar organisations and the state, that want the
security of actual enforcement of the rule of law, in order to protect them against
market and policy distorting behaviours that may jeopardise their capacity to
grow and generate returns on their investments. However, whether these
organisations will be able to do so will depend on their power to influence and
mobilise other like organisations to use their power to pressure institutional
change (Khan, 2018).
Political elites hold economic power in Mozambique. The economy is based on
patron-client relationships that, more times than not, violate the rule of law. For
this reason, organisations holding power do not have an interest in the
enforcement of the well enacted and sound laws that would restrict their power
to acquire rents and redistribute, which means that they have an interest in
maintaining the levels of transparency and accountability as low so as not to
threaten their power (Marquette & Peiffer, 2015). Khan also explains this very
well when he states that "powerful organisations in developing countries are
generally not productive organisations (…) as a result, they typically do not want
enforcement of a generalised rule of law" (Khan, 2018).
WHAT OPTIONS ARE THERE?
It is established that in many developing countries, political elites use corruption
for political mobilisation and redistribution. They use it to benefit those power
settlements that protect their power, and this is mainly due to structural political
and economic factors. Marquette and Peiffer (2015 p. 8) point out that due to the
"high dependence on subsistence farming and informal employment, the taxable
sector of the economy is often too small to serve as a source for redistribution
through the budget". Corruption and patron-client relationships become the best
way for people to maintain political stabilisation.
Any hope of reversing the scenario in Mozambique requires a diversification
of the economy to promote the establishment of new power settlements able
to organise themselves more formally, rather than informally, as it is the norm
now. The local content framework surrounding the extractive sector
investments needs to be developed to promote the private sector and the
economy's formal sector, promoting the creation of employment opportunities
(BTI, 2018). This includes the removal of restrictive policies and regulations
that allow the creation of rents, obstacles and/or challenges to private
investment in productive activities (Khan, 2006).
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Only the promotion of the private sector and other sectors of society, such as civil
society, will be able to create new power settlements that will be able to create
the needed checks and balances that will promote the decrease in the impunity
of the existing power settlements that disrupt the existing institutions.
Developing the private sector will improve the state fiscal collection capacity, as
the development of the formal sector will give way to more collection of taxes by
the state, as organisations that become productive this way and have bargaining
power will be willing to pay taxes to promote the state capacity to protect their
rights and the enforcement of the rule of law (Khan, 2006).
Sector-focused strategies are also a potential avenue to promote the
establishment of new power settlements, i.e. the creation of sector coalitions that
not only advocate for the institutions that are conducive to the development of
the sector but also work as peer pressure entities for its member organisations,
enforcing the obedience of the rule of law (Khan et al., 2019). Here policies need
to be designed in a way that they promote the "emergence of a significant
compliance group" (Khan et al., 2019).
These sector-focused strategies need to focus on sector-specific issues and
understand corruption in that specific sector, if it is a problem that impedes its
development or if it is a utility that only serves the members of that sector.
Furthermore, each understanding will dictate a different approach.
For example, in the cases where corruption is a problem, the establishment of a
coalition with the capacity to protect the rights of sector entities and force the
formal institutions that need to serve the sector to become more effective may be
the necessary solution. However, if corruption is a means to solve a problem in
the sector, one needs to develop a strategy that brings a solution to the sector
problem and removes the need for corruption.
CONCLUSION
In this paper, there is no attempt to deny the value of a principal-agent
approach to anti-corruption, as elements of this approach must be dealt with
in any country where anti-corruption efforts and strategies are implemented.
However, the suggestion is, in some countries, such as Mozambique, a
stronger focus on contextual factors is called for and on account of specific
characteristics of such contexts, a collective action approach is the most
desirable. It is only with the implementation of this latter approach and the
creation of strong coalitions that become new power settlements with
bargaining power that reform will be successful.
The argument is that understanding the reasons driving corruption and
inducing individuals and groups to engage in corruption will inform
sustainable reform actions and strategies. Like Marquette and Peiffer (2015
p.11) state, once the functionality of corruption for a particular society is
understood, "truly effective anti-corruption efforts,(...) may not even attempt
to tackle corruption in the first place directly", but will lead to its reduction
(Marquette & Peiffer, 2015).
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ABSTRACT

T

he study investigated the role that organisational culture, organisational
commitment, implementation, and monitoring play in risk management. A
qualitative research methodology was utilised to attain results for the research
objectives. Convenience sampling was used to select 10 appropriate participants
who were willing to provide the needed information to furnish the study’s findings.
Interviews were utilised to collect data for this study. The data that were collected in
this study were analysed using thematic analysis.
The main findings of this study show that a poor organisational culture does not
enhance risk management. Furthermore, the study also found that a lack of
organisational commitment affects risk management. Furthermore, the study
highlights that poor risk management implementation and monitoring negatively
affect risk management.
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The study recommends a good organisational culture, strong organisational
commitment, proper risk management implementation and monitoring to improve
risk management. Organisations that draw from internal control frameworks should
benefit from a better understanding of the direct, indirect, and reciprocal
associations among the components of internal control systems. The benefits gained
from this better understanding may assist companies to enhance their corporate
governance practices that lead to the achievement of operational, financial
reporting and compliance objectives.
KEYWORDS:
Implementation, monitoring, organisational culture, organisational commitment,
risk management.
INTRODUCTION
The current situation of South Africa’s major State-Owned Enterprises (SOEs) clearly
indicates that they operate under poor conditions to the extent that there will be
imminent failure if vigorous action is not implemented (Kikeri, 2018). Very little is known
about the implications of risk management in South Africa’s SOEs and few, if any studies
have been conducted within Transnet (Churchill & Merry, 2017). Transnet continues to
suffer losses because of “state capture” (Moneyweb, 2020) and other corruption-induced
challenges (Daily Maverick, 2019).
Like other major SOEs in South Africa, Transnet has been subject to public scrutiny for
failing to fulfil its mandated roles (Daily Maverick, 2019). Transnet has been found to be
incompetent because of several unethical business practices, including “state-capture”
and corruption (Moneyweb, 2020), and money laundering. Transnet has also been
reported to have faced an hostile lawsuit in which it allegedly plundered more than US$
6.5 billion that belonged to its 60,000 retirees (IOL, 2016).
These challenges reflect the high-risk levels Transnet faces in its operations. Such
challenges affect not only Transnet and its employees but also the public and taxpayers
who expect it to deliver the services as expected (IOL, 2016). According to Matsiliza
(2017), Transnet as a state-owned entity, has not complied with the practice of corporate
governance principles hence there is a need to investigate the implementation of risk
management in the entity.
Following on this introduction, this paper will present the review of the literature, the
theoretical framework, a discussion of the problem investigated, research questions,
research methods, a presentation and discussion of the results, and finally there will be
a presentation of the conclusions and recommendations.
LITERATURE REVIEW
Risk management
Risk Management (RM) helps management to recognise future uncertainty, analyses
the possible effects and implications, after which management can develop plans to
address and mitigate those risks, to reduce or eliminate their effect through the
design and implementation of effective internal controls (Rae, Sands and
Subramaniam, 2017). Furthermore, Smit and Watkins (2012) add that the existence
of a RM strategy allows organisations to actively engage in risk management
practices to address the emergence of major risks. Figure 1.1 below highlights the
role and responsibilities of the RM function.
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Figure 1.1: Role and Responsibilities of Risk Management
Source: Ernest & Young (2017).

Moshesh, Niemann and Kotze (2018) refer to enterprise risk management as a risk
management approach that integrates all the organisation-wide risks and takes a
portfolio viewpoint of their management. Kerstin, Simone and Nicole (2014) define ERM
as an overarching framework and it is a structured analytical process that concentrates
on identifying and eliminating the financial effect and volatility of a portfolio of risks. The
COSO ERM Framework defines ERM as “the culture, capabilities and practices,
integrated with strategy-setting and performance that organisations rely on to manage
risk in creating, preserving and realizing value.” Rae et al. (2017) refer to risk
management components as including control activities, information and formal
communication and monitoring of risk management processes.
Vergotine and Thomas (2016) pointed out that there are limited studies pertaining to
ERM in South African SOEs. Vergotine and Thomas (2016) found that SOEs have
established ERM frameworks which are utilised by boards of directors for these SOEs to
monitor the process of risk management. However, the study also found that there are
issues related to the implementation of ERM such as lack of financial resources, skills
deficiencies, non-compliance with regulations and malfunctioning electronic risk
management information systems.
Role of risk management
Breden (2009) explains that RM in the organisation seeks to define a structure that adds
value by placing risk management considerations at the core of the decision-making
process. RM frameworks are designed to prepare the organisation to be able to manage
unexpected extreme events, therefore enhancing the possibility of survival. Schiller and
Prpich (2013) posit that an ERM framework is an integral part of corporate governance,
which serves as the blueprint for many organisations and introduces statutory guidance
(ISO31000; PFMA; Treasury Regulations).
The implementation of ERM includes a comprehensive risk coverage and management of
all organisational risk activities and provides assurance to management and to the board
that organisational risks are managed. Introduction of risk maturity in ERM is a practical
response to the lack of control over implementation outcomes. The aim is to help organise
the processes of improving the management of risks (Schiller & Prpich, 2014).
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Importance of risk management
Schiller and Prpich (2013) posit that an ERM is an integral part of corporate
governance, which serves as the blueprint for many organisations and introduces
statutory guidance (ISO31000; PFMA; Treasury Regulations). Furthermore,
organisations with no ERM-systems are outperformed by organisations with strong
ERM-systems (Kerstin et al., 2014). The study also disclosed that organisations with no
ERM-System could outperform organisations with a weak system (Kerstin et al., 2014)..
COSO framework
The below figure 1.2 is a depiction of the COSO framework.

Figure 1.2: COSO’s Enterprise Risk Management Framework
Source: COSO ERM Framework (2017, p. 14).

According to Rae et al. (2017), COSO ERM framework refers to five components:
governance and culture, strategy and objective-setting, performance (identifying,
assessing and prioritising responses to risks) and lastly, information, formal
communication and reporting of risks.
Organisational culture
“An organisational culture is referred to as the attitudes, experiences, norms, beliefs
and values of an organisation” (Summerill, Pollard & Smith, 2010). Siegel (2017)
states that building a resilient organisation is a core business management function
supported by a robust risk management programme. Building a risk and resilience
culture in an organisation will help the organisation to survive, thrive and find new
opportunities, help create a responsive and coordinated approach to better manage
changes in its operating and risk environment. Furthermore, Moshesh, Niemann
and Kotze (2018) state that Risk Management can lead to the creation of a risk
focused culture within an organisation. This allows the identification and mitigation
of risk to be embedded.
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This can be seen as a move in which risks are identified only when they
materialise into a system where the identification of risks, even when they are
least expected, is part of the culture (Churchill & Merry, 2017). Thomya and
Saenchaiyathon (2015) argue that organisational culture is a critical part of ERM
because it is utilised in management control systems which helps a company to
achieve its strategic objectives.
Siegel (2017) refers to cultural changes in risk and business management from
both the top and bottom in an organisation. Business meetings should include
discussions of risks and potential problems as standard agenda items. Moreover,
Moshesh et al. (2018) state that change management and resistance to change,
unsupportive organisational culture, and lack of perceived value or benefits of
ERM, were identified as challenges that the RM function faces when
implementing its strategies. Therefore, as pointed out by Thomya and
Saenchaiyathon (2015) organisational culture plays a critical role in ERM as it
encourages continuous learning so that employees can adapt to the dynamic
work environment and communicate effectively so as to accomplish
organisational goals.
Commitment
Summerill, Pollard and Smith (2010) discuss a three-component conceptualisation
of organisational commitment where commitment is seen to arise because of:
(i)
affective commitment, where there is a positive emotional attachment to the
job or organisation and the individual wants to be committed;
(ii)
continuance commitment where there is a high cost of leaving, so the
individuals feel they must be committed; and
(iii)
normative commitment, where the individuals feel they have an obligation
to the organisation and therefore ought to be committed.
Moshesh et al. (2018) show that ERM requires strong leadership, a considerable
commitment of resources and time, timeous reporting, and insightful real-time
data. The result of introducing risk thinking has been that people who are
intimately involved in the value-added processes they implement provide insight
into process improvement and managing risks beyond what is apparent to the
management team (Siegel, 2017). Furthermore, the responsibility for the
identification, assessment, control, management, and mitigation of risk must lie
with managers in the organisation (Breden, 2009).
The process of risk thinking focuses on people who are intimately involved in the
value-added processes they implement, who provide insight into process
improvement and managing risks beyond what is apparent to the management
team (Siegel, 2017). Staff might not be totally conversant with risk management
jargon and they must be trained to understand how they can reduce risk and how
their activities can be affected by risk. The result is that every person in the
organisation views themselves as a risk manager (Siegel, 2017).
An essential building block is to commit to a formal management system that
establishes strategies for the organisation and focuses its resources on critical
areas that will ensure organisational success and achieving of objectives. The
most important element of a system of management is the human element
(Siegel, 2017). Organisations must look beyond anticipated risks, they must
build and develop capacity to cope with both anticipated and unanticipated risks,
they must identify and manage both positive and negative change.
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Implementation
If ERM fails to implement its frameworks and processes in an organisation
(Moshesh et al., 2019), it will not identify challenges such as change
management and resistance to change, unsupportive organisational culture,
and lack of perceived value or benefits of ERM. Moshesh et al. (2019) add to
the list of challenges faced by ERM in implementing the duties in an
organisation as lack of management support (including senior management);
different management priorities for ERM; reluctance to discuss sensitive
information; difficulties in quantifying the risks; lack of a common risk
language; lack of quality data and limited access to data.
Kier (2018) also notes that the implementation of risk management and
analysis within the organisation could assist organisations in remaining
within the confines of good governance especially within the South African
SOEs. Importantly, risk management is seen as essential to SOE success in
that it helps management to identify future risks and to implement mitigation
challenges before the risks materialise (Coetzee & Lubbe, 2013). The focus is
not managing past events; it is rather future events that might have negative
consequences, achieving the objectives of the organisation and pursuing
opportunities (Siegel, 2017).
A resilient organisational risk culture drives successful risk management
implementation (Cheese, 2016). However, successful implementation of ERM
depends on various factors, such as communicating ERM strategies and
policies, training current employees on ERM frameworks, and staffing the ERM
function with professional personnel with ERM expertise. Therefore, the
organisation will reap the benefits of better management of various risks
faced by the organisation, enabling consistent treatment and addressing of
risk, encouraging a longer-term risk view, and enhancing a quicker reaction
to identified risk and emerging risks, which may lead to an increase in
profitability (Moshesh et al., 2018).
Monitoring
Risk assessment is a tool that provides the analytical foundation for the
management of risk and is used to inform decision-making. Organisations need
to build and monitor a system of management that combines security, business
continuity and emergency management as part of day-to-day business
management to better manage and monitor organisational risks (Siegel, 2017).
RM processes mature, thus value chain and capacity building for resilience
become an inseparable part of the overall risk assessment process. A mature
risk management system will fully integrate RM processes into the business
management processes and become an agenda item for all business
meetings (Siegel, 2017). As soon as the risk information is available, it is up
to the board to manage the risks and allocate responsibilities hierarchically
downwards (Schiller & Prpich, 2013).
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CONCEPTUAL FRAMEWORK OF THE STUDY
The following figure outlines the conceptual framework of the study.

Culture

Commitment
Adoption of Risk Management
Implementation

Monitoring

Figure 1.3: Conceptual Framework
Source: Researcher’s own construction.

