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About EthicsSA
The Ethics Institute of South Africa (EthicsSA) is a non-profit, public-benefit organisation that commenced
operations in August 2000. It is governed by a board of directors consisting of prominent persons
committed to the promotion of ethical responsibility.
EthicsSA's vision is: “Building an ethically responsible society.”
We pursue our vision through thought leadership, training and ethics advisory services. We work with the
public and private sectors, professional bodies and in partnership with organisations sharing our values.

Thought leadership
EthicsSA is committed to stimulate and advance awareness of ethics in South Africa and in other countries
on the African continent where we are active. We participate regularly in public debates in the media and
contribute to policy formulation in respect of business ethics, corruption prevention and professional ethics.
EthicsSA offers a wide array of services related to the management of ethics in organisations and
professions.
These include:
• Training
Public and in-house training programmes on a range of ethics-related themes;
• Advisory services
Consulting to public-sector and private-sector organisations and professional associations on matters
related to the management of ethics;
• Assessments
Assisting organisations to gauge their current state of ethics with a variety of assessment instruments;
• Certification
Certifying specific ethics-related services and service providers in order to provide assurance that these
services and service providers meet relevant ethics standards;
• Project management
Acting as project manager for donor organisations wishing to enhance good governance, corruption
prevention or professional ethics; and
• Membership services
Offering subscription membership to individuals and organisations, with a variety of membership
benefits.
More information on EthicsSA can be found at www.ethicssa.org.
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Foreword and acknowledgements
The South African Business Ethics Survey (SABES) 2013 is the third national business ethics survey that
EthicsSA has conducted in the private sector in South Africa. We are very proud to present its findings
to you.
We have interviewed 4 095 staff members of 15 different South African companies to identify the state of
ethics in South African companies. The findings are presented in a different format from the previous two
surveys - we believe this format will be more user-friendly and interesting for all stakeholders, also outside
the private sector.
The survey instrument was the Organisational Ethics Indicator – a standardised instrument developed by
EthicsSA. The same instrument was also used in the 2009 survey, so we were able to compare the
findings of the 2009 and 2013 surveys.
This survey would not have been possible without the assistance of our sponsors, Total SA and
Massmart/Walmart. Many others have also assisted us in conducting the survey and we wish to thank the
following individuals and organisations:
•
•
•
•

Total South Africa for a generous grant to conduct the survey;
Massmart/Walmart for sponsoring the design and printing of the report;
Adam Martin for data capturing and analysis;
The call centre agents at the EthicsSA Call Centre in Hatfield, Pretoria, for conducting interviews,
Rebecca Motale (EthicsSA Administrator) and Dantia Richards (EthicsSA Office Manager) for
handling associated processes;
• Kris Dobie, Mandy Thackwray and Annelize Worst for support in the EthicsSA office;
• Prof Deon Rossouw, Prof Willem Landman and Pieter Schoombee for proofreading and editing; and
• Lilanie Greyling of Dezinamite Visual Solutions for the lay-out and printing.

Finally, a special word of thanks to the 15 companies that participated, as without them, this research
would not have been possible. We trust they will find the results valuable and that they will continue to
develop ethics management in their companies and champion business ethics in South Africa and beyond.
Liezl Groenewald
Manager, Organisational Ethics Development, Ethics Institute of South Africa (EthicsSA)
Sofie Geerts
Project Manager, Ethics Institute of South Africa (EthicsSA)
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Executive summary
The South African Business Ethics Survey (SABES) 2013 follows on two earlier studies, namely the
Business Ethics Survey South Africa (BESA) 2002 and the South African Corporate Ethics Indicator (SACEI)
2009. SABES is a national survey that generates a South African benchmark on ethical behaviour in
corporations.
The study employs a unique assessment instrument, the Organisational Ethics Indicator (OEI), to generate
findings on the awareness and effectiveness of ethics management processes in companies, on ethical
culture, staff satisfaction, misconduct and organisational pressure to act unethically. The same instrument
was also used in the 2009 survey. Consequently we were able to compare the findings of the 2009 and
2013 surveys.
A comparison between the results of the two surveys indicates that there were positive developments in
ethics management over the past four years in South Africa. Statistically significant improvements over
the four years since the 2009 survey are:
• An increase in awareness of aspects of ethics programmes, such as codes of ethics, ethics training
and safe reporting systems;
• A decrease in the observation of misconduct by employees;
• Employees reporting a reduction in organisational pressure to engage in unethical conduct;
• Fewer participants indicating the existence of situations inviting unethical conduct in their
companies.
The survey also demonstrated a clear correlation between a strong ethical culture and positive ethical
behaviour by employees. Employees are more likely to report unethical conduct and less likely to
experience pressure to compromise ethical standards in companies with strong ethical cultures. They are
also less likely to observe unethical conduct, and generally feel better prepared to deal with difficult ethical
situations.
These findings demonstrate that the concerted efforts by companies to ensure that their ethics is
managed effectively – as required by Principle 1.3 of the Third King Report on Governance, 2009 – are
paying off.
But, despite these advances, there is a significant decrease in the effectiveness of ethics management
interventions.
Furthermore, it is striking that, despite the advances made in ethics management in the last four years,
there is no significant increase in the ethical culture of companies.
Overall, the findings suggest that many South African businesses have a compliance approach to
managing ethics. This means that ethics management is viewed as a so-called tick-box exercise and not
as a tool to create positive change in organisational culture. Companies seem mostly to focus on
monitoring and managing their ethics performance and ensuring that their employees abide by the ethical
standards of the company, rather than focussing on efforts to internalise company values and standards in
employees' behaviour.
However, their willingness to commit to the development and implementation of formal ethics
management programmes bodes well for the future of South African companies.
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About the South African Business Ethics Survey (SABES)
The South African Business Ethics Survey (SABES) is a national survey that generates a South African
benchmark on ethical behaviour in corporations.
The study employs a unique assessment instrument, the Organisational Ethics Indicator (OEI), to generate
findings on the awareness and effectiveness of ethics management processes in companies, on ethical
culture, staff satisfaction, misconduct and organisational pressure to act unethically.
This is the third research report of this kind by the Ethics Institute of South Africa (EthicsSA). In 2002 the
first Business Ethics Survey South Africa (BESA) was published, followed in 2009 by the South African
Corporate Ethics Indicator (SACEI). BESA 2002 and SACEI 2009 may be downloaded without charge from
our website: www.ethicssa.org.