The conceptual framework presented above depicts how ERM adoption is
affected by elements such as organisational culture, organisational
commitment, implementation and monitoring. According to Thomya and
Saenchaiyathon (2015), organisational culture has been identified as one
of the key contextual components for an effective ERM. They also found
that organisational commitment is one of the constructs for effective ERM.
Anton and Nucu (2020) mention that implementation of ERM is essential
for any organisation.
Fraser and Simkins (2016) assert that failure in implementation of ERM
strategies is usually caused by internal complications, misconceptions,
boards of directors’ knowledge, corporate culture, finding and dealing
with too many risks, lack of timeframes and inability to recognise ERM as
change management. Further, Anton and Nucu (2020) posit that
monitoring the implementation of ERM strategies especially by board of
directors is crucial in the overall performance of ERM strategy and the
organisation as well.
A proper ERM strategy can become a competitive advantage supporting an
organisation to perform optimally (Blanco-Mesa et al., 2019). Therefore,
understanding how these different elements (organisational culture,
organisational commitment, implementation and monitoring) are playing
a role in creating effective ERM strategies that can be used by SOEs to
improve performance is important. Considering that Transnet is one of the
major SOEs in South Africa and is experiencing almost insurmountable
challenges that are affecting its performance, the application of an
effective ERM strategy is imperative.
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PROBLEM INVESTIGATED
The discussion above reveals that Transnet, like many SOEs is facing
challenges such as corruption, money laundering, “state-capture”, financial
losses and lawsuits (IOL, 2016; Daily Maverick, 2019; Moneyweb, 2020). The
application and implication of risk management to mitigate all these
challenges at Transnet must be investigated. Msomi (2018) as well as Stiller
and Joehnk (2014) indicate that “risk management is the process of
mitigating all opportunities and risks arising from business processes along
the value creation chain to avoid or reduce risks”. Risk management is
identified as one of the key tools that can help distressed organisations face their
challenges and find sustainable solutions (Van Wyk, Bowen & Akintonye, 2008).
Risk assessment explains a process by which the risks are identified, measured,
and analysed using the Committee of Sponsoring Organisations of the Treadway
Commission (COSO) frameworks. It addresses the evolution of enterprise risk
management and the need for organisations to improve their approach to
managing risk to meet the demands of an evolving business environment, and
provides clear direction and guidance for enterprise risk management (Rae,
Sands & Subramaniam, 2017).
The adoption and effectiveness of risk management is governed by legislations
such as the Public Finance Management Act (PFMA), and Treasury Regulations.
The three Lines of Defence (LOD) model (in which the first line of risk
management is the day-to-day responsibility of management, the second line is
the responsibility of risk and compliance function to monitor the implementation
of Enterprise Risk Management (ERM), and the third line of internal and external
auditors providing assurance to top management) enhances the understanding
and adoption of risk management and control by clarifying roles and duties. The
LOD model establishes accountability starting with first line management
because they have the day-to-day responsibility of owning and managing risks in
the business (Dascalu & Nasta, 2015). The second defence line includes risk
and compliance management functions set by the managerial team in order
to monitor the control instruments established in the first defense line
(Dascalu & Nasta, 2015).
Dascalu and Nasta (2015) further state that ERM is responsible to design and
deploy the overall risk management framework across the organisation. The
third line of defence are the assurance providers, where the internal audit
function provides independent assurance on the effectiveness of design and
operation of the risk management framework (KPMG, 2018). Therefore, this
study investigated the role played by these elements (organisational culture,
organisational commitment, implementation and monitoring) in risk
management at Transnet.
RESEARCH QUESTIONS
What is the role of organisational culture, organisational commitment,
implementation and monitoring in risk management?
RESEARCH SUB-QUESTIONS
•
What is the role of organisational culture on risk management?
•
What is the role of organisational commitment on risk management?
•
What is the role of implementation on risk management?
•
What is the role of monitoring of ERM practices on risk management?
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RESEARCH DESIGN
The study uses a qualitative (phenomenological approach) methodology,
which focused on researching the experiences of the participants with the
emphasis on interpreted understanding. Therefore, the study is located within
the interpretive research paradigm. Interviews are conducted with several risk
owners (management).
The sample size is 10 as data saturation was reached at this level. The qualitative
research methodology necessitated the utilisation of a small sample in order to
elicit insightful data-rich information through thorough engagements with
participants. Convenience sampling was used based on appropriate respondents
who are most readily available to participate in the study. A Non-probability
sampling method was used. The participants included executive, senior, middle,
and lower management level employees working in the RM division of Transnet.
An interview guide with open-ended questions was utilised as a data collection
instrument. Due to COVID-19, all the interviews were held online. A thematic
analysis was used to analyse the data. The following was the ethics approval
number awarded by the institution to conduct the study: H20-BES-BUS-031. In
conducting the study, the researcher adhered to ethical guidelines such as
seeking for participants’ informed consent before carrying out any form of data
collection; keeping information confidential; permitting voluntary participation;
upholding anonymity; and locking the data in a password protected computer.
The study ensured data trustworthiness by following suggestions on improving
data credibility, dependability, transferability, confirmability, and authenticity.
Creswell and Creswell (2018) recommend the use of peer review to increase the
trustworthiness of an investigation. The research used peer review as one way to
get appropriate feedback on areas that are not properly structured or written.
Peer review also helped with refining the data collection instrument removing
questions that were complicated or irrelevant. Frey (2018) also suggests that a
study can improve trustworthiness by having a checklist for each stage of data
analysis. The research used a checklist for each stage of data analysis. Data were
recorded and transcribed verbatim. In Vivo coding was used to code key words,
and phrases. Open coding was subsequently used in order to highlight key
answers that relate to the research questions. The codes were refined into
specific themes. An indicative approach led to the development of key themes
which were then used to make findings.
EMPIRICAL RESULTS
The study utilised thematic analysis to analyse the findings of this study. The
use of thematic analysis implied that the researcher had to transcribe the
collected data and read through data sets to identify patterns in meaning
across the data. The identification of the patterns meant that the researcher
had to organise the data through codes from the emerging recurrent themes.
These identified themes were then used to present the final discussion on
empirical findings of this study.
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Findings on demographic analyses
The demographic analysis formed the first section of the data analysis. It provided a
demographic profile of the participants who took part in the study. The participants
were from the Transnet Engineering Division; however, they had varying
demographic traits. The variation in demographic traits enabled the researcher to
obtain varying experiences and perceptions regarding the adoption of ERM practices
and implementation of risk management:
•

Gender analysis findings – the study discovered that the majority (90%) of
the participants were male and only ten percent were female. This gender
disparity provides an imbalance in the management structure of Transnet
Engineering. This finding has an effect on RM adoption of ERM practices and
implementation because the equal participation of females in
decision-making helps with providing a different viewpoint on RM apart
from the traditional patriarchal viewpoint.

•

Age group analysis findings – the study’s findings indicated that many (70%)
of the participants who took part in this study were aged between 36 and 45
years. This finding is a positive indication of the capacity of the organisation
to be able to adopt and implement the RM strategies because there is an
indication that there is an economically productive age group that is part of
the management structures of the organisation. The remainder of the
participants who took part in the study were from different age groups: 20
percent were aged between 25 and 35 years and 10 percent were aged
between 46 and 55 years. Even though there is a greater pool of people
aged between 36 and 45 years, there is a variation of age groups which is
good for the adoption of ERM practices and implementation of RM strategies
as it implies there will be a fusion of different viewpoints based on
experience and ability.

•

Education qualification analysis – holding an important position in a
state-owned enterprise requires some form of formal education. The study
found that all the participants in the study had some formal education. The
greater number of the participants (50%) had undergraduate degrees; 40
percent had a qualification of postgraduate or above and very few (10%)
had a matric or equivalent. The adoption of ERM practices and
implementation of RM as well as the development and execution of
strategies related to RM require a specific level of comprehension of certain
concepts which are very significant for the performance and growth of an
organisation. The comprehension of risk concepts associated with finance,
operations, business or market processes, requires some level of education.
The fact that Transnet Engineering has employed personnel that have some
formal education is significant in the adoption of ERM practices and
implementation of ERM. However, it should be noted that having some form
of formal education does not guarantee that the personnel has adequate
knowledge concerning ERM. There is always room for improvement,
especially for those individuals that have not studied any courses that
encompass components of risk management. Ideally, it will be good for
personnel to get training in ERM so as to enhance their knowledge on ERM
even though they have some form of formal education.
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•

Occupational position analysis – the South African public sector labour
structure is divided into several sections. The divisions vary according to
several aspects such as salary range, experience, and education among
other components. Transnet Engineering, which is a subdivision of a
state-owned enterprise, also has variations in its workforce. The study noted
that the majority (50%) of the participants who were in this study belonged
to Level E positions; only two participants belonged to Level F and Level D.
One participant belonged to Level C or above. Due to the varying levels of
occupation, these individuals have different viewpoints on how they
understand RM based on various factors such as their education or experience.

•

Regional analysis – Transnet is a nationwide organisation. As a state-owned
enterprise, it operates in different regions. Therefore, assessing different
regions was significant to find out about the various aspects and
components that are considered in risk management. The study’s findings
indicated that even though risks experienced by regions differ, Transnet
Engineering is supposed to ensure standardised ERM processes and
components are available and accessed across all regions.

•

Years of service analysis – the study’s findings indicated that the majority
(60%) of the personnel have served for 11 to 20 years; 20 percent have
served for 6 to 10 years; and another 20 percent for 21 to 30 years. In
essence there is a high level of seniority. This high level of seniority implies
that these individuals have some work experience in the various areas of
work which is pertinent to risk management. RM is premised on various
aspects that are largely reliant on the experience of workers.

•

Area of work analysis – the areas of work that were of primary focus in this
study were largely focusing on the division that was under investigation.
The greater number (60%) who participated in this study were working in the
support department. The remainder (40%) were working in the operations
department. The variation was significant in providing the study with
different views on RM based areas of concern in the operations and support
sectors at Transnet.

SUMMARY OF FINDINGS ON RESEARCH QUESTIONS
The study’s main findings were linked to the main research questions of this study.
These main findings on the research questions are discussed below.
What is the role of organisational culture on risk management?
The study’s empirical findings indicated that there is a significant role played by the
organisational culture in the adoption of ERM practices and the implementation of
ERM at Transnet Engineering. The majority (90%) of the participants stated that
organisational culture has been playing a major role in the adoption of ERM which
implies that any ERM strategy cannot overlook organisational culture. One of the
participants mentioned that:
“Organisational culture definitely influences the adoption of ERM.
Considering that organisational cultures is focuses on values, beliefs and
principles of organisation. Those elements influence how an organisation
can take certain measures, adopt certain initiatives and strategies and other
processes that help the organisation’s performance. However, here at
Transnet, organisational culture is not properly utilised in risk
management.” (Participant 6)
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Only a few participants mentioned that organisational culture is not having any
effect on the adoption of ERM. A response by Participant 2 reveals this sentiment:
“I don’t think it has any effect”. There is a clear indication that organisational culture
is influential in the overall adoption of ERM. The general perspective about ERM and
its value to Transnet Engineering is largely influenced by the organisation’s culture.
However, empirical findings from this study depict that the organisational culture at
Transnet Engineering is not promoting the efficient use of ERM. The inefficiency in
the promotion of ERM through organisational culture is noticeable in various areas
of the personnel’s ability and capacity to react to ERM initiatives. For instance, there
is a lack of knowledge of what ERM is all about, and only limited time is given to the
orientation of ways to ensure the mitigation of risks. Organisational culture has the
potential to influence the personnel’s perspectives and principles, therefore it plays
a big role in the adoption of ERM practices and implementation of ERM.
The empirical findings of this study suggest that it is instructive for Transnet
Engineering to ensure that the organisational culture is efficiently and effectively
used to play a role in the adoption of ERM practices and implementation of ERM. The
decision-making process is shaped by the day-to-day activities within an
organisation that form part of the organisational culture. Transnet Engineering is
supposed to look into day-to-day activities that have a significant effect on ERM in
order to ensure that organisational culture plays a contributory role in the adoption
of ERM practices and implementation of ERM.
Furthermore, the empirical findings of this study revealed that there is an absence of
proper governing structures that are able to promote ERM at Transnet Engineering.
Many (70%) of the participants said there are no structures or mechanisms to govern
the adoption of ERM practices and implementation of ERM. Additionally, there is a
lack of capacity to utilise any governance structures available to promote ERM at
Transnet. One of the participants responded by stating that:
“There are no governance structures in place that I know of which is used for
ERM within the region. To show that there are governance structures, the
ERM position has been vacant for more than a year now. From my years of
experience with Transnet Engineering, I have noticed that the only time we
tried to embed ERM within the region is when we used to review ERM risks
within the business. However that is no longer happening as well. It was
usually happening when the ERM team wanted to update or review those
risks within the business. So, currently, there is no adherence to risk
framework policies and procedures”. (Participant 5)
The absence of the proper structures and lack of capacity is influencing the
regulation and functionality of ERM processes. The effect on regulation is noticeable
in areas such as the provision of objective oversight of the management of risks by
the enterprise.
The lack of governance structures is also affecting the ability to monitor the
enterprise’s adherence to risk framework policies and procedures. There is minimal
support in dealing with challenges which the enterprise faces about their
management of risks and controls. There is a notable inefficiency in governance
structures due to unoccupied positions which undermine the capacity of the ERM
section to operate efficiently and effectively. There is clearly a need for Transnet
Engineering to review the governance structures in the enterprise and integrate
those structures with the organisational culture to ensure efficient and effective
adoption of ERM practices and implementation of ERM.
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This study revealed that an ERM culture is inefficiently utilised at Transnet
Engineering. The practical utilisation of an ERM culture only occurs when there is a
need to do audit reports. The lack of knowledge about what makes an ERM culture
contributes to limited practical utilisation of an ERM culture. Employees perceive an
ERM culture as external to the division. The study revealed that the use of an ERM
culture is undermined by a lack of organisation especially of components such as
dysfunctional governance structures. The absence of governance structures weakens
the promotion of an ERM culture. ERM specialists are the only ones perceived to have
adequate knowledge about an ERM culture and able to carry out ERM activities. The
everyday activities in the organisation are not incorporating the ERM processes, thus
undermining the practical utilisation of ERM at Transnet Engineering.
Furthermore, the practical utilisation of an ERM culture is important because it helps
with performance optimisation through efficient implementation of RM and better
management of internal systems at Transnet Engineering. The organisational
culture at Transnet Engineering should incorporate an ERM culture and prioritise its
practical utilisation in the organisation.
What is the role of organisational commitment on risk management?
The empirical findings indicated that commitment has been affecting the adoption
of ERM practices and implementation of ERM. Many (80%) of the participants
highlighted that commitment will provide efficiency in the adoption of ERM.
Responding to the question on organisational commitment and its role on risk
management, one participant stated:
“Yes it (organisational commitment) plays a huge role in the organisation. If
linked with risk management, it ensures that the organisation can adopt ERM
efficiently. This will mean that the organisation will achieve its goals, better
performance, and less challenges that we are experiencing at the moment
with minimum risk. I feel that for commitment to be adoption of ERM, it should
start with the business leaders committing to at least once annually, proper
business conduct such as ERM business reviews, chaired by the Head of the
department to ensure that all ERM matters are adopted and implemented
within the business”. (Participant 10)
Commitment entails dedication to a course of activities or processes; in this case it
will be dedication to ERM processes. Organisational culture will contribute to the
commitment of employees. When ERM processes get to be integrated into the
organisation’s culture, there will be more commitment towards the ERM processes.
Commitment will ensure consistency in the practical utilisation of ERM processes
within the organisation making the adoption of ERM easier.
Information dissemination is key in the adoption of ERM. Many (90%) participants
indicated that the Transnet Engineering division does not consistently update
employees on ERM. There is a need for better, more consistent dissemination of
information regarding ERM. There is a lack of updates on ERM, which is mainly due
to an information dissemination imbalance and a lack of formalised channels of
communication. The information dissemination imbalance is mainly caused by the
unfair selection of recipients of ERM issues. There is information that is dispatched to
senior position employees and little or no information to employees in lower
positions. The imbalance and lack of information dissemination impedes updates on
ERM which can be precarious to the organisation’s endeavours to successfully adopt
and implement ERM.
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There is a need for a review on the way information is being dispatched in the
Transnet Engineering Division. The successful adoption and implementation of ERM
is highly dependent on the buy-in of all employees in the organisation and that
depends on information which is provided to the employees. Dissemination of
information on ERM issues which mainly targets only certain personnel in certain
positions, does not promote the buy-in from all employees. ERM is made up of
different processes which largely depend on the input of all employees.
Management has the primary mandate of decision-making regarding ERM;
however, operations of the organisation which incorporate ERM are carried out by
all employees. If the personnel are not equipped with adequate information, they
will not be fully knowledgeable about ERM which affects the adoption of ERM
practices and implementation of ERM. Therefore, there is a need to increase the flow
of information so as to increase the employee’s knowledge about ERM.
Empirical findings of this study reveal that there are no measures on ERM key
indicators and expected deliveries which largely affects the adoption and
implementation of ERM. There is a great deal of obscurity regarding measures on
ERM key indicators. Without clear key ERM indicators, it is difficult to evaluate how
ERM is being adopted and implemented as well as the effect thereof. Management
personnel also do not have a clear outline on the measures on ERM key indicators.
Having no clear measures has led to variations in opinions from the employees
regarding ERM key indicators which implies that there is no clear path on the
adoption and implementation of ERM. A clear path will include indicators which
point out what needs to be done and achieved. Therefore, indicators will help to
identify, define and state the activities involved in the adoption of ERM. Furthermore,
due to the unclear indicators and measures, there is obscurity about deliverables
affecting the adoption and implementation of ERM.
The employees are not aware of what is supposed to be done or achieved for
Transnet Engineering to have effective and efficient ERM processes. Even though
some personnel from management have some information about ERM processes,
the lack of governance structures, poor ERM integration into organisational culture
and disintegration on information dissemination, affects the clarity of ERM key
measures and indicators. Therefore, the lack of clarity on measures of ERM key
indicators affects the path of adoption and implementation of ERM at Transnet
Engineering. There is a need for Transnet Engineering to review the current
measures on ERM key indicators so that there can be a clear path on the adoption
and implementation of ERM.
What is the role of implementation on risk management?
The empirical findings of this study revealed that the implementation of ERM
processes at Transnet is problematic. There is little that has been done regarding
steps and processes to ensure that ERM policy and methodology are understood
within the Transnet Engineering Division. One participant remarked that:
“Nothing has been done to properly implement ERM. Nothing is shared in our
work team due to limited knowledge about ERM. Also, I can say that due to
insufficient knowledge and training provided on ERM, it makes it difficult to
share information regarding steps and process to ensure ERM policy and
methodology is understood among the subordinates. To be honest I can say
there are no steps”. (Participant 8)
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The lack of key indicators, governance structures and poor formal communication
channels contribute to the poor implementation of the ERM processes.
Implementation is a process that depends on other processes and structures such as
formal communication, governance structures, coordination, and commitment,
amongst others. Therefore, for implementation of ERM to be functional, it must have
functional supporting structures and processes. The implementation also depends
on the clear outline of the structures and processes that are integral in the
implementation of ERM. Therefore, there is a need for the development of clear
structures and processes which outline the steps and guidelines to be followed to
ensure the adoption of ERM policy within Transnet Engineering division.
The empirical findings of this study revealed that there is no clarity on roles to be
played by employees within their teams and organisation on ERM. The lack of clarity
on roles means that there is no clarity on responsibilities, which affects the
implementation and adoption of ERM. The roles within a system or process must be
clearly defined so that the different actors involved in the process or system are able
to carry out the necessary duties which will help with the proper functioning of the
system or process. Therefore, the roles and responsibilities of different actors on ERM
at Transnet Engineering must be clearly defined and outlined. Additionally, roles
have to be understood for people to be able to make a meaningful impact, meaning
that Transnet Engineering has to equip all employees with full knowledge about the
ERM processes if they want effective adoption of ERM. The findings also indicated
that Transnet Engineering has not been equipping the employees with adequate
information about ERM, which increases the confusion about roles and
responsibilities on ERM. Management personnel are provided with information
regarding ERM; however, they are not playing their role to ensure that their
subordinates obtain adequate information about their roles and responsibilities in
the ERM processes. This situation of lack of clarity on roles and responsibilities
regarding ERM is undermining the adoption of ERM.
The mitigation of risk in enterprises depends on tools and controls that are used by
that enterprise. At Transnet Engineering there are no proper tools and controls that
are being used to mitigate business risk. Even though there was an indication that
the business risk register reviews are in use regarding KPIs, financial budgets and
actual target reports, it seems there is no coordination between what is supposed to
be used and what is being used to mitigate risks. The study revealed that the lack of
tools and controls to mitigate risk in the organisation can be linked to the current
state of challenges that are being experienced in Transnet Engineering. Challenges
such as major financial losses, corruption and poor performances are a direct effect
of the inefficiency of ERM at Transnet Engineering. Furthermore, Transnet
Engineering has not been properly administering the tools and controls that are
available or should be available to mitigate business risk. The lack of, and failure to
utilise risk mitigation tools and controls have an effect on the adoption and
implementation of ERM. The adoption and implementation of ERM is achieved by the
proper utilisation of risk mitigation tools and controls.
RM is a process that is constant in any optimal performing organisation, and as such,
training and awareness of ERM remain critical requirements for any organisation.
However, the study found that Transnet Engineering is not providing adequate
training and awareness regarding ERM issues. Training and awareness are essential
for the adoption and implementation of ERM at Transnet Engineering Division.
Lower-level employees, especially level F and E employees have not received any
ERM training. The employees are not fully aware of the ERM processes and functions
because they lack training. The lack of awareness as well as learning was reflected
in the inability to explain the relationship between the first line of defence and
second line of defence.

COLLECTIVE ACTION AGAINST CORRUPTION: COULD THIS BE THE SOLUTION FOR
MOZAMBIQUE AND OTHER AFRICAN COUNTRIES’ ETHICAL CHALLENGES?

PAGE 48

BEN-AFRICA’S 20TH ANNUAL CONFERENCE: CONFERENCE PROCEEDINGS 2021

The understanding of the ERM matters seems to improve with rank, as the
participants who were able to explain the relationship between the first line of
defence and second line of defence were the higher level (level C) employees.
However, the employees who are part of management mentioned that the training
on ERM does not really reveal aspects on the risk and compliance function.
Therefore, throughout the Transnet Engineering Division, there is a need to improve
training and awareness regarding ERM and its different processes. There is a need
to improve awareness about ERM processes and their effect on the division.
What is the role of monitoring of ERM practices on risk management?
Monitoring is a vital aspect of ERM processes; therefore, it plays a significant role in
the adoption of ERM. The monitoring and reporting processes on the
implementation of ERM at Transnet Engineering are currently poor. One of the
participants retorted this:
“We are not doing anything; we do not have any ERM activities that need
monitoring. We do not have business risk registers, therefore, there are no
processes in place to monitor the implementation of action plans. I can also
say that currently there is no business risk assessment that has been
conducted for the organisation. There is no platform to monitor progress on
action plans because there is nothing to monitor”. (Participant 1)
Treatment of the ERM processes and action plans remain unmonitored. Employees
feel that there is not enough that is being done to ensure that there is proper
monitoring and reporting. The monitoring and reporting of ERM are essential for
Transnet Engineering because they reveal negative elements such as fraud,
irregular expenditure, financial losses, overspending, corruption and reputational
discrepancies. The increase and improvement of monitoring and reporting
processes can help to improve transparency, accountability, organisational
performance, optimisation and positive reputational performance.
The study’s findings reveal that there are no proper monitoring and reporting
processes which are well-known to all employees. However, it is clear that the
organisation is completely neglecting the aspects of monitoring and reporting
regarding ERM because some of the participants mentioned that there are ERM
processes such as business risk registers, business risk assessment, risk action plans
and monitoring of performance in key areas, which are helping with the processes
of monitoring and reporting; yet employees are kept in the dark. There is thus a
need for improvement because there are many areas that are not functioning well
like the distribution of information regarding the ways in which the monitoring and
reporting are supposed to be done is obscure. The way the different instruments and
processes are supposed to be used also remains incomprehensible. Furthermore,
there is little, or no attention paid to risk maturity.
The empirical findings of this study revealed that there is a lack of formal
communication channels between departments and governance structures in
relation to ERM risk arising matters. Moreover, there is a lack of structure in the
formal communication channels which is affecting the distribution of information
regarding ERM issues. There are also inconsistencies in the formal communication
processes leading to irregular discussions and reports. Flow of information is critical
for any process or programme. The adoption and implementation of ERM is mainly
influenced by how the different activities that make up the ERM processes are
communicated and coordinated. Formal communication forms a significant part of
the organisational culture at Transnet Engineering Division and as such written
communication determines how ERM processes are integrated into the organisation.
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Lack of proper formal communication platforms within the organisation undermine
the adoption and implementation of ERM, as some information about ERM does not
reach some of the employees or intended targets. Additionally, there are no
schedules or structures well- known to the employees regarding ERM issues, which
affect the adoption and implementation of an ERM culture. There is also the
obscurity of personnel who oversee formal communication channels which leaves
some of the employees confused about what to do when confronted with issues
regarding ERM. There is a lack of consistency in the model of formal communication
in the organisation. Evidently, there is a need to restructure the formal
communication channel used between departments and governance structures in
relation to ERM risk arising matters. Additionally, there is a need for structured,
inclusive, and consistent discussions and reports on ERM issues.
The findings of this paper further indicate that managing risks is a critical part of
employees’ daily responsibilities because it helps them to deal with potential
failures, losses, harm and lack of formal appraisal structures. The situation at
Transnet Engineering does not allow employees to participate in the
management and mitigation of risks. The employees feel that managing risk can
contribute to the organisation’s performance. When employees are able to
manage risks, they are able to anticipate the potential challenges which might
be experienced by the organisation.
The employees can also cut losses by ensuring that all the operations in the
organisation are done with minimum risk. There is also a possibility that employees
will be able to evade harm when they are doing their work. The study found that
there is a lack of structures to perform team appraisals in the implementation of risk
management. Therefore, there is a need to improve the appraisal structures in the
organisation. The involvement of all employees in RM is critical to enhance the
performance of Transnet Engineering. The study also found that monitoring and
evaluation of ERM processes at Transnet Engineering Division are not efficient.
CONCLUSIONS
Organisational culture has the potential to influence personnel’s perspectives and
principles, therefore it plays a major role in the adoption and implementation of
ERM. Organisational culture plays a role in the form of knowledge that is shared at
Transnet regarding ERM. Organisational culture makes a significant contribution to
the way change management through ERM will be handled. For instance, the kind
of information that will be communicated during a transformation at Transnet. More
so, decision-making on major issues such as adoption of ERM processes is
integrated into an organisation through organisational culture.
There are challenges on commitment to ERM processes which affect the adoption
and implementation of ERM. Leadership has to ensure that the organisational
culture at Transnet Engineering promotes commitment to ERM processes so that
there is easy adoption of ERM. Additionally, commitment is driven by equipping
employees with adequate information and knowledge. There is a need for
proper dissemination of information using efficient means and channels of
formal communication. There is also a need for clarity on measures of ERM key
indicators, which affect the path of adoption and implementation of ERM at
Transnet Engineering.
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There is a need for Transnet Engineering to review the current measures of ERM key
indicators so that there can be a clear path regarding the adoption and
implementation of ERM. There is also a need to create a distinction between ERM
and Health and Safety Management. The employees perceive ERM as part of Health
and Safety Management. There is a need for the Transnet Engineering Division to
create a distinct department that only deals with ERM matters. There is a need to
outline to all employees in the division what the risk mitigation tools and controls are
that are being used at Transnet and how they work. This is essential because the
adoption and implementation of ERM is achieved by the proper utilisation of risk
mitigation tools and controls.
RECOMMENDATIONS
This study recommends that the following takes place at Transnet Engineering:
•
The organisational culture integrates ERM as one of the key areas of
the organisation.
•
The Daily formal communication memoranda within Transnet Engineering
must incorporate ERM activities.
•
An ERM culture should become a daily process for the employees.
•
The employees must be allowed to know about decision-making activities
that are in line with RM at Transnet Engineering.
•
The review of the governance structures in the enterprise and integration of
those structures within the organisational culture to ensure efficient and
effective adoption and implementation of ERM.
•
The need for the development of an implementation mechanism that has
clear structures and processes which outline the steps and guidelines to be
followed to ensure the adoption of ERM policy within Transnet Engineering Division.
•
That the Management personnel should not be the only personnel provided
with information regarding ERM.
•
The dissemination of information should promote clarity on roles and
responsibilities regarding ERM.
•
There should be clarity on the risk mitigation tools and controls.
•
There must be an improvement in the monitoring and reporting mechanisms
for ERM.
•
There is also a need for to improve training and awareness regarding ERM
and its different processes throughout the Transnet Engineering Division to
improve the adoption and implementation of ERM.
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ABSTRACT

S

ince numerous companies are implementing corporate social responsibility (CSR)
practices, it is important to assess how these practices influence various stakeholders’
intentions. Researchers mainly reported on the effects of CSR practices on customers’
purchase intentions. Proposing that consumer theories and marketing research
techniques can be used to study investor decision-making, the authors investigated the
applicability of a model based on consumer behavioural constructs to assess the role
that perception of CSR practices play in investment intention. An electronic
questionnaire was distributed among potential young investors in South-Africa. The
adjusted model was deemed reliable and valid in the investment context. A
methodological contribution was thus made by adapting a dual-process consumer
behaviour model and testing the applicability thereof in the investment context.
KEYWORDS:
Behavioural finance; consumer behaviour; corporate identity; corporate social
responsibility; decision-making; investment intention; perception
1. INTRODUCTION
Organisations have responsibilities towards different stakeholders whose well-being
are affected by their activities (Alniacik, Alniacik & Genc, 2011). Numerous
companies around the globe are therefore implementing corporate social
responsibility (CSR) practices to gain a competitive advantage and promote
sustainable business performance (Porter & Kramer, 2006).
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Although scholars have shown that CSR practices can influence stakeholder behaviour,
researchers mainly reported on the effects of CSR practices on customers’ purchase
intentions. Brown and Dacin (1997) reported that CSR actions influenced consumers’
evaluation of a company which, in turn, determined their preference for new products.
In addition, David, Kline and Dai (2005) noted that the CSR values of a company
significantly influence customers’ purchase intentions.
Limited research has been conducted to understand the effect of CSR on decisions made
by other stakeholders. Hopkins (1998) argued that CSR is concerned with treating
stakeholders ethically and that socially responsible behaviour is likely to benefit diverse
stakeholder groups. Consequently, scholars proposed that the effect of CSR on key
stakeholders, specifically investors, should be expanded (Murray & Vogel, 1997;
Alniacik et al., 2011; Pérez & Rodríguez del Bosque, 2012; Lim, Soutar & Lee, 2013;
Nájera-Sánchez, 2020). If corporate role players develop a better understanding of the
factors that impact investors’ intentions to invest in companies, CSR initiatives can be
used as a strategic tool to attract potential investors.
A limited number of scholars evaluated the effect of CSR perception on stakeholder
intentions. The vast majority of finance scholars tend not to apply decision models like
those employed by marketing and consumer behaviour researchers. Previous research
suggested that consumer theories and marketing research techniques can be used to
study investor decision-making (Statman, 2004; Fama & French, 2007; Lim et al.,
2013). There is thus an evident need to investigate whether the relationship between
investors’ perceptions of corporate identity and CSR, and their investment intentions,
can be assessed by adapting and applying a consumer behavioural model.
The objectives of this study were threefold. Firstly, to identify an applicable
consumer-behaviour model that can be applied in the investment context. Secondly, to
adapt the identified dual-process model developed by David et al. (2005) to account for
investment intention. Thirdly, to determine the applicability of the adapted model to
assess the role that perception of corporate identity and CSR practices play in
individual’s intention to invest.
2. BACKGROUND TO THE STUDY
For the background discussion, attention is first given to traditional and behavioural
finance theory. The relevance of attitude, perception, corporate identity and CSR to the
adopted model is then explained.
2.1 Traditional and behavioural finance theories
Traditional finance theory is built on four main arguments. Firstly, investors are
viewed as rational and markets as efficient. The theory asserts that investors’
portfolios are purely based on risk and return considerations, and that the capital
asset pricing model (CAPM) and/or multi-factor models are used to make
investment decisions (Subrahmanyam, 2008).
In contrast, researchers have found that some investors make decisions that deviate
from the arguments proposed by traditional finance (Ricciardi & Simon, 2000;
Suryawanshi & Jumle, 2016). This insight contributed to the development of
behavioural finance theory which proposes that a variety of cognitive psychological
processes and emotional factors could impact investment behaviour (Fama, 1998;
Ricciardi & Simon, 2000; Guzavicius, Vilke & Barkuaskas, 2014). Consequently,
behavioural finance is an expansion of finance beyond “portfolios, asset pricing, and
market efficiency” (Statman, 2014:65). Table 1 contains a summary of the different
assumptions for traditional and behavioural finance theory.
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TRADITIONAL FINANCE THEORY

BEHAVIOURAL FINANCE THEORY

Investors are rational

Investors do not always behave rationally

Markets are efficient

Markets are not always efficient

Investors should design their portfolios according
to risk and return considerations

Investors design portfolios according to the rules
of behavioural portfolio theory

Expected returns is a function of risk alone

Expected returns follow behavioural asset pricing
theory and expected returns are a function of
more than just risk

Table 1: Comparison of the assumptions of traditional finance theory and behavioural
Source: Statman (2014)

Some of the main building blocks of traditional finance theory are linked to the
expected utility theory (EUT). It has been shown that the EUT is a widely applied
approach to decision-making when faced with uncertain outcomes (De Bondt &
Thaler, 1985; Bekker, 2009). This theory states that if investors act rationally, their
utility function is a result of their risk preference (Forbes, 2009). Therefore, investors
should design their investment portfolios to address their risk and return preferences
(Statman, 2014). Consequently, the CAPM was developed to enable investors to
evaluate how the risk of an investment should affect its expected return (Perold, 2004).
Although the EUT is an applicable normative theory of expected utility maximisation,
Kahneman and Tversky (1979) argued that it is not an accurate description of actual
observed human behaviour, because investors do not always act in a rational
manner. Therefore, they proposed an alternative model to account for choice under
risk (Heukelom, 2015). Their prospect theory suggests that individuals make
investment decisions which depend on the evaluation of a potential loss or gain
relative to a reference point. Kahneman and Tversky (1979) remarked that, since
investors are risk averse, they are more sensitive to a loss than an equal-sized gain.
The prospect theory describes different states of mind regarding gains and losses
that can influence an individual’s decision-making process (Subash, 2012).
Consequently, prospect theory show that investors might exhibit behavioural bias in
their investment decision-making (Nofsinger, 2011).
2.2 Behavioural finance and investment decision-making
Research has shown that decision-making involves thoughts, feelings, likes and
dislikes, past experiences, behavioural intentions and beliefs (Hogg & Vaughan,
2008; Maio & Haddock, 2015). Investors are confronted with several factors during
the investment decision-making process, resulting in a ‘confrontation’ between
expectations, preferences, budget limits and market restrictions (Antonides & Van
Der Sar, 1990). Often when investors are faced with limited, contradictory or
ambiguous information, and they experience time constraints or social pressure,
they are more likely to make emotional financial decisions (Kahneman & Tversky,
1979; Koppel, 2011; Nofsinger, 2011). Investors are exposed to several other
internal factors (such as needs, desires, beliefs, ethics, perception and attitude) and
external factors (including culture and CSR information) that could influence their
investment decisions (Pillai & Achuthan, 2015).
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Investors are also challenged with the question whether they want to invest in an
ethical manner. Ethical investment decision-making is not solely driven by the goal
of profit maximization but is motivated by underlying moral principles of what is
considered to be right or wrong (Hoffman, Meier-Pesti & Kirchler, 2007). Investors
will therefore evaluate investment options according to their ethical concerns
(Viviers, Bosch & Smit, 2009).
Psychology theory states that researchers focusing on stakeholder decision-making
should specifically consider the attitudes of individual market participants
(Oberlechner & Hocking, 2004). Attitude and its perceptual component have been
identified as the main constructs that explain stakeholder behaviour and
decision-making, since the decision-making process involves attitudinal components
such as emotions, cognition and actual behaviour (Fishbein & Ajzen, 1975;
Davidson & Jaccard, 1979; Cohen, 2005; Parumasur & Roberts-Lombard, 2014).
2.3 Attitude and perception
In marketing and finance literature, attitude is defined as an individual’s “enduring
favourable or unfavourable evaluations, emotional feelings, and action tendencies
towards some object or idea” (Krech, Crutchfield & Egerton, 1962:139). Zikmund,
Babin, Carr and Griffin (2013) highlighted that attitude is composed of affective,
cognitive and behavioural components. The affective component refers to an
individual’s emotions or feelings towards the specific attributes of an object
(Zikmund et al., 2013; Jain, 2014; Parumasur & Roberts-Lombard, 2014). In
contrast, the behavioural component relates to the actions or responses that reflect
an individual’s intentions and commitment regarding the attitude object (Ajzen,
1989; Zikmund et al., 2013). Finally, the cognitive component focuses on the
individual’s beliefs, knowledge or perception about the attitude object (Jain, 2014).
The cognitive component plays an important role in attitude-behaviour relations as
it involves the storage, transformation and use of information (Hogg & Vaughan,
2008). The cognitive component of attitude is strongly influenced by perception
(Ajzen, 1989). Perception is the process by which individuals select, organise and
interpret stimuli to give meaning to the world around them (Pride, Ferrell, Lukas,
Schembri & Niininen, 2012). The theory of planned behaviour (TPB) postulates that
behaviour follows intention and intention follows attitude (Ajzen, 1989; Fishbein &
Ajzen, 1975), as shown in Figure 1. Other factors such as perception, personality,
mood and past experiences are assumed to affect behaviour through their effects on
the beliefs that underlie attitude (Ajzen, 1989). Perception hence arguably
influences behaviour through its effect on attitude.