Methodology, scientific accuracy of data, sample, scores
Methodology
The research instrument used for SABES was the Organisational Ethics Indicator (OEI). The OEI consists of
a number of questions, put to research participants during telephone interviews. 4095 staff members of
large South African companies participated in the survey, representing all employee levels. All interviews
were conducted from the EthicsSA Call Centre in Hatfield, Pretoria.
Scientific accuracy of data
Data accuracy can be statistically expressed in terms of certain internationally accepted benchmarks for
social scientific research.
Good reliability and validity are determined by ensuring an appropriate confidence and confidence interval
sample design. SABES 2013 generated a confidence level of 95% and a confidence interval of 5.0. The
Cronbach Alpha is 0.97.
Consequently, the survey results for SABES 2013 can be considered valid and can be reliably treated as
baseline data for future studies.
Sample
Fifteen large companies from the industries as indicated in Figure 1 below, participated in SABES 2013.

INDUSTRY

NUMBER OF PARTICIPATING
COMPANIES

Banking

2

Retail

2

Information Technology

2

Financial Services

4

Petroleum

2

Healthcare

1

Engineering

1

Agriculture

1

TOTAL

15

Figure 1: Industry sectors represented by SABES 2013
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Interviews were conducted in three employment hierarchies, namely senior management, middle
management and employee level (see Figure 2 below):
SAMPLE (N)

DEFINITION

EMPLOYMENT HIERARCHY

Senior management

Typically members of executive and divisional committees
Members of staff with total or high to moderate strategic
authority in their organisations

430

Middle management

Typically members of staff who report to senior management
Members of staff with low to no strategic authority
in their organisations

1180

Employees

Typically members of staff who report to middle management
Members of staff with no strategic authority in their
organisations.

2457

Not identified

28

TOTAL

4095
Figure 2: Employee hierarchies represented by SABES 2013

Scores
SABES 2013 uses two types of measurement to express its findings, namely:
A percentage score measures the levels of awareness and effectiveness of organisational programmes,
systems and policies.
There are five awareness ratings (see Figure 3 below):

<60%

60%-74%

75%-84%

85%-94%

>95%

VERY LOW
AWARENESS

LOW
AWARENESS

MODERATE
AWARENESS

HIGH
AWARENESS

VERY HIGH
AWARENESS

Figure 3: Key to percentage scores

A risk score is expressed as an agreement score, with agreement scales ranging from STRONGLY AGREE
to STRONGLY DISAGREE. A risk score represents the average opinion of respondents in response to
positive statements.
It is possible to link risk scores to a specific level of risk as shown in Figure 4 (below).
The risk score is used to interpret organisational culture and staff satisfaction with the company.

0 - 24

25 - 49

50 - 54

55 - 59

SEVERE
risk

SEVERE
HIGH
risk

MEDIUM
HIGH
risk

LOW
HIGH
risk

Strongly do
not believe

Do not
believe

Tend to not
believe

Very strong
doubt

60 - 64

65 - 69

70 - 74

MEDIUM
LOW
HIGH
ELEVATED ELEVATED ELEVATED
risk
risk
risk
Strong
doubt

Doubt

Some
doubt

75 - 84

85 - 100

LOW
risk

VERY
LOW
risk

Believe

Strongly
believe

Figure 4: Key to risk scores
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Demographics
The SABES participants represent all age groups between 19 and 65 years. More females than males
participated in the survey (52.7% and 45.7% respectively) and most (65.6%) of the participants have some
post-matric qualification, while 28.7% have Grade 12.
In respect of cultural grouping, most respondents (40.5%) indicated they were black, while 33.3% were
white, 14.4% coloured and 7.4% Asian.
20.4% of respondents have been employed for more than ten years at their company, 5.4% for less than
one year, 9.1% between two and three years, 11.5% between four and five years, 8.8% between six and
eight years and 4.8% between nine and ten years.
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To measure ethical behaviour in companies, we assess six processes within a company as follows:

PROCESS 1
Ethics
awareness

PROCESS 2
Ethics
effectiveness

PROCESS 3
Organisational
culture

PROCESS 6
Organisational
pressure to commit
misconduct

PROCESS 5
Observed
misconduct

PROCESS 4
Organisational
staff
satisfaction

First, we determine the degree of recognition of certain ethics processes within the company. Second, we
determine the perceived effectiveness of these processes in the company. Third, we determine the
organisational culture prevalent in the company. Fourth, we assess organisational staff satisfaction with the
company and its leadership. Fifth, we assess the levels of observed misconduct, including the tendency to
report observed misconduct, and finally, we determine the organisational pressure to commit misconduct.
In SACEI 2009 we measured exactly the same processes, giving us the opportunity to identify trends that
have emerged in ethics management processes in companies since 2009. A trend indicates certain
behaviours or states of affairs that develop over a period of time.
We also determined when the difference between the SACEI and SABES scores is 'significant'. A
statistically significant difference implies that the difference between the scores of SACEI and SABES is
not the result of coincidence or chance and that it can be extended to the larger population. A significant
difference it not determined by only looking at the difference in the score, so even when a score difference
is only 1.5%, it can still be a statistically significant difference. When there is a significant difference, this
will be indicated throughout the report.

Process 1: Ethics programme awareness
Levels of awareness of ethics management processes in companies are expressed as percentage scores.
A risk rating is attached to the scores as indicated in Figure 3 (below):

<60%

60%-74%

75%-84%

85%-94%

>95%

VERY LOW
AWARENESS

LOW
AWARENESS

MODERATE
AWARENESS

HIGH
AWARENESS

VERY HIGH
AWARENESS

Figure 3: Key to percentage scores
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Figure 5 (below) summarises the findings with regard to awareness of ethics management processes in
companies, comparing the SABES 2013 average with the average of SACEI 2009.
It is clear that awareness levels of ethics management processes have significantly increased since 2009:
•
•
•
•

Awareness of the presence of a Code of Ethics has increased significantly by 3.7%;
Awareness of training on ethics has increased significantly by 7.5%;
Awareness of the presence of a Hotline has increased significantly by 13.6%;
Awareness of the existence of an Ethics Officer or someone responsible for ethics management has
increased significantly by 12.5%;
• Awareness of mechanisms to seek advice on ethical matters has increased significantly by 1.9%.

Awareness of formal grievance procedures for raising HR-related concerns has not significantly changed, but remains
high at 92%.

SABES 2013

Average

SACEI 2009

Awareness of
formal grievance
procedures for
raising HR-related
concerns

SABES 2013
SACEI 2009

SABES 2013

Awareness of
mechanisms
to seek advice on
ethical matters

SACEI 2009

SABES 2013

Awareness of
the existence of
an Ethics Officer

SACEI 2009

SABES 2013

Awareness of
a telephone line,
like a Hotline

SACEI 2009

SABES 2013

Awareness of
any form of
training on ethics

SACEI 2009

SABES 2013

Awareness of
a Code of Ethics

0
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Figure 6 (below) summarises, compares and interprets the awareness levels of ethics policies and
processes in companies in terms of percentage scores.

ETHICS AWARENESS
SAMPLE (n)

SABES 2013

SACEI 2009

4 095

3 649

Employees are more aware of their company's Code of Ethics than they were
in 2009. This increase in awareness can be attributed to companies using
more effective ways to raise awareness about their expected ethical
standards of behaviour.

96.0% 92.3%

Awareness of any form of training on the organisation's standards of ethical
conduct remains low, but there has been a marked increase since 2009. This
bears testament to the fact that companies are realising the importance of
educating their staff about the company's ethical standards in order to
enhance its ethical culture. However, room for improvement remains.

66.1% 58.6%

Awareness of a specific telephone line, a so-called Hotline (or whistleblowing line), where staff may report violations of the organisation's
standards of ethical conduct is moderate in SABES 2013, but has shown a
significant increase since 2009. This is evidence that companies have not
only invested in a Hotline, but that they have also invested in awareness
programmes about the reporting mechanism amongst staff.

VERY HIGH
awareness

LOW
awareness

HIGH
awareness

VERY LOW
awareness

82.9% 69.3%
MODERATE
awareness

LOW
awareness

Awareness of the existence of an Ethics Officer or someone responsible for
managing ethical standards is low in SABES 2013 while it was very low in
SACEI 2009. Once again this is evidence of a significant improvement, which
indicates that companies have invested in ethics management structures and
ethics expertise.

72.2% 59.7%

Employees are slightly more aware of mechanisms to seek advice on ethical
matters in their companies in 2013 than they were in 2009.

78.6% 76.7%

LOW
awareness

MODERATE
awareness

Awareness of formal grievance procedures for raising HR-related concerns is
high in both SABES 2013 and SACEI 2009.

MODERATE
awareness

92.0% 92.5%
HIGH
awareness

Average
Awareness of ethics management processes in companies has improved
significantly over the past four years.

VERY LOW
awareness

HIGH
awareness

81.3% 74.85%
MODERATE
awareness

LOW
awareness

Figure 6: Ethics programme awareness 2 – SABES 2013 versus SACEI 2009

In conclusion, awareness of ethics management processes in companies has improved significantly over
the past four years. Possible reasons for more concerted efforts to raise awareness could be related to (1)
the requirements for ethics management as set out in Principle 1.3 of the Third King Report on
Governance, 2009; (2) the requirements of the UK Bribery Act 2010 for companies doing business with UK
companies or which are affiliated with UK companies, to implement measures to prevent unethical
behaviour by their employees and business associates; and (3) South Africa's new Companies Act, 2008
(that came into effect in 2011). This Act requires of certain businesses and state-owned enterprises to
appoint Social and Ethics Committees to monitor and report on their company's social and ethics
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performance. Added to the above, many companies have actively invested in the ethics management of
their businesses by committing to ethics management structures and resources that create awareness of
companies' ethical standards.