Factors:
• Perception
• Personality
• Mood
• Emotions
• Values
• Stereotypes
• Past Experiences
• Education
• Age
• Income
• Religion
• Culture
• Media

Behavioural beliefs

Attitude towards
behaviour

Normative beliefs

Subjective Norm

Control Beliefs

Perceived
Behavioural
Control

Behavioural
Intention

Behaviour

Figure 1: Components of the theory of planned behaviour
Source: Fishbein and Ajzen (1975)
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2.4 Linking attitude, intention and stakeholder decision-making
Literature shows that planned behaviour research is applicable to identify the main
beliefs that are relevant to stakeholder behaviour (East, 1993; Alleyne & Broome,
2011). In an exploratory study, East (1993) applied the TPB to investment intention
and confirmed that intention was explained by attitude, subjective norm, perceived
control and past behaviour. Adam and Shauki (2014) likewise applied the TPB to
responsible investing (RI). Their results showed that attitude has a positive effect on
intention, which positively affected RI behaviour (Adam & Shauki, 2014).
Furthermore, Nouri, Motamedi and Soltani (2017) found that individuals’ attitudes
toward a brand has a positive effect on their investment intentions. The affective and
cognitive components of attitude appear to influence investment intention (De
Bondt, Mayoral & Vallelado, 2013; Erasmus, 2017).
There are several factors that impact individual investors’ perceptions of a company
which, in turn, influence their investment behaviour. Researchers have shown that
perceptions of corporate identity play an important role in consumers’ purchase
intentions (Miller & Sturdivant, 1977; Winters, 1988). Likewise, it has been noted
that potential investors’ perceptions of a company’s corporate identity can shape
their investment intention (Melewar & Karaosmanoglu, 2006; Baumgarnet, Ernst &
Fischer, 2020).
2.5 Corporate identity
Stakeholder perceptions of an organisation’s corporate identity play an important role
in their decision-making (Brown & Dacin, 1997). Worcester (2009:578) explained that
corporate identity is the “visible manifestation of corporate image, where it is the net
result of the interaction of all experiences, impressions, beliefs, feelings and knowledge
that people have about a company.” This definition emphasises that knowledge,
attitudes, beliefs, behaviour and feelings influence the formation of a company’s
corporate image which in turn influence stakeholders’ perceptions of a company
(Williams & Moffit, 1997; Stuart & Kerr, 1999; Melewar, 2003).
The corporate identity construct has been divided into different dimensions,
including corporate expertise and corporate values. Financial and marketing
researchers place focus on the corporate expertise dimension as it describes an
organisation’s ability to detect, assess and satisfy stakeholders’ needs, wants and
desires by being the leader in a product or service category (David et al., 2005). The
corporate expertise dimension includes tangible and intuitive factors such as the
experience and skills of employees, the CEO and board of directors, dominance of
internal research and development and the resulting technological innovation, and
manufacturing or service expertise (Brown & Dacin, 1997; David et al., 2005).
Fombrun (1996) has shown that consumers review the expertise of a company when
they decide whether they will buy products. Likewise, investors arguably want to
invest in companies that exhibit corporate expertise and healthy financial
performance and returns (Al-Tamini, 2006; Subash, 2012; Ponnamperuma, 2013).
Stakeholders also increasingly exhibit interest in purchasing products from, seeking
employment with and investing in companies that demonstrate a socially and
environmentally responsible image (Alniacik et al., 2011). Hence, the corporate
values dimension is considered an important aspect of corporate identity (Melewar
& Karaosmanoglu, 2006). This dimension of corporate identity focuses on social
values with the goal to improve the well-being of society and the environment. Related
traits include compassion, activism, sincerity and trustworthiness (David et al., 2005).
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Researchers suggested that CSR practices have a positive impact on corporate identity,
as these practices provide stakeholders with insight into a company’s commitment to its
moral, ethical, social and environmental obligations (Chappell, 1993; Brown & Dacin,
1997; Turban & Greening, 1997; Meehan, Meehan & Richards, 2006; Maruf, 2013;
Karaosmanoglu, Altinigne & Isiksal, 2016; Tourky, Kitchen & Shaalan, 2020). The first
objective was hence addressed by selecting David et al.’s (2005) model.
2.6 Corporate social responsibility and responsible investment behaviour
Carroll (1979) argued that CSR encompasses society’s economic, legal, ethical and
discretionary expectations. The separation of the four different elements of CSR allows
for a detailed examination of different corporate actions (Carroll & Shabana, 2010). The
economic responsibilities of a company include generating revenue, limiting costs and
strategic decision-making. Legal responsibilities encompass society’s view of ‘codified
ethics’ pertaining to what is acceptable and unacceptable practices (Carroll & Buchholtz,
2015). Ethical responsibilities cover standards and practices that are deemed fair, just
and consistent with moral rights but are not per se legally prohibited (Carroll &
Buchholtz, 2015). Lastly, companies are expected to contribute some of their resources
to the community, for example donating to and engaging in community projects (Carroll
& Buchholtz, 2015).
The term RI can be defined as an investment style that integrates environmental, social
and governance (ESG) considerations into investment decision-making to create
long-term value for both the society and shareholders (Renneboog, Ter Horst & Zhang,
2008). Some authors refer to RI as ethical investing (Junkus & Berry, 2015). It is argued
that investors that follows the RI route acknowledge both financial (such as return on
investment) and non-financial considerations (such as CSR concerns). Responsible
investors tend to base their investment decisions on an extension of their lifestyles by
applying their beliefs and values to their financial decisions (Webley, Lewis & Mackenzie,
2001). Researchers have shown that responsible investors specifically focus on ethical
considerations when they make investment decisions (Stang, 2012; Hoffman et al.,
2007). Ethical considerations arguably serve as a guideline for morally acceptable
behaviour (Carroll & Buchholtz, 2015). Business ethics focuses on ethical issues that
arise in commercial businesses, government organisations, not-for-profit business and
other organisations. The term accounts for morality in behaviour, actions, policies and
practices in the business context (Crane & Matten, 2010; Carroll & Buchholtz, 2015).
Ethical factors are a major dimension of relationships between corporate entities and
stakeholders since the emergence of CSR and RI (Norum & Gottlieb, 2011). Valor,
DelaCuesta and Fernandez (2009) found that investors would invest ethically even if the
returns were significantly lower than the return on an average investment.
Some researchers have suggested that individuals’ attitudes towards a company are
interrelated with both their tendency to invest in a company’s shares and to buy the
products of a company (Aspara & Tikkanen, 2008). It is argued that individuals tend to
invest in the shares of companies based on their product knowledge as well as positive
prior consumption experiences (Aspara & Tikkanen 2008; Lim et al., 2013).
Given that there is a close relationship between behavioural finance and consumer
behaviour, some researchers have suggested that consumer theories and marketing
research techniques could be used to study individual investors’ preferences and their
decision-making (Statman, 2004; Lim et al., 2013). While both purchase behaviour and
investment behaviour focus on the purchasing of a product, the nature of the product differs.
Products bought by consumers are typically ready for consumption and the satisfaction of
human needs, while purchasing shares in a company is usually a long-term investment and
does not generally provide individuals with instant satisfaction.
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Mackey, Mackey and Barney (2007) expressed the view that the opportunity to invest in
a firm engaging in CSR practices is a type of ‘product’ that firms sell to current and
potential investors. The supply and demand of the products of a company influence its
market value (Rainbird, 2004). It is likewise argued that the supply and demand for
ethical investment opportunities determine when socially responsible activities will be
positively or negatively related to a firm’s market value. Managers can thus use the
same demand and supply mechanisms employed by marketers in the product market to
gauge supply and demand pertaining to RI opportunities (Mackey et al., 2007). Lim et
al. (2013) showed that product knowledge and product involvement have an impact on
investment intention. Likewise, Arshad, Khan, Anjum and Wajidi (2020) confirmed that
consumer behaviour factors can predict the intention of individuals to invest in stocks.
3. RESEARCH DESIGN AND METHODOLOGY
The positivistic paradigm was adopted to collect and analyse quantitative data. The
applicability of David et al.’s (2005) dual-process consumer behavioural model to the
investment context was investigated. In line with the second research objective, their
model was adapted by replacing the purchase intention construct with investment
intention. The first part of the model focuses on the link between investors and their
perceptions of corporate identity. The corporate identity construct consists of two
dimensions, namely corporate expertise (comprising of traits such as expert, skilled,
experienced and innovative) and corporate values (comprising of traits such as activist,
compassionate, sincere and trustworthy).
The second part of the model incorporates investors’ perceptions of CSR practices
(including discretionary, moral and relational actions) (David et al., 2005).
Discretionary CSR practices involve investing a firm’s resources in
voluntary/philanthropic causes that support social problems in the community.
Moral or ethical CSR practices revolve around practices that stakeholders regard as
fair and consistent with moral rights, while relational practices refer to the
relationship between a company and its stakeholders regarding social issues
(Carroll & Buchholtz, 2015). The adapted model regards corporate identity as a
mediating variable that links CSR practices with investment intention.
Brand familiarity and CSR familiarity are also incorporated, since investors’ familiarity
with CSR activities represent the minimum requirement for CSR activities to have an
effect on corporate identity and investment intention (David et al., 2005). The
appropriateness of the dual-process model in the investment context was investigated
by using an electronic questionnaire.
David et al. applied the model on a specific company, namely Microsoft. They also
tested the model for Nike, Philip Morris and Wendy’s. For this study, selected
respondents’ perceptions of Nedbank’s CSR practices were gauged to test the
applicability of the adapted model in the investment context. This South African financial
services company was selected as it is known as the ‘green’ bank (Jooste, 2019).
Nedbank has several well-known CSR initiatives including its renewable energy bond
and school uniform project (Jooste, 2019; Khumalo, 2019; Van Zyl, 2019).
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3.1 Sample selection
The population consisted of all students studying at Stellenbosch University during the
second semester of 2019. The use of a student sample is justifiable, since some student
respondents are real-life customers and investors (Lynch, 1982). Druckman and Kam
(2011) also argued that student subjects do not intrinsically have a negative impact on
external validity. Non-probability convenience sampling was employed by inviting all 30
653 students registered in the respective faculties at Stellenbosch University to take part
in the study, from which 1 649 usable questionnaires were received.
3.2 Electronic questionnaire
Several measurement items were used to measure the eight constructs that were
included in the adapted model. Table 2 indicates the questions that were included in the
electronic questionnaire, as well as the measurement items that were used to measure
each construct on a 5-point Likert scale.
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CONSTRUCT

MEASUREMENT ITEM

5-POINT LIKERT
SCALE OPTIONS

LABEL

BRAND FAMILIARITY

How familiar are you with
Nedbank?

Not at all familiar
to very familiar

Familiarity

n/a

n/a

In your opinion, to what extent does each of the
following traits describe Nedbank?
Expert in products and
services delivered

CORPORATE EXPERTISE

Innovative (introduce new
ideas in products and
services delivery)
Have skilled employees

CORPORATE VALUES

Nedbank_CORPID1
Does not describe
the company to
accurately
describes the
company

Nedbank_CORPID4

Activist for social change

Nedbank_CORPID5

Compassionate by
contributing to the well being of the community

Does not describe
the company to
accurately
describes the
company

Trustworthy
Please rate how you think Nedbank performs relating
to the following CSR practices:

MORAL CSR PRACTICES

RELATIONAL CSR
PRACTICES

Nedbank_CORPID3

Experienced in the
banking sector

Sincere in caring for
stakeholders

DISCRETIONARY CSR
PRACTICES

Nedbank_CORPID2

Contribute to the
community through
charitable giving
Allow time for staff to do
volunteer work

Nedbank_CORPID6
Nedbank_CORPID7
Nedbank_CORPID8

n/a

Performs very
poorly to performs
very well

n/a
Nedbank_CSR_Q1
Nedbank_CSR_Q2

Do not produce products
or services that could
harm consumers

Nedbank_CSR_Q3

Respect human rights

Nedbank_CSR_Q4

Provide equal
compensation for work of
equal value

Nedbank_CSR_Q5

Stand against
discrimination based on
race, gender, or religion
Provide a healthy work
environment

Performs very
poorly to performs
very well

Nedbank_CSR_Q6
Nedbank_CSR_Q7

Address climate change

Nedbank_CSR_Q8

Act in an environmentally
friendly manner

Nedbank_CSR_Q10

Have a diverse board of
directors

Nedbank_CSR_Q11

Do not engage in
unethical practices such
as bribery and corruption

Nedbank_CSR_Q13

Report on how they
reduce their
environmental impact
Have healthy
relationships with their
stakeholders

Performs very
poorly to performs
very well

Nedbank_CSR_Q9

Nedbank_CSR_Q12

Table 2: Constructs and measurement items
Source: Constructed by the authors
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3.3 Ethical considerations
The study was classified as a low-risk study. The purpose of the study and the
benefits of participating in the research were specified in the email sent to the
respondents containing the link to the electronic questionnaire. Participants signed
a consent form that indicated that their participation in the study was voluntary, and
that no individual would be negatively affected in any way if they decided not to
participate in the study. After ethical clearance (REC-2019-9950) and institutional
permission (IRPSD-1581) were obtained from Stellenbosch University, the online
questionnaire was distributed.
4. DATA ANALYSIS AND DISCUSSION
To address the third research objective, internal consistency reliability and construct,
convergent, and discriminant validity were computed to determine the applicability
of the adjusted model in the investment context.
4.1 Reliability of the model
David et al. (2005) developed their corporate identify scale by integrating Newell and
Goldsmith’s (1997) credibility measure and Sen and Bhattacharya’s (2001)
consumer congruence measure. Newell and Goldsmith (1997) reported that their
corporate credibility scale is a valid and reliable measure. Sen and Bhattacharya
(2001) explained that the adjectives that are included in their consumer congruence
measure were selected through a pre-test on the basis that they are applicable to
both individuals and organisations. David et al. (2005) reported acceptable
Cronbach’s alpha values for their corporate identity measure in the consumer
context. The internal consistency reliability of the model was also evaluated by
computing Cronbach’s alpha values.
Prior authors used the Socrates database (now known as ESG Manager) to
evaluate CSR (Sen & Bhattacharya, 2001; David et al., 2005). However, this
database does not provide data for South African companies. The CSRHub
(2019) rating was employed to measure CSR practices as it covers South African
companies. This platform categorises CSR activities under four domains, namely:
community, employees, environment and governance. These four domains are
divided into 12 sub-categories that were identified as CSR behaviours for the
purpose of this study. David et al. (2005) suggested that these sub-categories are
divided into three types of CSR practice categories, namely: moral/ethical,
discretionary and relational. Consequently, the 12 CSR behaviours were
classified as either moral, discretionary or relational.
Cronbach’s alpha values were calculated to indicate the degree of reliability for
corporate expertise, corporate values, discretionary CSR practices, moral CSR
practices, relational CSR practices and CSR familiarity. In addition, composite
reliability values were also calculated for each of the constructs. A value between
0.7 and 0.9 is regarded as satisfactory for Cronbach’s alpha and composite
reliability (Nunnally & Bernstein, 1994; Tabachnick & Fidell, 2013).
The internal consistency reliability results are reported in Table 3, based on the scale
descriptions as reported in Table 2.
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CONSTRUCT