Process 2: Ethics programme effectiveness
The levels of effectiveness of the ethics management processes in companies are expressed as
percentages. A risk rating is attached to the scores, as expressed in Figure 3 (below):

<60%

60%-74%

75%-84%

85%-94%

>95%

VERY LOW
AWARENESS

LOW
AWARENESS

MODERATE
AWARENESS

HIGH
AWARENESS

VERY HIGH
AWARENESS

Figure 3: Key to percentage scores

Figure 7 (below) summarises the findings regarding the effectiveness of ethics management processes in
companies, comparing the SABES 2013 average with the SACEI 2009 average. It is evident that the
effectiveness of ethics management interventions and processes has significantly decreased since 2009:
• The effectiveness of ethics training has decreased significantly by 2%;
• The effectiveness of efforts to raise awareness about a Hotline has decreased significantly by 4.1%;
• The effectiveness of grievance procedures to resolve ethics concerns has decreased significantly
by 13.4%.
The usefulness of the Code of Ethics in guiding decision-making and ethical conduct has increased
significantly and the effectiveness of efforts to raise awareness about ethics in general has not
significantly changed.

SABES 2013

Average

SACEI 2009

Usefullness of
Code of Ethics in
guiding decisions
and conduct

SABES 2013
SACEI 2009

SABES 2013

Effectiveness of
efforts to raise
awareness about
ethics

SACEI 2009

SABES 2013

Effectiveness of
grievance procedures
at resolving ethics
concerns

SACEI 2009

SABES 2013

Effectiveness of
efforts to raise
awareness about
the Hotline

SACEI 2009

SABES 2013

Effectiveness of
ethics training

0
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Figure 8 (below) summarises, compares and interprets the effectiveness levels of ethics policies and
processes in companies in terms of percentage scores.

ETHICS EFFECTIVENESS
SAMPLE (n)

The effectiveness of ethics training interventions is moderate and has
shown a slight decrease since 2009.

SABES 2013

SACEI 2009

4 095

3 649

81.5% 83.5%
MODERATE
effectiveness

The effectiveness of efforts to raise awareness of a Hotline or other line
where employees can report unethical behaviour remains low.

68.3% 72.4%
LOW
effectiveness

Since 2009, there has been a sharp decrease in the effectiveness of
grievance procedures as a mechanism to resolve ethics concerns.

Average
The effectiveness of ethics management processes in companies has
significantly declined in the relevant period. Especially the effectiveness of
efforts to raise awareness of the Hotline and the effectiveness of grievance
procedures to resolve ethics concerns have decreased significantly. The
usefulness of the Code of Ethics however, has increased significantly.

LOW
effectiveness

74.3% 72.9%
LOW
effectiveness

Not only has employees' awareness about their companies' Code of Ethics
improved since 2009, but they also find the Code very useful in guiding
their decisions and conduct.

LOW
effectiveness

58.0% 71.4%
VERY LOW
effectiveness

The effectiveness of efforts to raise awareness of ethics in companies has
increased slightly from 2009 to 2013.

MODERATE
effectiveness

LOW
effectiveness

89.6% 82.0%
HIGH
effectiveness

MODERATE
effectiveness

74.4% 76.44%
LOW
effectiveness

MODERATE
effectiveness

Figure 8: Ethics programme effectiveness 2 – SABES 2013 versus SACEI 2009

The awareness of ethics management processes in companies has increased significantly, but the
effectiveness of these processes does not follow the same trend, in fact effectiveness has significantly
decreased. We can surmise from this that although companies have increased their ethics awareness
campaigns about, amongst others, their Codes of Ethics and Hotlines, their efforts have not had an
influence on the effectiveness of these instruments. This could be indicative of a compliance approach to
ethics management - where ethical standards are enforced externally - as opposed to an integrity
approach, characterised by the internalisation of ethical values and standards. Lower effectiveness of
ethics management processes is likely to have a negative impact on organisational culture.
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Process 3: Organisational culture
Organisational culture refers to the beliefs, systems and norms present in an organisation, whether
formally or informally. It is the most powerful driver of likely organisational behaviour and is thus the most
important dependent variable within the six processes to determine the state of ethics in a company.
The OEI measures organisational culture through 43 indicators. Each indicator is presented to a
respondent in the form of a positive statement, with which the respondent may:
•
•
•
•
•

Strongly agree; or
Agree; or
Neither agree nor disagree (not sure); or
Disagree; or
Strongly disagree.

A numerical score is assigned to each response option to calculate the score. The lower the risk scores,
the greater the doubt about the perceived truth of, or agreement with, the statement. It is possible to link
these scores to a specific level of risk, as shown in Figure 4 (below). The risk score is used to interpret
organisational culture.