CORPORATE EXPERTISE

CORPORATE VALUES

DISCRETIONARY CSR
PRACTICES

MORAL CSR PRACTICES

RELATIONAL CSR
PRACTICES
CSR FAMILIARITY

SCALE

TOTAL INTER-ITEM
CORRELATION

Nedbank_CORPID1

0.60

Nedbank_CORPID2

0.50

Nedbank_CORPID3

0.56

Nedbank_CORPID4

0.50

Nedbank_CORPID5

0.59

Nedbank_CORPID6

0.69

Nedbank_CORPID7

0.66

Nedbank_CORPID8

0.48

Nedbank_CSR_Q1

0.47

Nedbank_CSR_Q2

0.47

Nedbank_CSR_Q3

0.58

Nedbank_CSR_Q4

0.67

Nedbank_CSR_Q5

0.64

Nedbank_CSR_Q6

0.67

Nedbank_CSR_Q7

0.69

Nedbank_CSR_Q8

0.45

Nedbank_CSR_Q10

0.60

Nedbank_CSR_Q11

0.57

Nedbank_CSR_Q13

0.65

Nedbank_CSR_Q9

0.34

Nedbank_CSR_Q12

0.34

Practices_Nedbank_Q1

0.60

Practices_Nedbank_Q2

0.70

Practices_Nedbank_Q3

0.68

CRONBACH’S COMPOSITE
ALPHA
RELIABILITY

0.75

0.84

0.79

0.87

0.64

0.84

0.87

0.90

0.51

0.80

0.81

0.89

Table 3: Internal consistency reliability results
Source: Constructed by the authors

Corporate expertise, corporate values, moral CSR practices and CSR familiarity
obtained Cronbach’s alpha values larger than 0.70. The inter-item correlations
for these constructs ranged between 0.45 and 0.70. The results thus indicate that
the measurement items accurately measured the respective constructs.
The discretionary and relational CSR practices constructs obtained Cronbach’s
alpha values of 0.64 and 0.51, respectively. It should be noted that the
discretionary and relational CSR practices were only measured by two items and
therefore obtained comparatively lower reliability scores. The lower Cronbach’s
alpha values are deemed satisfactory since the inter-item correlation scores for
discretionary and relational CSR practices is 0.47 and 0.34. The composite
reliability values for all the constructs were between 0.80 and 0.90. This result
indicates that the factors exhibited acceptable internal consistency reliability.
4.2 Validity of the model
Internal, external and construct validity were assessed. A single researcher applied
the measurement model. The findings are only generalisable to the sample
respondents. To ensure construct validity, the constructs were clearly defined.
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The average variance extracted (AVE) measure can be used to determine
convergent validity. This measure reflects the average percentage of variation
captured by the measurement items in a construct (Götz, Liehr-Gobbers & Krafft,
2010). The AVE was calculated for every construct by summing the squared
loadings of the indicators associated with the construct and then dividing it by the
number of measures. Fornell and Larker (1981) proposed that an AVE value
larger than 0.5 represents strong convergent validity. As reflected in Table 4, it
can be concluded that the constructs exhibit acceptable convergent validity.

CONSTRUCT

AVE

Corporate expertise

0.57

Corporate values

0.62

Discretionary CSR practices

0.73

Moral CSR practices

0.50

Relational CSR practices

0.67

CSR familiarity

0.72

Table 4: Convergent Validity
Source: Constructed by the authors

The heterotrait-monotrait (HTMT) ratio of correlations were used to assess
discriminant validity. The HTMT criterion measures the average of the
correlations of the indicators across the different constructs, relative to the
average of the correlations of the indicators within the same construct (Henseler,
Ringle & Sarstedt, 2015). The HTMT results are provided in Table 5.

CONSTRUCT

RELATIONAL
MORAL
DISCRETIONARY
BRAND
CSR
CORPORATE CORPORATE
CSR
CSR
CSR
FAMILIARITY
FAMILIARITY
VALUES
EXPERTISE
PRACTICES
PRACTICES PRACTICES

Discretionary
CSR
practices

0.16

n/a

n/a

n/a

n/a

n/a

n/a

CSR
familiarity

0.19

0.46

n/a

n/a

n/a

n/a

n/a

Moral CSR
practices

0.19

0.67

0.47

n/a

n/a

n/a

n/a

Relational
CSR
practices

0.15

0.98

0.58

1.12

n/a

n/a

n/a

Corporate
expertise

0.41

0.50

0.33

0.61

0.68

n/a

n/a

Corporate
values

0.21

0.72

0.44

0.72

0.88

0.77

n/a

Investment
intention

0.18

0.45

0.40

0.53

0.61

0.53

0.52

Table 5: Heterotrait-monotrait results
Source: Constructed by the authors
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Table 5 reveals that most of the ratios are less than 0.90, which indicates
discriminant validity (Gold, Malhotra & Segars, 2001). However, the HTMT value
between relational CSR practices and discretionary CSR practices was 0.98. This
value suggests that the constructs might not be unrelated. Yet, it has been proposed
that a correlation smaller than one show that the true correlation between the
constructs should differ (Henseler et al., 2015). The HTMT value between relational
CSR practices and moral CSR practices, exceeds one. This result indicates that these
two constructs do not exhibit sufficient discriminant validity.
4.3 Assessment of the outer loadings of the measurement indicators
The final assessment of the measurement model is to evaluate the significance of
the factor loadings of the measurement indicators. The factor loadings were
inspected through bootstrapping to determine whether zero has been included in
the 95 per cent confidence interval (CI) (Chin, 1998). Table 6 illustrates the outer
loadings for the constructs.
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CONSTRUCT

PATH (CONSTRUCT TO MEASUREMENT ITEM)

Brand
Familiarity
Familiarity

Corporate
Expertise

Corporate
values

Discretionary CSR
Practices

Moral CSR
Practices

Relational
CSR
Practices

95% CI
LOADING (LOWER)

95% CI
(UPPER)

SIGNIFICANT
FROM CI

T-TEST
(PVALUE)

Brand Familiarity

1.00

n/a

n/a

n/a

n/a

Nedbank_CORPID1

Corporate Expertise

0.79

0.76

0.81

Significant

0.00

Nedbank_CORPID2

Corporate Expertise

0.76

0.73

0.81

Significant

0.00

Nedbank_CORPID3

Corporate Exper�se

0.77

0.75

0.80

Significant

0.00

Nedbank_CORPID4

Corporate Expertise

0.69

0.64

0.72

Significant

0.00

Nedbank_CORPID5

Corporate Values

0.76

0.73

0.78

Significant

0.00

Nedbank_CORPID6

Corporate Values

0.83

0.81

0.85

Significant

0.00

Nedbank_CORPID7

Corporate Values

0.83

0.81

0.85

Significant

0.00

Nedbank_CORPID8

Corporate Values

0.72

0.68

0.75

Significant

0.00

Nedbank_CSR_Q1

Discretionary CSR
Practices

0.91

0.90

0.93

Significant

0.00

Nedbank_CSR_Q2

Discretionary CSR
Practices

0.79

0.74

0.82

Significant

0.00

Nedbank_CSR_Q3

Moral CSR Practices

0.69

0.66

0.72

Significant

0.00

Nedbank_CSR_Q4

Moral CSR Practices

0.77

0.74

0.79

Significant

0.00

Nedbank_CSR_Q5

Moral CSR Practices

0.72

0.69

0.75

Significant

0.00

Nedbank_CSR_Q6

Moral CSR Practices

0.75

0.73

0.78

Significant

0.00

Nedbank_CSR_Q7

Moral CSR Practices

0.78

0.75

0.80

Significant

0.00

Nedbank_CSR_Q8

Moral CSR Practices

0.55

0.50

0.58

Significant

0.00

Nedbank_CSR_Q10

Moral CSR Practices

0.68

0.65

0.71

Significant

0.00

Nedbank_CSR_Q11

Moral CSR Practices

0.66

0.63

0.70

Significant

0.00

Nedbank_CSR_Q13

Moral CSR Practices

0.74

0.71

0.77

Significant

0.00

Nedbank_CSR_Q9

Relational CSR
Practices

0.75

0.72

0.78

Significant

0.00

Nedbank_CSR_Q12

Relational CSR
Practices

0.87

0.85

0.89

Significant

0.00

Practices_Nedbank_Q1

CSR Familiarity

0.82

0.79

0.84

Significant

0.00

CSR
Familiarity Practices_Nedbank_Q2

CSR Familiarity

0.87

0.85

0.89

Significant

0.00

Practices_Nedbank_Q3

CSR Familiarity

0.87

0.85

0.88

Significant

0.00

Investment Intention

1.00

n/a

n/a

n/a

n/a

Investment
Shares_Nedbank
Intention

Table 6: Outer loadings for the measurement model
Source: Constructed by the authors
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From Table 6 it can be concluded that the paths between the measurement items
and the relevant constructs were statistically significant since none of the CIs
contained zero. These results confirm that each item included in the respective
construct scales measured what it was intended to measure. It should be noted that
brand familiarity and investment intention had outer loadings of 1.00, as these
constructs were measured by a single item. The bootstrap analysis was, therefore,
not applicable to these two constructs.
5. CONCLUSIONS, LIMITATIONS AND SUGGESTIONS FOR
FUTURE RESEARCH
Literature shows that perceptions of CSR practices and corporate identity have an
impact on consumers’ attitudes and their purchase intentions (Brown & Dacin, 1997;
David et al., 2005; Alniacik et al., 2011). Some scholars have noted that consumer
behavioural factors can predict the intention of individuals to invest in the shares of
a company (Lim et al., 2013; Arshad et al., 2020). The purpose of the study was to
investigate whether a decision model based on consumer behavioural constructs could
be used to determine whether CSR has an impact on investors’ intention to invest.
The first objective was addressed by selecting David et al.’s (2005) dual-process
model based on consumer behavioural constructs. In line with the second research
objective, the model was adapted to account for investment intention. The third
objective was met by conducting statistical analysis to confirm the applicability of the
adapted model in the investment context. The authors thus make a methodological
contribution by confirming that the adapted consumer behavioural model is
applicable to assess the role that perception of corporate identify and CSR practices
play in investment intention.
The data analysis confirmed that the measurement scales are reliable and valid in
the investment context. Acceptable Cronbach’s alpha and composite reliability
values were reported. The constructs exhibited acceptable convergent validity. The
traits considered in this study (expert, innovative, skilled, experienced, activist,
compassionate, sincere, and trustworthy) can, hence, be used to manage the
corporate expertise and corporate values dimensions of corporate identity. David et
al. (2005) proposed that these eight traits could be used to measure corporate
identity. Panigyrakis, Panopoulos and Koronaki (2020) confirmed that the expert,
skilled, experienced, activist, compassionate and sincere traits sufficiently reflect the
corporate identity construct. Similarly, Newell, Wu, Leingpibul and Jiang (2016)
agreed that the corporate expertise dimension can be measured by the expert, skill
and experience traits.
Previous researchers have found that CSR practices contribute to social values which
is useful in corporate identity-building (Arendt & Brettel, 2010; Karaosmanoglu et
al., 2016; Tourky et al., 2020). Likewise, in this study, the considered CSR practices
are deemed good indicators of social responsibility practices that can contribute to
building a favourable corporate identity. Consequently, the measurement model
can be applied in the investment context to test the relationships between the
considered constructs.
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Only one company was included in this study to test the applicability of the model.
Future scholars could consider including more than one company and comparing
the results based on companies operating in diverse industries. This study was
furthermore conducted among university students. The sample is hence not
representative of the entire South African population. Future researchers can
therefore apply the model to a non-student sample to improve the external validity.
Brand familiarity and investment intention were measured by single items. Other
scholars also measured familiarity and behavioural intention constructs with single
item scales (Lemmink, Schuijf & Streukens, 2003; Sen, Bhattacharya & Korschun,
2006; Edwards, Lee & La Ferle, 2009; Wang, 2010). It is therefore recommended
that future researchers could include more items to measure these constructs.
Relational and discretionary CSR practices were determined by considering only two
scale items. The CSR scales were based on the CSR practices considered by South
African CSR rating agencies. Other factors that ethical investors consider when they
make investment decisions that influence a company’s long-term sustainability can
be investigated and included in the model.
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ABSTRACT

Businesses create and implement Loyalty Programmes (LPs) to increase sales and

create long-term relationships and commitment with consumers. Poorly executed LPs
can damage the brand and more seriously, the relationship with the customer. The
objective of this paper was to determine whether customers trust loyalty programmes
and whether customers think that the custodians of LPs behave ethically.
The research methodology adopted a positivistic philosophy, using a deductive
approach and a survey data method for the collection of quantitative data. The
results indicate that the participants in this study were comfortable with the LPs they
belong to, however, they had concerns about their data being used for purposes that
they did not agree to.
KEYWORDS:
Loyalty programmes; trust; ethical behaviour; customer relationships.
1. INTRODUCTION
The move to customer centricity has seen an increase in the use of loyalty programmes
(LPs), which is the most commonly used term to summarise various customer
relationship management programmes (Cromhout, Netto, Hamilton and Rootman,
2017). Essentially a LP allows a business to monitor and influence customer choices
(Breugelmans, Bijmolt, Zhang, Basso, Dorotic, Kopalle, Minnam, Mijnlieff and
Wünderlich, 2014). LPs operate on the premise that loyal customers offer businesses a
solid customer base, more frequent purchases, higher profit margins and a group of
customers who voluntarily market the business to prospective customers through
word-of-mouth (McCall & Voorhees, 2010).

ETHICAL CONSIDERATIONS REGARDING TRUST AND CUSTOMER LOYALTY PROGRAMMES

PAGE 75

BEN-AFRICA’S 20TH ANNUAL CONFERENCE: CONFERENCE PROCEEDINGS 2021

LPs are built on the premise that it is more expensive to secure a new customer than to keep
an existing one. LPs have become a major component of customer relationship
management (Steinhoff & Palmatier, 2013). However, despite their popularity, evidence of
them influencing customer loyalty remains inconsistent (McCall & Voorhees, 2010;
Cromhout & Netto, 2020). Loyalty programmes do not necessarily turn all disloyal
customers into loyal customers, however, this does not mean that loyalty programmes
cannot be a useful marketing tool (Leenheer, Van Heerde, Bijmolt and Smidts, 2007).
Trust is regarded as very important in the field of marketing. Trust is defined as “an
expectancy held by an individual that the word, promise, verbal or written statement of
another can be relied upon” (Rotter, 1967, p.651). Trust is nurtured through ethical
behaviour and ethical retailing has become a commonly used term as it entails concepts
such as equality, honesty, justice, integrity and respect. Arjoon and Rambocas (2011)
propose that this encompasses inequalities in the workforce, fake goods and unfair
pricing and in the context of this study, privacy rights, information rights and trust.
The objective of this paper was to determine whether customers trust loyalty
programmes and to determine whether customers think that the custodians of loyalty
programmes behave ethically. The remainder of the paper is structured as follows. The
research problem and research objectives are presented, followed by the literature
review. The research methodology is motivated including an explanation of the selected
research method. The results of the research, including a discussion on the relevance of
the findings, are presented followed by conclusions and managerial recommendations.
2. PROBLEM INVESTIGATED AND RESEARCH OBJECTIVE
LPs can be traced back to the late eighteenth century, where US merchants used copper
tokens for consumers to exchange for goods (Kim et al., 2021.) The loyalty programme
market was valued at $ 2133.2 million in 2018, with projections to reach $7126.8
million in 2026 (Fruend, 2017). The 2019/2020 Truth and BrandMapp loyalty survey
indicated that 72% economically active South Africans use loyalty programmes
(Cromhout & Netto, 2020). Successful LPs are built on relationships and encourage
consumers to purchase frequently, increase purchase amounts and increase the
spending share of their wallets.
Extensive research has been done on LPs from the point of view of providers and
whether they can influence consumer behaviour (Dorotic, Bijmolt and Verhoef, 2012).
The main research problem addressed in this paper is that limited research has been
conducted on ethical considerations of LPs with regard to trust. The research objective of
this paper was thus to determine whether customers trust loyalty programmes and to
determine the perceptions of customers regarding the ethical behaviour of the LP
providers. The research question investigated in this study is: What are the perceptions
of consumers regarding LPs and the ethical use of data - do they trust them?
3. LITERATURE REVIEW
Loyalty programmes are common across a wide range of industries and come in various
forms. Organisations have created loyalty programmes for competitive advantage,
through customer retention and acquisition, which has resulted in organisations
rethinking their relationships with their customers (Dlamini, 2016). LPs are seen as a
strategic marketing tool, offering benefits for customers in the form of rewards and for
organisations in the form of repeat business, customer insights and ultimately customer
loyalty (Breugelmans et al., 2014). Nandal, Nandal and Malik (2020. p 1080) identified
eleven different types of LPs (Table 1).
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TYPE OF PROGRAMME

DESCRIPTION

Frequency Loyalty Programme

If the customer buys a ‘x’ number of items, they get ‘y’ free.

Earn Points To Get Rewards

Points are exchanged for rewards.

Cash Back

Customers get cash back depending on how much they spend.

Point Programmes

The more you spend, the more points you get.

Spend Programme

Credits are given depending on how much the customer spends.

Tiered Programme

As the points increase, so do the levels.

Paid Programme- VIP member

An annual or monthly membership fee is required.

Value based Programme

For every purchase made, a certain amount is donated to a cause.

Partnered Programme

Offer more opportunities by partnering with other businesses.

Game Programme

Used to ease boredom. Convert points into a game application to encourage
purchase.

Hybrid Programme

Two loyalty systems are combined e.g. tier and game programme.

Table 1: Types of Loyalty programmes.

There are two dominant LP structures, the first is based on a reward system and is
also known as a frequency reward programme (Kopalle et al., 2012). Members earn
points for purchases and can redeem accumulated points for rewards, such as
additional products, services or even cash (Chun et al., 2020). The second is based
on a tier system, where customers qualify for another tier depending on what they
spend (Kopalle et al., 2012). Tiered reward programmes are common and are
based on the Pareto principle, also called the 80-20 rule (McCall & Voorhees, 2010).
American Airlines introduced the first frequent flyer programme in 1981, which was
followed by a surge of programmes across all industries (Steinhoff & Palmatier, 2014).
LPs are an integrated system of marketing actions that aims to make customers
more loyal by developing personalised relationships with them (Meyer-Waarden,
2006). Both of these loyalty programmes rely on an accumulation of sales to
determine which customers qualify for which rewards (Kopalle et al., 2012). The
reward programmes are once off, whereas a tier system offers a steady flow of
benefits as long as the customer remains a member of that tier.
There have been many recent developments in LP practices, which are driven by
advancements in information technology, marketing analytics and consumer
interface platforms (e.g., mobile devices), that impose new challenges and
create exciting opportunities (Breugelmans et al., 2014). In today’s world of
conscious consumerism, customers expect loyalty programme rewards that
support ethical causes that consumers care about (loyaltylion, 2020).
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Loyalty programmes offer a variety of rewards, either as acquisition or exchange.
Acquisition relates to direct benefits, such as economic rewards. Exchange includes
intangible rewards, such as privileged access to certain things, for example airport
business lounges (McCall & Voorhees, 2010). All LPs should include the following
characteristics, namely: they should foster loyalty; be well structured; have a
long-term focus; offer rewards; and be supported by ongoing marketing efforts
(Dorotic et al., 2012). Globally, the most prominent industries which use loyalty
programmes are as follows. The Food and Beverage industry uses the ‘Buy x get y
free’ model of loyalty rewards. The switch to digital platforms is common in this
industry. Starbucks (2021), for example, promise that your purchases add up to free
food and drinks. In addition, you can pay with your mobile phone.
Loyalty programmes are also used frequently in the Cosmetics and Beauty industry.
Sephora (2021) for example uses a tier system where the options are entry level to
VIB (Very Important Beauty). Clicks has one of the most successful LPs in South
Africa. Supplements and vitamins are products that customers buy regularly on an
ongoing basis and are thus well suited for a LP. The same principle for supplements
and vitamins applies to the pharmaceutical industry. Retail and hospitality are
industries where LPs are most often used.
Digital loyalty apps are a good way to create a personalised shopping experience in
these industries. Travel and tourism, who make use of airline miles and hotel loyalty
programmes were the first industry to introduce LPs. This industry also allows for
customer sharing, for example, airlines and car rental companies. Pet products and
gaming are industries where the use of LPs is common (Davis, 2019). The top
programmes in South Africa are Clicks Clubcard, Pick n Pay Smartshopper,
Dis–Chem benefit, Woolworths WRewards, FNB ebucks and EDCON thank u
(Cromhout & Netto, 2020).
3.1 Loyalty programmes studies and related theories
Dorotic et al. (2012) identified that the effects Loyalty Programmes had on customer
attitudes and behaviour were poorly understood and should also be the subject of
further research. The objective of LPs is to create a win-win situation for both parties
(Stauss et al., 2005). Although there are many benefits that come with LPs, there are
also negatives and limitations. A number of programmes have expiry dates on
rewards, so accumulating points for a sizable purchase in the future, might be futile
(Saleem, 2019). Bringing in an expiration time or adjusting it may have a
farther-reaching impact on consumer purchases and ultimately firm outcomes
(Breugelmans & Liu-Thompkins, 2017). It is unclear how organisations decide on
reward expiry in their programmes.
Bazargan et al. (2017) introduce the mental accounting theory and its effect on
customer redemption decisions. They advocate that customers have to weigh the
gain, either from point accumulation or a cash discount versus the loss of redeemed
rewards or missing the opportunity to save on the price. In addition, some credit
reward points are only valid for specific transactions at specific places.
Customer-value-orientation differentiation can be seen as discriminatory and unfair
(Stauss et al., 2005). Reward expiration may have a negative effect on customer
satisfaction, which has seen the abolishment of expiration points altogether (Strauss
et al., 2005). Brierly (2012) believes that rewards are based on the wrong metrics,
that cadence is slow, that the top 2% are over rewarded and that lost status destroys
relationships. On the other hand, expiry dates can incentivise customers to spend so
as not to lose the rewards (Kopalle et al., 2012).
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Pez et al. (2017) propose that although there are many benefits to loyalty
programmes, the pressure loyalty programmes exerts on consumers can be
detrimental to their psychological well- being. Consumers also feel the need to
spend their points before they expire. Hull’s (1932) Goal Gradient Effect theory
states that as people get closer to a reward, they speed up their behaviour to get to
their goal faster. The LP pushes the customers to keep buying until they achieve their
goal and redeem their reward (Clinehens, 2020).
Steinhoff and Palmatier’s (2014) study investigated the effectiveness of LPs,
which included the effects of gratitude, status and unfairness as well as rule
clarity, reward exclusivity and reward visibility. They emphasise that loyalty
programmes have two types of customers, namely target customers, who receive
rewards and bystanders, who do not receive rewards. This can influence
customer behaviour and all customers start-off as bystanders. If an organisation
treats them unfairly or delegates them to low status initially, it will be difficult to
develop a strong relationship.
LPs have three categories of benefits. Firstly, Utilitarian benefits, which are tangible
and include discounts, points and vouchers which reflect in monetary savings.
Secondly, Hedonic benefits, which refer to the pleasure of accumulating and
redeeming points. And finally, Symbolic benefits, which include social benefits and
recognition such as status, a sense of belonging, preferential treatment and
recognition (Stathopoulou & Balabanis, 2016). Hedonic and Symbolic benefits are
emotional and experiential.
Organisations develop trust by delivering on their promises. Stauss et al. (2005)
based their study on LPs in Frustration Theory where frustration is defined as a
special form of dissatisfaction, which is evident from media reports that customers
experience with loyalty programmes, resulting in negative emotional and cognitive
effects. They comment that this could lead to a reduction in loyalty, which is not the
purpose of the LP. Stauss et al. (2005) identified four categories of frustration:
qualification barriers, inaccessibility, worthlessness and redemption costs.
South African respondents in the Truth study expressed concerns about the
complexity of LPs as well as personal data usage and not earning enough to extract
value from the programme offerings (Cromhout & Netto, 2020). In the Truth study,
it is reported that the number one frustration with loyalty users in South Africa is that
you have to spend a fortune to get rewards.
From the organisation’s point of view, the future value of loyalty points is a liability,
which can affect an organisation’s earnings and profitability (Chun et al., 2020).
This is one of the reasons why organisations change redemption periods and
shorten expiry dates. Unredeemed loyalty programme currency represents a liability
that is a serious concern for businesses (Bartold, 2008).
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3.2 Trust
Trust is a key moral and ethical component of transactional relationships (Tallant &
Donati, 2019). The value of building trust into customer offerings is seen in the resultant
effects of increased loyalty and customer retention (Mosavi & Ghaedi, 2012). Trust is at
the core of loyalty and a key enabler when establishing sustainable relationships with
customers (Dlamini, 2016). The concept of trust has gained considerable importance in
the field of marketing, specifically relationship marketing (Kantsperger & Kunz, 2010).
Trust is a belief or expectation about an exchange partner’s trustworthiness, which
results from the partner’s expertise or reliability and the conceptualisation of trust as a
reliance on a partner involving vulnerability and uncertainty on the part of the trustor
(Eisingerich & Bell, 2006). The foundation of any brand promise is trust. This promise
relates to both the product or service as well as ethical considerations, such as the
management of personal data (Fraser, 2020).
There are many closely related concepts related to trust. The one that is appropriate for
this study is contractual trust, where x places trust in y, in other words, the customer
places trust in the company offering the loyalty programme (Tallant & Donati, 2019).
Trust stems from the members belief that the company will adhere to promises, not
as part of legalities and contractual arrangements, but instead out of a greater
sense of consciousness and Corporate Social Responsibility (Martínez & Rodríguez
del Bosque, 2013).
Higher levels of consumer trust can provide a means by which organisations can
achieve profitable positions through enhanced customisation and opportunities for cross
selling (Eisingerich & Bell, 2006). Customers usually join LPs because of their
expectations that LPs will meet their goals and deliver on their expectations
(Stathopoulou & Balabanis, 2016). Retailers’ ethics should include reliability and
non-deception where reliability relates to customers’ trust and belief that obligations will
be fulfilled (Arjoon & Ramboca, 2014).
The level of privacy afforded to customers by the programme influences the general
attitude of customers toward LPs (Gómez et al., 2012). The desire for privacy influenced
the customers’ willingness to participate in LPs when personal data needed to be
provided to join the programme (Xie & Chen, 2013). The Protection of Personal
Information Act (Act No. 4 of 2013) governs all South African institutions to ensure
responsible conduct in terms of the collection, processing, storage and sharing of
another entity’s personal information. All businesses in South Africa must comply with
the act from 1 July 2021. Privacy goes beyond the uncertainty of providing personal
information, but includes the degree to which information is shared, rented or sold to
third parties who have marketing-related interests (Arjoon & Ramboca, 2014).
Organisations need to adjust to a world where they are data custodians using private
customer data on explicitly agreed terms (Fraser, 2020).
Distrust, on the other hand is not merely the absence of trust. Distrust is earned by poor
performance, not delivering on promises and immoral or unethical behaviour (Tallant &
Donati, 2019). Distrust stems from deception when there is a misrepresentation, omission,
or any practice that is likely to mislead the consumer acting reasonably in the circumstances,
to the consumer's detriment (Arjoon & Ramboca, 2014).
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3.3 Theoretical base
In addition to the Frustration Theory, the Goal Gradient Effect Theory and the
Accounting Theory mentioned above, many theories apply to LPs. These theories are
briefly mentioned below.
The commitment-trust theory of relationship marketing says that two fundamental
factors, trust and commitment, must exist for a relationship to be successful (Morgan &
Hunt, 1994). The constructs of this theory are critical for LPs to work and for relationships
with customers to last.
Equity theory also applies as people compare what they get in terms of rewards against
those of others (Adams, 1963). The theory emphasises that there should be fair balance to
maintain strong relationships. Combined with this theory is the social comparison theory.
This theory proposes that positive reward affects customer status positively, which positively
affects customer performance outcomes (Steinhoff & Palmatier, 2014).
Exchange rules and norms define expectations of transactions. The core assumption of
Social Exchange Theory (SET) is that attitudes and behaviours are determined by the benefits
and future benefits of the organisation and customer relationships (Dlamini, 2016). There
are key features of Social Exchange Theory. Firstly, it is a voluntary interaction; secondly,
there is an expectation of return or cost; thirdly, an expectation of future return for efforts
expended exists; and finally, participants react negatively if their expectation or anticipated
reward are not met (Henderson et al., 2011). A minimum of two participants are required
for an exchange.
Social Exchange Theory demonstrates the link between positive affective bonds such as trust,
commitment and satisfaction, which lead to provider loyalty (Mosavi & Ghaedi, 2012). The
underlying premise of SET is that human behaviour or social interaction is an exchange of
activity, tangible and intangible, particularly of rewards and costs (Nunkoo, 2015; Homans,
1961). SET considers exchange as the basis of human behaviour (Homans, 1961).
4. RESEARCH METHODOLOGY
This paper adopted a positivistic research philosophy, a deductive approach, and used a
survey data collection method and cross-sectional time horizon, with quantitative data
collected from respondents using an on-line questionnaire. The questionnaire was
operationalised from literature. The objective of this paper was to determine whether
customers trust loyalty programmes and to determine whether customers think that the
custodians of loyalty programmes behave ethically.
The sampling method used was non-probability sampling, as potential participants were not
randomly selected and convenience and snowball sampling were used. A link to the
questionnaire on Questionpro was distributed via email to Nelson Mandela University
Business School postgraduate students. They shared the link with their networks, who were
mainly based in the large metropolitan areas in South Africa, such as Cape Town,
Johannesburg, Nelson Mandela Bay and Durban. Participants were assured of their
anonymity and that they could withdraw from the survey at any time. The questionnaire
recorded demographic data and included 5-point Likert scale items for participants to
provide feedback on their behaviour, attitudes and perceptions of loyalty programmes.
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5. RESULTS
The demographic profiles of the participants are indicated in Table 2. There was a fairly even
distribution of male (43%, n=469) vs female (57%, n=621) respondents. The level of
education indicates that the respondents are not representative of the South African
population (84%, n=915). This holds true for the monthly household income, where 76%
(n=827) of the respondents’ monthly household income is between R30 000 and R70 000.
The 2019/2020 Truth study, which is the largest independent annual survey on customer
loyalty programmes, only surveys consumers who are in a position to be influenced by
loyalty programmes. They indicate that the target consumer for this is households who earn
more than R10 000 per month (Cromhout & Netto, 2020).

GENDER

RACE

LEVEL OF EDUCATION

Male

469 (43%)

Black

486 (45%)

Matric and lower

175 (16%)

Female

621 (57%)

Coloured

230 (21%)

Post matric

915 (84%)

White

304 (28%)

AGE

EMPLOYMENT STATUS

26-45 years

818 (76%)

Asian

54 (5%)

Employed

943 (87%)

46-55 years

146 (14%)

Other

16 (1%)

Unemployed

31 (3%)

Self employed

79 (7%)

MONTHLY HOUSEHOLD
INCOME

HOUSEHOLD SIZE

<R10 000

82 (8%)

1 person

143 (13%)

Full time student

24 (2%)

<R30 000

365 (33%)

2 people

266 (24%)

Retired

13 (1%)

<R50 000

322 (30%)

3 people

212 (19%)

<R70 000

140 (13%)

4 people

242 (23%)

<R90 000

9 (8%)

5 people

159 (15%)

R90 000 +

86 (8%)

> 5 people

6 (6%)

Table 2: Demographic profile of participants (n=1090)
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Table 3 indicates the popularity of loyalty cards across a number of sectors with grocery retail
being the most popular. The understanding of the component of loyalty in the context of
Loyalty Programmes is best achieved through a dimensional approach (Worthington et al.,
2009). The literature revealed that consumers approach loyalty programmes from two
angles: behavioural (what they do) and attitudinal (what they think). Behavioural loyalty is
the actual purchase behaviour. Purchase behaviour is characterised by high buying
frequency and is measured in terms of its share of wallet (Leenheer et al., 2007).

LOYALTY PROGRAMME OR CARD PARTICIPATION

N

%

Yes

880

81%

No

210

19%

Total

1090

100%

LOYALTY PROGRAMME/CARD PARTICIPATION PER
CATEGORY

NO

YES

N

%

N

%

Any Card

434

40%

656

60%

Grocery Retail

447

41%

643

59%

Health and Beauty

487

45%

603

55%

Banking, Credit Cards

477

44%

613

56%

Insurance, Medical Aid

704

65%

386

35%

Travel, Hospitality

824

76%

266

24%

Restaurants, Fast Foods

691

63%

399

37%

Mobile Phones

753

69%

337

31%

Entertainment, Gaming

930

85%

160

15%

Table 3: Frequency Distribution: Loyalty Programme/Card Participation

Behavioural loyalty theories focus on the patterns of purchase, more especially frequency,
pattern, probability and share of total purchase, which are applied to qualify/quantify
loyalty. Attitudinal loyalty measures customer’s actions and feelings, which help with loyalty
construct development in two ways, namely conceptualisation and measurement
(Worthington et al., 2009). These are indicated in Table 4 by behavioural Trust (BT) and
Attitudinal Trust (AT). The 5 point Likert scales have been collapsed for reporting purposes.
The categories, Strongly disagree and Disagree have been combined, as well as Agree and
Strongly Agree for reporting purposes.
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CODE

DISAGREE

NEUTRAL

AGREE

%

N

%

N

%

N

STATEMENT

AT 01

I feel that loyalty cards/programmes monitor
my every move

30%

221

20%

154

50%

365

AT 02

I am nervous about loyalty cards/programmes
using my personal information

34%

250

19%

145

47%

345

AT 03

I get annoyed when loyalty cards/programmes
contact me all the time

64%

469

18%

136

18%

135

AT 04

I think loyalty cards/ programmes are
worthwhile and I am willing to give my
personal details for this

33%

240

38%

283

29%

217

BT 01

Loyalty cards/programmes are truthful about
what they do with the data I give them

36%

267

46%

342

18%

131

AT 05

Loyalty cards/programmes are set up to
increase profit

67%

496

25%

185

8%

59

AT 06

Loyalty cards/programmes donate to
upliftment programmes as promised

13%

101

64%

466

23%

173

BT 02

Loyalty cards/programmes know too much
about my purchasing behaviour

43%

318

36%

270

21%

152

Table 4: Responses to items

Half of the respondents (AT 01; 50%, n=365) felt that Loyalty Card/Programmes monitored
their every move and this made them anxious regarding the use of their personal
information (AT 02; 47%, n=345). Respondents did not get annoyed when contacted by
Loyalty Card/Programmes (AT 03; 64%, n=469), however (AT 04; 33%, n=240) they were
negative regarding personal information that had to be provided to Loyalty
Card/Programmes with (BT 01; 36%, n=267) respondents not convinced that Loyalty
Card/Programmes were being truthful regarding how this information would be used.
Forty-six percent (n=267) were neutral with regard to this item.
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The majority of respondents (AT 05; 67%, n=496) did not find Loyalty Card/Programmes set
up to increase profits and 63% (n=466; AT 06) were neutral regarding their perception of
Loyalty Card/Programmes donations to upliftment programmes or charities. Forty-three
percent (n=318) of respondents (BT 02) did not find that Loyalty Card/Programmes had too
much knowledge regarding their purchasing behaviour. Thus, respondents felt cautious
about sharing information with Loyalty Card/Programmes but did find that when they did
share information, it was managed satisfactorily.
Cronbach Alpha Coefficients measure the reliability of the measuring instrument. The
Factor Trust obtained a Cronbach Alpha value of 0.67, indicating acceptable reliability
(Nunnally,1978).