0 - 24

25 - 49

50 - 54

55 - 59

SEVERE
risk

SEVERE
HIGH
risk

MEDIUM
HIGH
risk

LOW
HIGH
risk

Strongly do
not believe

Do not
believe

Tend to not
believe

Very strong
doubt

60 - 64

65 - 69

70 - 74

MEDIUM
LOW
HIGH
ELEVATED ELEVATED ELEVATED
risk
risk
risk
Strong
doubt

Doubt

Some
doubt

75 - 84

85 - 100

LOW
risk

VERY
LOW
risk

Believe

Strongly
believe

Figure 4: Key to risk scores

Overall findings
One would expect an increase in ethics programme awareness to result in an enhanced ethical
organisational culture. The SABES 2013 findings make it clear that this is, however, not the case (see Figure
9 below).
Cognitive awareness of desired behaviour does not automatically translate into actual desired behaviour.
This is illustrated by the fact that awareness creation of the ethics management programme was not
accompanied by appropriate actions. For example, it could be that:
• There was no ethics training on the ethics programme or that the training was not effective or that it
did not reach the majority of employees;
• Management does not talk about the importance of ethical behaviour or the ethics management
programme;
• Management does not 'walk the talk', does not lead by example;
• Ethics management mechanisms, such as the reporting line (Hotline) are not managed properly;
• Reported cases of misconduct are not investigated; or
• Sanctions are not implemented when misconduct has been proved.
Thus, the ethics programme is good on paper and awareness is created about it, but the ethics programme
is not effectively implemented and the organisational values do not permeate the behaviour of employees.
Another explanation might be that companies view ethics management as a compliance issue – a tick-box
approach – and not as a tool to create positive change in organisational culture. Companies seem to focus

SOCIET Y
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on monitoring and managing their ethics performance and ensuring that their employees abide by the
ethical standards of the company.
However, had they followed an integrity approach, the focus would have been on the internalisation of
company values and standards and on getting a commitment from all employees to company values. This
would result in congruence between high levels of awareness and an enhanced ethical culture.
Another reason for the current discrepancy between awareness and actual organisational culture could be
that the high levels of awareness about expected behaviour and ethical standards have resulted in high
expectations about how the company and its leaders should behave. Employees might expect more
ethical behaviour from their colleagues and superiors, or different treatment when they report misconduct,
or consistent application of policies and procedures. Should the expected behaviour not materialise, the
result might be disappointment, distrust and an unchanged organisational culture.

Organisational culture SABES 2013

Figure 9

Organisational culture SACEI 2009

65

67

69

71

73

75

Organisational
culture –
SABES 2013
versus SACEI 2009

Organisational culture in terms of employment hierarchy
Members of senior management are the most optimistic about the culture in their organisations while nonmanagerial employees express the most doubt. Managerial staff members are, however, less optimistic
about the organisational culture in 2013 than they were in 2009, as can be seen from Figure 10 (below).
Senior management is abbreviated as SM, middle management as MM and other employees as EMP.