FACTOR
Attitudinal –

N

MEAN

S.D.

H1: µ

T

DEF.

P

COHEN'S D

SIGNIFICANT

740

2,75

0,68

≠2.60

5,91

739

<.0005

0.22 Small

Yes

655

<.0005

Trust

0.14

Behavioural –
656

Trust

2,70

0,72

≠2.60

3,60

No
Not sig.

Table 5: One-Sample T-Tests: Factors

Table 5 indicates that the factor, Attitudinal-Trust is statistically significant (p<.0005,
t=5,91) and has a positive mean score (µ=2,75) and a small practical significance
(Cohen’s d = 0.22). The factor Behavioural-Trust is statistically significant (p<.0005;
t=3,60), however, not practically significant (Cohen’s d = 0.14). Table 6 indicates that
the two biographical variables, Race (p=0,020) and Gender (p=0,012) were statistically
significant for the factor, Attitudinal-Trust.

EFFECT

F-VALUE

D.F.

P

COHEN'S D

Age

0,58

4; 685

,680

n/a

Race

3,29

3; 685

,020

n/a

Gender

6,28

1; 685

,012

0,21

Household Size

0,47

5; 685

,795

n/a

Monthly Household Income

0,28

4; 685

,892

n/a

Highest Level of Education

2,31

3; 685

,076

n/a

Table 6: Univariate ANOVA Results – Attitudinal – Trust
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The results indicated that Race was statistically significant (p=0.020) but not practically
significant. Gender was found to be statistically significant (p = 0.012) with a small practical
significance (Cohen’s d=0.21).

EFFECT

LEVEL 1

LEVEL 2

M1

M2

P*

COHEN'S D

Race

Asian

Black

2,79

2,79

1,000

0,00

Asian

Coloured

2,79

2,78

1,000

0,02

Asian

White

2,79

2,64

,651

0,23

Black

Coloured

2,79

2,78

,999

0,02

Black

White

2,79

2,64

,094

0,22

Coloured

White

2,78

2,64

,290

0,22

Female

Male

2,80

2,66

,012

0,21

Gender

* Scheffé Test if 3+ Levels, else t-Test

Table 7: Post-Hoc Results - Attitudinal–Trust

Post-hoc results, presented in Table 7 did not differentiate between any race group, but
found Females to be more positive (µ=2,80) than Males (µ=2,66) when considering the
factor Attitudinal – Trust. Table 8 indicates that the biographical variable, Highest Level of
Education (p<0,001) was statistically significant for the factor, Behavioural-Trust.

EFFECT

F-VALUE

D.F.

P

COHEN'S D

Age

0,34

4; 606

,853

n/a

Race

0,36

3; 606

,779

n/a

Gender

1,50

1; 606

,221

n/a

Household Size

0,98

5; 606

,431

n/a

Monthly Household Income

0,51

4; 606

,726

n/a

Highest Level of Education

5,45

3; 606

,001

n/a

Table 8: Univariate ANOVA Results – Behavioural–Trust
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EFFECT

LEVEL 1

LEVEL 2

M1

M2

SCHEFFÉ P

COHEN'S D

Highest Level of
Education

Not Diploma

Diploma

2,92

2,81

,753

0,16

Not Diploma

Degree

2,92

2,58

,002

0,46

Not Diploma

M+D

2,92

2,67

,175

0,32

Diploma

Degree

2,81

2,58

,021

0,32

Diploma

M+D

2,81

2,67

,580

0,20

Degree

M+D

2,58

2,67

,802

0,12

Table 9: Post-Hoc Results - Behavioural – Trust

Post-hoc results, presented in Table 9, differentiated between 2 educational groups, namely
Non Diploma versus Degree (Scheffé p<0.002; Cohen’s d=0.46) and Diploma versus
Degree (Scheffé p=0.021 and Cohen’s d=0.32), to be statistically significant with a small
practical significance. Respondents who had not achieved a Diploma were more positive
(µ=2.92) than respondents who had achieved a degree (µ=2,58) and those who had
obtained a Diploma were more positive (µ=2,81) than those who had obtained a Degree
(µ=2,58), when considering the factor Behavioural–Trust. Respondents with a degree
trusted loyalty programmes less and therefore participated less in LPs.
6. CONCLUSIONS, LIMITATIONS AND FUTURE RESEARCH
The objective of LPs is to strengthen the relationships with customers. LPs should create a
win-win for all involved. The literature highlighted a number of negative issues regarding
LPs, such as chasing points, which might result in over spending, frustration with
qualification barriers, inaccessibility, worthlessness and redemption costs, the complexity of
programmes and having to spend a lot to be eligible for rewards.
The participants in this study seem to be comfortable with the LPs they belong to, however, they
show concerns about their data being used for purposes that they did not agree to. The following
two responses indicate that the respondents do not trust their LPs. “I feel that loyalty
cards/programmes monitor my every move” (50%) and “I am nervous about loyalty
cards/programmes using my personal information” (47%). This aligns with the findings from the
Truth report where 29% of respondents felt that LPs should not be able to use their data at all.
Twenty eight percent said it was alright if their data was used as long that were told that it was
happening and 21% who responded that they avoid programmes that might use their data
(Cromhout & Netto, 2020). The issue of trust is a common theme in these findings.
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The increase in academic research on LPs is directly related to the increase in the use of LPs.
However, as Dorotic et al. (2012) comment, the studies have often brought more confusion
than guidance for organisations. Organisations need to adjust to a world where they are
data custodians using private customer’ data on explicitly agreed terms (Fraser, 2020).
Social Exchange Theory demonstrates the link between positive affective bonds such as trust,
commitment and satisfaction, which lead to provider loyalty (Mosavi & Ghaedi, 2012).
Trust is at the core of loyalty and a key enabler when establishing sustainable relationships
with customers (Dlamini, 2016). Many LPs perform poorly because of a lack of
understanding of the effects of gratitude, status and unfairness and the interpretation of rule
clarity, reward exclusivity and reward visibility (Steinhoff & Palmatier, 2014). If the issue of
trust is addressed, there might be better performance. If LPs behaved ethically and were
honest about what they did with customer data, what their rules are regarding expiry, they
would perform better. This paper contributes on a practical level in terms of the important
trust and ethical components that the originators of loyalty programmes should include. The
paper contributes to relationship marketing as all the theories included in the paper are in
some way related to the building of relationships with customers.
The limitations of the study are that the findings are limited to the cross sectional design of
the study. A longitudinal study could give time-based insights. In addition, the study was
conducted online, which excludes the vast majority of South African consumers who do not
have access to the Internet. Eighty four percent (n= 915) had a post-matric qualification,
which is also not representative of the South African population.
Future research should focus on a broader selection of the South African population. A study
on why consumers do not use loyalty cards would possibly offer deeper insights in terms of
factors LP owners should consider in the design of their offerings.
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ABSTRACT

Ethics has always been described as ethos and values which govern a specific

system. Ethical norms foresee that there is compliance with certain societal morals
or even organizational standards. Organizations would require that codes of ethics
be set up and implemented within a given organizational setting. This study is
motivated by the “gap” still existing in the ethical legal framework put in place to
govern corporate bodies. Whistleblowing has been an efficient weapon used to curb
organizational ethical ills in most developed economies. The readiness of
developing countries to embrace this phenomenon has always been questioned as
its efficacy has often been crippled by the persistence of corruption, fear,
discrimination, and mismanagement in the public sector. Whistleblowing refers to a
warning issued by a member or former member of an organization to the public
about a serious wrongdoing or danger created or concealed within the
organization. While whistleblowing bodies exist in Namibia, such as the
Anti-Corruption Commission as well as the Office of the Ombudsman, their
effectiveness has become an area of concern to stakeholders in Namibia.
Organizational ethical norms and statutes continue to deteriorate at the watch of
these whistleblowing organizations due to the dearth of effectiveness in
implementing a corruption free Namibia.
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Little evidence exists to show the efficacy of ethical compliance within companies
and government Ministries in Namibia. Exploring the challenges as well the
solutions to the problem as echoed here would help in closing the gap which has
continued to widen in Namibia. It is worth highlighting that organizational ethics
bears the onus to show a strong responsibility to foresee that ethical codes put in
place in a given organization is well respected and complied with.
It remains apparent that laws alone when put in place in an organization places it in
a situation where it cannot overcome the problems existing within the organization
itself. The so called notion of “feeding the hand that wants to whistle-blow”
continues to be one of the weaknesses of most organizations in Namibia. This study
is a desktop study and will gather sources from academic articles, interviews,
projects as well textbooks to build from the already existing body of literature
containing information relevant to the issues under discussion and will henceforth
be considered. The approach to the information obtained from these sources is
descriptive, analytical and exploratory in nature. This study will compare various
schools of thought in drawing solutions to the highlighted problems. It also hopes to
expand on the already existing literature on ethics in public organizational structures
as well as the implementation or lack thereof of whistleblowing bodies in cementing
those standards. A comparative analysis between Namibia and Botswana which has
one of the best legal frameworks for organizational ethics within the SADC region
will be explored and strengths on organizational ethics will be drawn for Namibia.
KEY WORDS: Anti-corruption, Corruption, Ethics, Ombudsman, Whistleblowing.
INTRODUCTION:
Background of the study:
Corruption is not new in our world. It continues to affect many counties globally,
from governments to public and private institutions alike. In addition, corruption
hinders fair distribution of fiscus resources, thus having a devastating impact on a
country’s economy. Corruption scandals have raged throughout the world: The
United States of America, Japan, Mexico, Hungry, just to mention a few (Wambui
2016). Namibia too has had its share of corruption scandals and has not been
spared as will be discussed further on in this paper. A number of authors including
Oluwu (1999) distinguish two types of corruption, notably, petty or passive
corruption associated with bribery and poor payment; and grand corruption which is
corruption at a high level often involving politicians (Baez-Camargo et al., 2020).
The two types of corruption will be discussed in depth throughout the study.
Corruption has become a common phenomenon in most countries in the world. The
negative effect corruption has on the political and socio-economic structure of a
country can be evidently observed. That is why there has been a global outcry and
collective effort to tackle this social ill through the implementation of anti-corruption
initiatives and policies across the world (Habimana 2014).
In Africa, Bayart (1999) has argued that a political office in Africa afforded the
recipient of such position privileges to access wealth which he otherwise would not
have had had he not been politically affiliated. Rose-Ackerman, and Daniel
Kuferman (2006) on the other hand have stated that corruption is not only reserved
to countries within the developing world, but extends its evil hand globally. Africa as
a whole continues to encounter numerous cases of corruption and this scourge
continues to ravage public institutions, private institutions, bureaucrats, and political
institutors to mention a few.
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Even though most African countries have attained their “independence” status, they
are far from being “independent” from corruption (Kaur 2020). It is of no essence
that Africa has one of the highest rates of poverty globally because the continent
continues to suffer from the consequences of corruption, even when “effective”
ethical tools and strategies have been planted both within the private and public
sectors, corruption has continued to have its way even where a legal framework has
been set up (Wambui 2016).
Moral and ethical considerations are very important in the fight against corruption.
Thonzhe and Vyas-Doorgapersad (2017:138) define ethics as “a system of moral
principles relating to that branch of philosophy dealing with values on human
conduct, with respect to rightness or wrongness of certain actions.” Explicit in this
definition is that ethics “constitutes the basic principles of correct action undertaken
based on rules of conduct” (Thonzhe & VyasDoorgapersad, 2017:38). A number of
authorities cited by Thonzhe and Vyas-Doorgapersad (2017) highlight the
importance of organisational ethics, and how public sector ethics enhance good
governance (Thonzhe & Vyas-Doorgapersad, 2017: 139). Organizational ethics
highlight the ethos implemented in order to steer any organization in the right
direction, to ensure that there is proper governance in place and that such ethical
norms set in place are being implemented within organizations in Namibia.
Structured ethical norms and values remain to be the most entrusted system of
governance and control in the public and private sectors in Namibia. Without certain
codes and values in place, most systems are bound to fail. Whistleblowing bodies in
Namibia have continually failed to foresee some of the biggest corruption scandals
as most of these happened right under their noses (Joseph Diescho 2000). This
paper hopes to identify the weaknesses experienced by these bodies, as well as
identify mechanisms which have shown to be successful as observed from countries
within the SADC region and Botswana in particular. Corruption, fear, discrimination
and mismanagement continue to take their toll on an already struggling Namibian
economy. The question remains and aims to highlight some of the biggest obstacles
seen by whistleblowing watchdogs and how certain corruption as well as
discrimination sagas were discovered a little too late. This study aims to investigate
means which may be explored to foresee a zero-tolerance of corruption in Namibia,
and this vision would be realized by implementing? conditioning a balanced ethics
legal framework to be strictly followed in both the private and public sectors in
Namibia (Joseph Diescho 2000). Looking to countries such as Botswana with an
excellent rate of curbing corruption as well as a successful whistleblowing legal
framework, lessons could really be drawn from them. Corruption should not be
limited to the misuse of public office for private gain. This definition does not place
adequate emphasis on the role of the private sector in corrupting public officials.
Corruption is not limited to one sector but has been found to exist within public
entities outside of government such as trade unions, community organisations,
sports and political parties. In this context, corrupt practices should be seen as those
involving the misuse of entrusted power for personal gain or the benefit of a group
to which one owes allegiance to. Furthermore, this paper adds to the paucity of
literature on this sensitive subject (Loyens 2020).
Now that corruption has been mentioned and expounded on, it becomes even more
paramount to point out why or how organizational ethics could be integrated in
order to curb the issue of corruption in Namibia. Freedom of speech remains a
fundamental Human Right as enshrined in the Constitution of The Republic of
Namibia. The freedom of speech is rarely utilized by the community. The community
must be educated as to what is required of them to be whistle-blowers and how to
serve the country in this way. The reward of effective whistleblowing would be that
Namibia would enjoy a corruption-free nation.
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In August 1996, five years after gaining her independence, the Namibian Cabinet
launched a national consultative process involving all key institutions of society to
elicit opinion and develop proposals for a comprehensive legislative, administrative
and public framework for the promotion of ethical behaviour and the prevention
and combating of existing corruption in Namibia (Mary Moller 2000).
The Namibian anti-corruption/ethics promotion process considered the
international efforts in which initiatives in favour of good governance, greater
accountability and transparency, and co-operation in combating corruption are
being undertaken by many nations, particularly in the developing world was
furthermore scrutinized (Mary Moller 2000). Countries within the developed
world have an advantage in advancement in technology as well as highly
specialized institutionalized systems of governance meant to uphold as well as
preserve nations free from the stain of corruption.
The Namibian process set to combat corruption is enriched by the experiences
and best practices of other countries, particularly in Africa, that are also engaged
in efforts to promote ethical conduct and to combat corruption within their
respective jurisdictions (Mary Moller 2000). Namibia is not alone in the fight
against corruption, many (however not all) countries have born the terrible
consequences of corruption. Organizations comprising of both the private and
public sectors will continually remain to be the epicentre of corruption because
these sectors share a portion in the country’s fiscus bucket. As alluded to earlier,
corruption has not only been limited to governmental, private and public sectors,
corruption has also crept into trade unions, community organisations, sports and
political parties to mention a few.
Whistleblowing is commonly defined as “the disclosure by organisation members
of illegal, immoral, or illegitimate practices under the control of their employers
to person or organizations that may be able to affect action (Near and Miceli
1985). Whistleblowing may also be described to allow for early detection of
abuse and corruption which decreases negative consequences and minimises the
possibility of future occurrences of the same corrupt acts by the perpetrators
(Swiatek-Barylska and Opera, 2016).
Whistleblowing remains to be a contravention while being a paramount practice
in Namibia and most African countries within the SADC region continue to follow
suit. Namibia has found a niche among countries with the least number of
corruption within the SADC region as compared to Angola and other African
countries. The following graph illustrates the least corrupt countries within the
SADC region. This could be attributed to good governance ethos such as
accountability, diversity, equity, honesty, honour, openness, the rule of law,
self-respect, thankfulness, and tolerance. This graph weighs the SADC country
against the transparency international corruption index as illustrated by (New
African, The Growing Menace of Corruption in Southern Africa, Allen Choruma,
01/11/2018.). With the ongoing corruption scandals occurring in number, the
graph would not depict how long Namibia would maintain such status. Botswana
on the other hand has continued to maintain lower corruption rates in the whole
of the SADC region as well as globally. Truly Namibia’s corruption watchdog
institutions could draw lessons from Botswana’s outstanding performance of its
unwavering fight against corruption. Ethics remain to be a part of good
governance. BIDPA (Working Paper 79 2020) attributes Botswana’s excellent
whistleblowing and corruption legal framework success to the implementation of
good ethical governance in Botswana’s public sector.
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COUNTRY SADC PERCEPTION WHISTLEBLOWING/
CORRUPTION
CORRUPTION
PERCEPTION INDEX ENABLING LEGISLATION

WHISTLEBLOWING
AGENCIES TO REPORT CORRUPTION
ACTIVITIES

(TI-CPI)
Botswana

34/180 countries

Promulgation of enabling legislation
such as The Whistleblowing Act of
2016, as well as the Directorate on

This includes the
DCEC, Auditor
General,
Directorate of
Intelligence and
Security, Botswana
Police Service,

Corruption and Economic Crime
(DCEC). Protection of reporting
persons.

Ombudsman,
Botswana Unified Revenue Service,
Financial
Intelligence
Agency,
Competition
Authority,
Botswana Defence
Force,
and Botswana
Prison Services.

Mauritius

50/100 countries

The Prevention of
Corruption Act 2002.
The Independent Commission
Against
Corruption (ICAC).

United Nations
Convention against corruption.
The Financial
Intelligence and Anti-Money Laundering
Act of 2018.

Seychelles

50/100 countries

Anti Money Laundering Act
Wealth Law

Anti-Corruption
Commission of
Seychelles

Namibia

50/100 countries

Whistleblower Protection Act 10 of
2007.

The Anti-Corruption
Commission. - Office of the Ombudsman.

SADC Corruption Perception Index Table:
Source: New African, The Growing Menace of Corruption in Southern Africa, Allen Choruma, 01/11/2018.
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The above table has illustrated the respective SADC countries having the lowest rate
in corruption, while also maintaining a robust whistleblowing enabling legislation.
The SADC country with the lowest corruption rate is Botswana, though the
corruption index may vary year to year, it is the enabling legislation as well as
whistleblowing bodies which make Botswana stand out from the other countries.
The above indicators above give us direction from
Botswana as to how ethics have been introduced in other public bodies to “give a
listening ear’’ to any person in Botswana to freely and safely whistle blow any
corrupt activities that may be taking place. It is worth highlighting that corruption is
an impediment to doing business in the SADC bloc. Nita (2018) observed that efforts
on integration within the SADC Region have been blocked by corruption. On the
other hand, Ball (2009) has stressed that transparency remains the most effective
tool to combat corruption.
It is worth expounding further that some countries within the SADC region have
fallen prey to non-compliance to organizational ethical implementation, and this
has resulted in astronomical cases of corruption and mismanagement. An example
of a country with very high corruption is Angola. Angola has been plagued by wars
and civil unrest which has seen a crippled public and private sector with
organizational ethics almost non-existent (Rafael Morais 2011). This study will
unearth all the weaknesses from certain jurisdictions like Angola to draw lessons for
Namibia and similar countries to avoid falling prey to such statistics.
It remains paramount that this study focuses on why organizational ethics, though
embedded in most companies codes of conduct, seldom remains a reality that these
norms would be applied within organizations, both public and private sectors, to
curb corruption. Even with the presence of whistleblowing companies, corruption
statistics in Namibia continue to rise. This study is aimed at highlighting the role of
The Anti-Corruption Commission and The Office of the Ombudsman to test and see
why so many corruption stones have remained unturned by these watchdogs
(Masese 2018).
Research Methodology:
This is a desktop and library based research. As such, it relies on published peer
reviewed articles. It takes into account significant primary and secondary sources of
information on the topic addressing the research questions.
The secondary sources of information include, but are not limited to, relevant
journal articles, papers and/ or articles written by academicians and researchers on
issues relevant to the study. The study relies also heavily on internet public sources,
more especially, reviewed research articles. The approach to the information
obtained from these sources is descriptive, analytical and exploratory in nature.
This paper is a review article as mentioned earlier. It is also theoretical in nature,
which means that it makes use of contemporary research literature to inform the
analysis and discussion. Rigorous reviews and knowledge syntheses remain even the
more relevant and aims to highlight the following: (1) discerning what has been
discussed and published on the topic under investigation; (2) showing the extent to
which the current research on the topic unveils and communicates any interpretable
outcomes and current trends on the topic; (3) pinpointing areas, topics, questions,
assertions, assumptions, claims and findings that need further exploration,
investigation or analysis (Pare, Trudel, Jaana & Kitsiou, 2015).
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There are several types of reviews that can be conducted, such as narrative,
systematic, scoping, semi-systematic and critical reviews. These differ in terms of the
main goal or purpose, search strategy adopted as well as the way the appraisal,
analysis and synthesis are carried out (Grant & Booth, 2009; Snyder, 2019). This
study therefore adopted the critical review approach or “integrative literature
review” as described by Snyder (2019:334).
Important decisions with regard to the methodology for this review, concerned
having a clearly formulated research question, decisions on the databases to be
searched and the inclusion and exclusion criteria of the articles found as suggested
by (Mpofu 2021). The other vital considerations involved the determination of the
right boundaries for the review; selection of what information to extract; how to
analyse; synthesis; report the findings and show the researcher’s own contribution
(Snyder, 2019).
Journal articles were searched for through the Google Scholar database
(peer-reviewed articles), with the key main terms and phrases used to search being
“whistleblowing’’, ‘’organizational ethics’’ and ‘’corruption’’. All the papers found
were reviewed, with special focus on the abstract, keywords and introduction
(background of the study) and those that addressed the motives, justification and
rationale for ethics.
Direct quotations from the different researchers were used where necessary as tools
for clarification, emphasis and thought provocation as advocated for by Dai, Free,
and Gendron (2016) and Morse (2015).
Literature Review:
Little extant research is available on corruption and whistle-blowing in Namibia. A
critical selection and analysis of literature was conducted to provide relevant information
on whistleblowing, ethics, corruption, anti-corruption and the role of an ombudsman.
There is no single universal definition of corruption. Different writers and institutions define
it differently. In this paper, corruption is defined as a form of anti-social behaviour by an
individual or social group which confers unjust or fraudulent benefits on its perpetrators. It
conflicts with the established legal norms and prevailing moral ethos of the land and is likely
to subvert or diminish the capacity of the legitimate authorities to provide fully for the
material and spiritual wellbeing of all members of society in a just and equitable manner
(Frimpong and Jacques, 1999). The word corruption is also used to refer to dishonest,
bribable, fraudulent or dishonourable action by a political office-bearer, public official or
other person (Witgaard and Cloete, 1996).
Corruption is a behaviour which deviates from accepted norms in order to serve private
ends, or the misuse of public power for private profit. Corruption can take many forms
including the falsification of financial statements; the bribery of public officials;
embezzlement of funds; computer and credit fraud; and so on (Sutherland, 1983;
Theobald, 1990). Hope (1996) blames the existence of corruption on African social
structures, and, in a thinly veiled praise of colonialism, argues that with independence
most African countries moved from bureaucratic administration that emphasized good
governance to one that emphasized clientism, familism, personalism and tribalism, all
of which militated against public accountability and good governance. The author
argues that corruption in Africa should be seen as an outgrowth of government’s
involvement in the economy, which has allowed for the systematic exploitation of illegal
income earning and the enhancement of rent seeking opportunities by public officials.
He cites the decline in real earnings of public officials in certain countries as a recipe for
corruption in Africa and goes on to cite Botswana as an example of how corruption can
be prevented from taking root.
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TWO TYPES OF CORRUPTION: PETTY CORRUPTION VS. ACTIVE
CORRUPTION
Petty Corruption:
Petty corruption is described sometimes as administrative corruption, which involves
the exchange of very small amounts of money, and the granting of small favours. As
stated by Andvig and Fjeldstad (2001), petty corruption involves middle or low-level
public officials, who may be underpaid and who interact directly with the public.
Petty corruption involves small sums of money but generally harms the poorest
members of a society in their interactions with public services (schools, hospitals,
police, tax administration, etc.). Petty corruption is thus a “street level” form of
corruption. Moreover, Shah and Schacter (2004) revealed that although grand or
actual corruption is viewed as having a more negative impact on the economy, petty
corruption, with its small sums of money, represents, when aggregated, a
substantial amount of public resources. As Riley (1999) stated, petty corruption
seems to be more frequent in less developed countries, where people must often
pay a bribe to obtain the services that they should normally get for free. Petty
corruption is mostly common in the poorest African countries. Namibia has a
relatively lower prevalence of petty corruption and the laws against such behaviour
are judiciously applied.
Grand Corruption
Grand corruption is an expression used to describe corruption that pervades the
highest levels of government, engendering major abuses of power. Holmes (2006)
noted that with this kind of corruption, there is a broad erosion of the rule of law,
economic stability and confidence in good governance. Sometimes it is referred to
as state capture, which is where external interests illegally distort the highest levels
of a political system to private ends. Holmes (2006) adds that, there is a difference
between grand corruption and petty corruption to the extent that the former involves
the distortion of central functions of government by senior public officials; the latter
develops within the context of functioning governance and social frameworks. The
passivity of corruption refers to the act of requesting or receiving a bribe but active
corruption refers to the act of offering or paying a bribe.
Causes of corruption
Opinions have been expressed that certain peculiar problems arising from the
apartheid era also contribute to corruption and unethical practices in Namibia. On
the one hand, old apartheid loyalties and methods of conducting business among
white businesses perpetuated discriminatory and collusive practices exacerbated by
the fact that whites largely control the business community (Marry Moller 2000). On
the other hand, some corrupt practices create a division of the nation into
ethnic-based administration are still present. A perception continues to exist by
some black Namibians that because they were deprived of opportunities to amass
wealth in the past, they now need to find ways to get wealthy quicker. As a result,
certain leaders, especially senior officials or those who are in a position to influence
decisions or have access to inside information have adopted attitudes that they
should be entitled to lucrative economic rights without necessarily having to adhere
to the procedures or rather to meet the bare requirements involved in obtaining or
holding such rights. It has therefore become evident that many parts of the public
sector have themselves become corrupt, and Klitgaard (2004) argues that once
budgeting, auditing, inspection, monitoring and evaluation and enforcement have
been dispensed with, anti-corruption efficacy becomes even more difficult.
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Theoretical Framework
Experts over time have attempted to formulate theories that explain the mind set of
fraudsters when partaking in corruption activities. The theories that will guide this
study are the theory of fraud diamond and the white-collar fraudster. These two
theories are important in order to understand the mind-set of a fraudster as well as
set up lasting ethical rules within the concerned sector to curb this social ill. We shall
examine the two theories as set out here-under:
Theory of the Fraud Diamond
Wolf and Hermanson (2004), cited by Crumbley (2007), proffered the Theory of the
Fraud Diamond, in place of the triangle. The authors argue that the diamond offers a
better view of the factors leading to fraud being committed. The fraud perpetrator must
have the necessary traits, abilities, or positional authority to pull off his/her crime.
The White-Collar Fraudster
Crumbley et al. (2007) set out the characteristics of the white-collar fraudster. They
include: likely to be married; member of a Church (or Mosque); educated beyond
high school; no arrest record; age range from teens to older than 60 years; socially
conforming; employment tenure from 1 to 20 years; and acts alone 70% of the time.
He further concluded that given the right pressures, opportunities and
rationalizations, many employees can commit fraud. Fraud identifiers include large
ego, drug abuse or gambling addiction, living beyond apparent means,
self-absorption, hardworking with very little or no vacations, under financial
pressure, and sudden mood changes (Moulton, Cited by Crumbley et al, 2007).
Senior level fraudsters tend to be overly ambitions people, obsessed with enhancing
power and control, narcissistic personality, with an over-inflated sense of superiority.
They are commonly surrounded by “yes men” and believe they are above the rules.
However, the most relevant legal provisions with regard to the Ombudsman are to
be found in Chapter 10 of the Namibian Constitution as well as in the Ombudsman
Act, 1990 (No. 7 of 1990).
The office of the Ombudsman
The Office of the Ombudsman functions as a watchdog for the people, who will hold
government accountable for its actions. The broad mandates of the Ombudsman
give the citizens an expert and impartial agent in a wide variety of matters, without
personal cost or bureaucratic hurdles to the complainant, without time delay,
without the tension of adversary litigation, and without the requirement of
professional legal representation. (The independence of the Ombudsman in
Namibia, Katharina G Ruppel-Schlichting 2008). Broadly speaking, the
Ombudsman in Namibia investigates complaints about the violation of fundamental
rights and freedoms, and about the administration of all organs of government.
Violations are corrected by attempting a compromise between the parties
concerned, bringing the matter to the attention of the authorities, referring the
matter to the courts, or seeking judicial review. In order to provide an insight into the
fields of activity of the institution of the Ombudsman in Namibia, its mandates will
be introduced briefly before discussing in more detail the concept of independence.
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The Anti-Corruption Commission
The Anti-Corruption Commission of Namibia (ACC) is an agency of the executive
branch of the Government of Namibia. It was established under section 2 of the
Anti-Corruption Act 8 of 2003 and inaugurated on 1 February 2006 by President
Hifikepunye Pohamba. The aim of the commission is to fight against corruption. The
Anti-Corruption Act is Namibia's primary anti-corruption law, covering passive
bribery, active bribery, attempted corruption, extortion and bribing a foreign public
official (Anti-Corruption Act 8 of 2003).
Whistleblowing as an effective tool to curb corruption in Namibia:
The Anti-Corruption Commission as well as the office of The Ombudsman have over
the years handled matters reported to them by whistleblowers as well as the
agencies themselves over issues which were suspicious and needed investigating
(The Namibian Newspaper, 2021). The two watchdog agencies have over the past
3 decades since inception celebrated some successes in bringing corrupt individuals
and other juristic bodies to book, however, these very bodies failed to detect corrupt
activities at Trans-Namib, Air-Namibia, SME Bank as well as within the Fishing
Industry (The Namibian Newspaper, 2021). However, no scandal has uprooted the
confidence of lawmakers, the citizens of Namibia as well as the international
community, as did the Fishrot Scandal of 2019. The Fishrot scandal is a
documentary expose involving an Icelandic fishing company based in Namibia
which paid bribes in their millions to several Namibian public sector officials who
were to sell fishing quotas to this Icelandic company for profits which the
perpetrators would pocket. The Fishrot scandal is an ongoing case in Namibia as the
perpetrators have since been arrested and incarcerated pending trial (Global
Whistleblowers 2021). The Fishrot scandal is highlighted here because it is worth
noting that even though Namibia has two prominent whistleblowing bodies in
charge of preventing corruption or keeping it at bay, it became apparent that both
agencies failed to discover and expose the biggest corruption scandal in the history
of Namibia. Instead, the Fishrot scandal was uncovered by four journalists. The
Ministry of Fisheries in Namibia has always been one of the most lucrative Ministries
in Namibia. Ethical norms and statutes have been implemented as in every public
sector office in Namibia, however, it goes to show that even with enabling
legislation, corruption still occurs, which makes whistleblowing even the more
relevant in Namibia (New Era Newspaper 2020).
The effectiveness of whistleblowing is often faced with contention. This is partially
because the people holding positions of influence and are custodians of the
whistleblowing structures and systems are usually the ones at the helm of
perpetrating graft. The people entrusted with the responsibility to police others are
often the major culprits (Omotoye, 2017). This is compounded by the fact that the
whistle-blowers are also faced with a moral and management paradox that
legislation cannot solve.
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CONCLUSION
This study comprehensively reviewed literature on the various motivations advanced
by researchers in the light of whistleblowing, corruption and ethics and how the
three concepts coexist and depend on each other in order to remain relevant and
meaningful to Namibia. Several gaps, areas of similarities and differences in the
reviewed studies have been highlighted. All sides of the coin were explored to give
a deeper and open-minded discussion on the topic. Another limitation worth
highlighting is that of data collected from newspaper articles. A grey area exists in
that the biggest corruption scandals within the public sector have mostly been
exposed in newspapers and court cases are still pending.
In conclusion, fighting corruption in Namibia requires strong political will and honesty,
responsive and accountable public institutions, as well as leaders who would be enabled
to establish laws which would uphold an independent judiciary system for which
Namibia is known and respected. It is of significance that Namibia has a fertile
international atmosphere with strong public and ethical legal frameworks. Without a
strategic plan to ensure strict compliance, all efforts would be futile.
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