EMP SABES 2013

EMP SACEI 2009

MM SABES 2013

MM SACEI 2009

SM SABES 2013

Figure 10

SM SACEI 2009

66

67

68

69

70

71

72

73

74

75

Organisational
culture in terms of
employment
hierarchies

Organisational culture: Negative risk areas
We identify a statement as a negative risk area if it scores 64 or below. This means respondents have
strong doubt (score between 64 and 60) or very strong doubt (score between 59 and 55) about the
perceived truth of the statement.
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In SABES 2013 (see Figure 11 below), we identified eight risk areas in organisational culture. The highest
risk to companies relates to unfair remuneration packages, followed by a prevalence of damaging internal
politics that affect, among others, decision-making, appointments and promotions. Doubts about ethical
behaviour in promotions, tendencies to steal, distrust of HR and perceptions that employees are treated
unfairly pose further risks to the culture of companies. In addition, management lacks approachability,
which could be indicative of autocratic management styles in South African business.
If we compare the negative risk areas of SABES 2013 with those of SACEI 2009, we see that, overall, there
is stronger doubt in 2013 than there was in 2009. Figure 11 shows that in 2009 the scores were higher for
seven of the eight questions. Three areas that have been identified as negative risk areas in 2013 were not
risk areas in 2009 (see three yellow bars).
SACEI 2009 was conducted relatively early in the economic downturn, when the full effects had not been
felt by employees and companies. From 2009 to 2013, we see a significant increase in the risk of theft by
employees as well as in the unfair treatment of employees. These results could be related to the impact of
the economic downturn on the financial positions of employees as well as companies. Companies have
been restructuring and in some instances retrenching employees, bonuses have been cut or cancelled and
expense payments have been reduced as a result of budget constraints. Employees could view these
behaviours as unfair treatment by their companies. Moreover, since employees' disposable income most
probably also decreased since 2009, they might experience more financial pressure to behave unethically.
The risk of damaging internal politics has also increased significantly since 2009. This risk is usually
related to perceptions of nepotism in appointments and unfair treatment of employees. These perceptions
often occur as a result of poor communication with employees, lack of transparency in decision-making
processes and inconsistent application of policies and procedures.
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As illustrated by Figure 12 (below), a comparison between the SACEI 2009 and SABES 2013 findings
reveals two organisational culture areas where the decrease in scores is significant. The scores in these
questions are not below 65, but the fact that there is a significant decrease poses a negative risk. It means
that companies should pay more attention to these two areas to ensure that more negative trends do not
develop.
From Figure 12 it can be concluded that employees in all hierarchies have more doubt now than in 2009
that their company expects of them to do what is right for their clients. There is also more doubt that HR
serves employee needs.
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Organisational culture: Positive risk areas
Positive ethics risk refers to the ethics achievements and opportunities existing in an organisation. It
identifies the factors upon which an organisation can build to strengthen its ethical culture. When the
score for a statement is 75 or higher we interpret this as indicative of a positive risk area. It means that
there is belief (score between 75 and 84) or very strong belief (score between 85 and 100) amongst
respondents about the perceived truth of the statement.
Figure 13 (below) indicates eight positive risk areas in terms of organisational culture (in ascending order).
The lowest risk to companies relates to companies' expectation that employees will do what is right for
their clients, followed by companies' commitment to hold colleagues accountable for violating ethics
standards.
If we compare these positive risk areas of SABES 2013 with the positive risk areas of SACEI 2009, we see
that there is greater belief in some of the positive risks and less in others. Figure 13 (below) makes it clear
that in 2009 there was a stronger belief that companies expect employees to do what is right for clients,
that companies will hold colleagues, supervisors and top management accountable for violating ethics
standards, and that top management communicates the importance of workplace ethics. In 2013, there is
a stronger belief that companies are concerned about the natural environment, that supervisors are
communicating the importance of workplace ethics, and that top management is committed to ethical
business practices and conduct.
Some of these shifts could be the result of, among others, the publication of the King Report on
Governance, 2009, the Companies Act, 2008, and the UK Bribery Act, 2010, all requiring ethical business
conduct from companies. These shifts probably also support the notion that companies mostly have a
compliance approach to ethics management.
Although top management is perceived as being committed to ethical business practices, their
communication in this regard has decreased. Holding others accountable also seems to have moved
beyond top management to other managerial levels. The significant difference between 2009 and 2013
regarding customer focus should be a cause for concern, especially if this downward trend continues.
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As Figure 14 (below) illustrates, a comparison between the SACEI 2009 findings and the SABES 2013
findings shows two organisational culture areas where the increase between the SACEI and SABES scores
is significant. The scores of these questions are not above 75, but the fact that there is a significant increase
poses a positive risk. It means that companies should nurture these areas and further develop them.
Figure 14 shows there has been an increase in people seeking advice about ethical issues since 2009. This
could be a result of the increased awareness of the ethical standards of their company as communicated
through their Code of Ethics, or fear of sanction for transgressing their Code.
In addition, employees in all hierarchies have less doubt now than in 2009 that their company considers the
effects on the environment when taking decisions. This corroborates the finding regarding companies'
concern for the environment, stated in Figure 13. These two positive risk areas should be nurtured by
companies.
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Process 4: Organisational satisfaction
Organisational satisfaction refers to employees' satisfaction with the ethical conduct of their company and
its leadership. Organisational satisfaction comprises ten indicators. Each indicator is presented to a
respondent in the form of a positive statement, with which the respondent may:
•
•
•
•
•

Strongly agree; or
Agree; or
Neither agree not disagree (not sure); or
Disagree; or
Strongly disagree.

A numerical score is assigned to each response option to calculate the score. The lower the risk score, the
greater the doubt about the perceived truth of, or agreement with, the statement.
It is possible to link these scores to a specific level of risk, as shown in Figure 4 (below).
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Figure 4: Key to risk scores

Overall findings
Figure 15 (below) indicates that there is no significant change in the satisfaction of employees with the
ethical conduct of their companies and their leadership since 2009. The effectiveness of ethics
programmes and the organisational culture both have an influence on organisational satisfaction. As both
effectiveness and culture have not improved, it is not surprising that organisational satisfaction has not
either.
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Organisational satisfaction in terms of employment hierarchies
Although employees in all employment hierarchies have registered less satisfaction with their companies
since 2009, it is senior management who made the biggest negative shift (see Figure 16 below). This could
have been caused by the expectations of senior management not being met, regarding the performance of
their employees and company.
Senior management is abbreviated as SM, middle management as MM and other employees as EMP.
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Process 5: Observed misconduct
General findings
Our findings in respect of employees observing misconduct indicate that there has been a significant
decrease since 2009 (see Figure 17 below). SABES 2013 clearly indicates that, in general, employees are
aware of the ethical standards of their companies and they seek advice about their ethical concerns. This
should result in a decline in unethical behaviour.
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Types of observed misconduct
Figure 18 (below) indicates the five most prevalent types of observed misconduct (in ascending order). All
types of misconduct, except for 'lying to colleagues', have decreased since 2009. This is in line with the
overall reduction of observed misconduct of 3.57% (see Figure 17 above).
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Tendency to report misconduct
General findings
No significant change in the tendency to report misconduct was observed since 2009. In 2013, 63.78% of
respondents indicated that they had reported misconduct to management or through other safe reporting
mechanisms, while 65.8% did so in 2009 (see Figure 19 below).
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Reasons for not reporting observed misconduct
We asked respondents who indicated that they had not reported observed misconduct why they had not
done so. The two main reasons have increased by more than 5% since 2009 (see Figure 20 below) namely
(1) that employees believe corrective action will not be taken by their company and (2) a fear of retaliation.
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The belief that no corrective action will be taken has increased significantly, by 12.9%. This means that
more employees do not report observed misconduct because they believe no corrective action will be
taken by the company. There could be several reasons for this belief, e.g. companies do not take reports
seriously, or they do not provide feedback to reporters about the outcomes of their investigations.
One of the main reasons for not reporting observed misconduct is fear of retaliation (with 65.2% of
respondents indicating this). Companies seem to be unable or unwilling to implement strict policies to
protect whistle-blowers. And where these policies are in place, they are either not enforced or employees
are unaware of them.
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Satisfaction with reporting
General findings
We asked respondents who reported observed misconduct about their satisfaction with the response from
the company. Figure 21 (below) indicates a score of 64.8, which means that 27% of respondents were very
satisfied with the response, 38% were satisfied, 12% were neither satisfied nor dissatisfied, 13% were
dissatisfied and 10% were very dissatisfied. The last two groups pose a risk to companies since they may
contribute to staff not reporting observed misconduct at all. This, together with a belief that corrective
action will not be taken by the company and a fear of retaliation when they report, does not bode well companies may remain unaware of unethical behaviour in their midst.
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Compared with the findings of 2009, the level of dissatisfaction has remained the same.
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Figure 21: Satisfaction with response to reporting – SABES 2013

Reasons for dissatisfaction
Figure 22 (below) gives the reasons for people's dissatisfaction with their company's response when they
reported misconduct. The fact that more than 30% experienced retaliation is extremely worrying and
collaborates the findings for not reporting misconduct (Figures 19 and 20 above). Also, the difference
between the SACEI 2009 and SABES 2013 score was significant in respect of not receiving positive
feedback. 62.2% gave this as the reason for their dissatisfaction, while in SACEI 2009, the figure was only
44.1%. From these findings it is clear that, although companies have safe reporting mechanisms in place,
and employees are aware of them, the processes for managing and supporting these mechanisms are not
yet effective.
Dissatisfaction with feedback could also stem from expectations about what the outcome of investigations
into their reports should be. These expectations could originate from their personal convictions about right
and wrong, or from commitments made in the Code of Ethics, for example, that unethical behaviour would
result in disciplinary action.
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Process 6: Organisational pressure
Organisational pressure comprises the extent to which the work environment presents opportunities for
misconduct, as well as the direct pressure experienced by staff members to compromise the
organisation's ethical standards.
Does the work environment invite unethical conduct?
We asked respondents if their work environment presents situations that invite unethical conduct. Figure
23 (below) indicates that 25.9% experience such situations. Compared to SACEI 2009, there is a decrease
of 4.9% in situations in the workplace that invite unethical conduct. This difference is significant and
indicates that the work environment in South Africa is less inviting of unethical conduct. This could be
related to the increased awareness of ethical standards. However, the fact that one-quarter of employees
find themselves in compromising situations remains concerning.
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Experience of direct pressure to compromise ethical standards
Figure 24 (below) indicates 7.7% of respondents experienced direct pressure to compromise their
organisation's ethical standards. This represents a significant decrease since 2009, when 11.8% reported
that they experienced direct pressure to compromise ethical standards. Most cited sources of pressure
are supervisors or line managers at 91.4%. Other cited sources of pressure are top management at 7.7%
and fellow employees at 0.9%. The pressure from line management could be related to pressures to meet
operational targets by means of, for example, short cuts in procedures or by not complying with policies.

SABES 2013

Did not feel
pressure

SACEI 2009

SABES
2013

Felt pressure to
compromise ethical
standards

0%

SOCIET Y

Figure 24

SACEI
2009

20%

40%

60%

80%

100%

Pressure to
compromise
organisation's
ethical standards

25

Preparedness to handle pressure to compromise ethical standards
Most respondents feel well or very well prepared to deal with pressure to compromise the ethical
standards of their company (see Figure 25 below). The percentage of employees who feel poorly prepared
has decreased from 11.9% in 2009 to 9.1%. This could be related to the finding that employees
increasingly use their companies' Code of Ethics to assist them with ethical decision-making.
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Ethics management refers to all organisational interventions aimed at creating and maintaining an ethical
culture. A company with a healthy ethical culture will experience less observed misconduct, a higher
tendency to report observed misconduct, less pressure to compromise standards, more satisfaction with
reporting and greater preparedness amongst staff to handle both unethical situations and organisational
pressure to compromise ethical standards.
Therefore, investment in an ethics management system for the company is not a nice to have, but a
strategic imperative for a healthier, efficient and sustainable company.
We divided companies into three categories as to organisational culture, namely strong, average and weak.
The categories are as follows:

Strong organisational culture

Score above 75

Average organisational culture

Score between 74.9 and 65

Weak organisational culture

Score below 65.0

Organisational culture and observed misconduct
Figure 26 (below) indicates that in a strong ethical culture, observed misconduct is less prevalent than in
an average or weak ethical culture. It is clear that in a weak ethical culture, observed misconduct is double
that of a company with a strong ethical culture.
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Organisational culture and tendency to report
Figure 27 (below) indicates that in a strong ethical culture, the tendency to report is higher than in an
average or weak ethical culture.
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Organisational culture and satisfaction with response to reporting
Figure 28 (below) indicates that in a strong ethical culture, the satisfaction with the response received from
the company to reports of misconduct is higher than in average or weak ethical cultures.
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Organisational culture and organisational pressure
Figure 29 (below) indicates that in a strong ethical culture, organisational pressure to compromise ethical
standards is lower than in an average or weak ethical culture. Organisational pressure in a weak ethical
culture is twice as high as in a strong ethical culture.
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As could be expected, employees in strong ethical cultures feel more prepared to handle unethical
situations and organisational pressure because they are familiar with their companies' ethical standards,
are equipped to solve ethical dilemmas, and have clear guidelines about expected behaviours (see Figure
30 below).
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The findings of SABES 2013 show that South African companies have taken some strides in implementing
formal ethics management processes. However, merely investing in the creation of more awareness of the
ethics management mechanisms and programme elements in the company is not enough. There should
be a concerted investment in a complete ethics management programme and addressing the ethics
management framework as shown below and as directed by the King Report on Governance for South
Africa, 2009 (King III).
King III recommends that boards of directors “should ensure that the company's ethics is managed
effectively”1. The report further states that the board should delegate to executive management “the task
of setting up a well-designed and properly implemented ethics management process – or ethics
programme”2.
The King III framework for ethics management and governance could be presented as follows (see Figure
31 below):

Figure 31: Ethics management framework

1
2

King Report on Governance for South Africa 2009, Principle 1.3, p. 24
Ibid., par 36, p. 25
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The components of this framework can be briefly set out as follows:
1. Strong leadership commitment setting a clear ethical tone is critical to the success of ethics
management interventions. Leaders should know their pro-active responsibilities in this regard.
2. Companies should incorporate ethics management into their governance structures. This might
include the establishment of ethics structures (such as a Social & Ethics Committee and an Ethics
Office) and assigning responsibilities for the management of ethics (for example, to an Ethics
Champion and an Ethics Officer).
3. These structures and people should oversee and implement the following ethics management
processes:
a. Ethics risk assessment: An ethics risk and opportunity assessment should be conducted to ensure
that the company understands its ethics risk profile.
b. Strategy: A strategy and plan for managing ethics in the company should then be formulated.
c. Code and policies: The company should develop a Code of Ethics and ethics-related policies to
ensure that identified risks are addressed and opportunities harnessed.
d. Institutionalisation: An ethics management strategy and plan should be implemented to ensure
that all of the company's contracted stakeholders consistently act in line with the organisation's
values and standards.
e. Monitoring and reporting: The Ethics Office should report to the Board or to the Social & Ethics
Committee on progress with the ethics management plan and the state of ethics in the organisation.
4. There should be independent assessments of the ethics management processes by internal audit.
Ethics performance should then be reported to external stakeholders in sustainability or integrated
annual reports.
The findings of SABES 2013 demonstrate that the concerted efforts by companies to ensure that their
ethics is managed effectively – as required by King III - are paying off. Employees are more aware of their
companies' ethics management mechanisms, such as training, the existence of someone responsible for
ethics management (an Ethics Officer), their whistle-blowing mechanisms and standards for ethical
behaviour. It is also clear that employees are making use of their companies' Code of Ethics to assist them
when confronted with ethical issues. In this regard, a part of the institutionalisation of ethical standards,
namely awareness creation, has been successful.
But the findings also indicate that institutionalisation efforts have only been partly effective. Training, for
example, has created awareness, but it did not have a long-lasting impact on employees' behaviour. Also,
awareness programmes about companies' safe reporting mechanisms merely served the purpose of
alerting employees about their existence without resulting in changed behaviour in respect of reporting
unethical behaviour.
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The decreased effectiveness of institutionalisation mechanisms has resulted in a slight downward turn in
organisational culture. With increased awareness of companies' ethical standards since 2009, we would
have expected an improvement in organisational cultures. But this has not been the case, which means
that these standards and organisational values have not yet been fully embedded in the behaviour of
companies and their employees.
Based on these findings, we make the following recommendations to take ethics management to the next
level:
1. Leadership commitment: Boards of Directors and Executive Management should communicate their
personal commitment to their companies' ethical standards and ethics programmes.
2. Governance structures: Improve investment in ethics management programmes by committing
adequate resources to ethics structures.
3. Ethics management:
• Regularly conduct ethics risk assessments in order to develop a risk profile for the company. The
profile serves as the basis for the company's ethics strategy;
• Improve the effectiveness of the ethics programme by focussing training interventions on high-risk
areas and middle management;
• Implement or revisit non-retaliation whistle-blowing policies and create awareness in this regard;
• Enhance trust in the organisation's safe reporting mechanisms by reviewing and improving
investigation and feedback mechanisms;
• Strengthen the ethical culture in companies by, amongst others, setting the tone at the top, leading
by example, and applying policies and procedures consistently at all levels;
• Measure managerial staff's ethics performance by including ethical behaviour in their key
performance areas.
4. Independent assessment and external reporting: Ensure that the company's ethics performance is
assessed and reported in the annual and/or sustainability report.
It is evident from the SABES 2013 survey that companies have embraced the idea and practice of
managing their ethics performance. However, from the findings it appears that many companies still
manage ethics in a compliance mode. This means that standards of ethical behaviour have been created
and communicated, but concerted efforts to embed organisational ethical values in the DNA of companies
have only been partly successful.
However, their willingness to commit to the development and implementation of formal ethics
management programmes bodes well for the future of South African companies.
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