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ABSTRACT
From the United States of America’s White House to the Vatican in Vatican City, from
Harare, Zimbabwe to the Union buildings in South Africa, to large organisations like
Volkswagen, BP and KPMG, leadership failures are prolific. Globalised and local
leadership failures and scandals are plagued by narcissistic, toxic, corrupt and
dishonest behaviour by heads of state, CEOs and clergy. The effect of executive
leadership failures is that they set the tone for a corrupt culture that spirals negatively
down to grass-roots level.
Unethical leadership in organisations manifests in various ways including misconduct,
deception and cheating. Apart from regular exposés of leadership scandals globally,
there has been a notable increase in ethical leadership derailments caused by
unethical behaviour. The question is why leaders, who are considered to understand
value-based morality, engage in unethical behaviour when confronted with the
opportunity. In recent, empirical research in behavioural ethics and moral psychology,
it was found that morally sound leaders often indulge in unethical behaviour. Unethical
leadership

behaviour

includes

misdemeanours

in

tax

returns,

overstating

performance, inflating business expense accounts, involvement in corruption, counterproductive work behaviour, being morally disengaged and being untruthful during
negotiations. Recent research indicates that unethical leadership leads to an increase
in poor governance and propels vicious cycles that have a negative impact on human
development, economic growth and the environment.
This research study includes traditional and contemporary leadership theories that
have been evaluated as well as an in-depth discussion of the necessity and
importance of ethical governance. An innovative, ethical leadership development
model has been designed and aligned with servant, ethical, authentic and integrated
leadership styles where spiritual, cultural and emotional intelligences play a significant
role in leadership maturity. A fresh perspective on the King IV Report (2016) as an
international benchmark together with other authoritative literature and case studies
of unethical governance have been discussed to shed light on the latest leadership
theories and ethics in the 21st century.

iv

The findings of this study have been tested statistically by means of structural equation
modelling (SEM). The findings confirmed empirically that accountability, stakeholders’
interests and the regulatory environment need to be implemented by ethical leaders
in order to enhance ethical governance. The lack of a practical, outcome-based,
leadership development model provided an opportunity to develop an ethical
leadership development model that would have a positive impact on ethical
governance, thereby contributing to the body of knowledge.
Key Words: ethics, ethical leadership, ethical governance, unethical behaviour,
corruption, accountability, King IV Report, narcissism, counter-productive work
behaviour, moral disengagement, business ethics
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CHAPTER ONE
BACKGROUND TO THIS RESEARCH STUDY
1.1

INTRODUCTION

The process of global ethical governance in public and private enterprise has come
under scrutiny as increasing incidents of malpractice threaten the global economy and
world markets (Hewlett, 2016; Human Capital Institute, 2017; Schwarts, 1996: 111;
World Economic Forum, 2016). At the same time, Petrin (2016) emphasised the lack
of ethical governance and suitable models to operationalise governance in developed
and developing countries, which has created global leadership crises. Government
leaders often have been subjected to and, at times, forced to participate in multi levels
of corruption and fraudulent activity which compromise sustainable economic growth
and development in all sectors (Global Economic Forum, 2018; Rossouw & Van
Vuuren, 2017).
According to Cann (2015), global leadership has been facing immense challenges,
including a lack of confidence in leadership. The lack of procedures to monitor ethical
governance and to strengthen ethical leadership in government departments, as well
as private enterprises, was included in the framework of this research study (King IV,
2016; Wiese, 2017). Corruption scandals about global enterprises and their leadership
have highlighted the significance and the critical role of global leaders in ensuring
ethical governance (Transparency International, 2018; Cann, 2015).
Recent examples of corruption on a global scale included the International Federation
of Association Football (FIFA) scandal (United States Justice Department, 2015), the
Nigerian President, Muhammadu Buhari, the Malaysian corruption scandal, the 2016
Panama Report, the former president of the United Nations (UN) General Assembly
and the UN’s ambassador, who was accused of bribery involving Chinese
businessmen, and the Brazilian political scandal (Gules, 2018; BBC News, 2015). The
Brazilian scandal involved 51 political leaders and senate members accused of
corruption involving a kickback scheme to the amount of $800 million at the state-run
energy company, Petrobras, during 2015 (Grady, 2015; Panama Report, 2016).
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The global economic crises between 2005 and 2009 also emphasised the need for an
ethical leadership model incorporating leadership development strategies (Goodman,
2014: 7; Singh, 2009: 262; Bunker, Hall & Kram, 2010; Goleman, 2011: 277, 2004: 36;
Goldsmith, Greenburg, Robertson & Hu-Chan, 2003: 198; Fiedler, 1996: 243). The
consequences of past, unethical, leadership failures and poor ethical governance
have a negative effect on future good governance practices (Gaffney, 2012: 77; King
III, 2009: 9).
The African continent has also been plagued continuously by examples of poor ethical
governance and leadership crises (Transparency International, 2018; Tangri &
Mwenda, 2013). White and Kitimbo (2016: 14) described the source of poor ethical
governance in Africa as “power-hungry leaders threatening continental democracy”.
Against a background of slowing economic growth, the state of affairs has been that
the governments of many African countries have been characterised by autocratic
leadership styles, longer-serving leaders and fewer fairly contested elections (White &
Kitimbo, 2016: 14). In Uganda, Miseweni, was serving his fifth term of office, at age
71, after winning the elections in February 2016 (White & Kitimbo, 2016: 14).
Examples of extended presidential terms include Burundi’s Nkurunziza and retired
Zimbabwean President Mugabe, who was 92 years old (White & Kitimbo, 2016: 14).
Gutiérrez (2015) also argued that poor ethical governance and the prevalence of
dictatorial leadership practices have dominated the African continent. Recent
examples of trade embargoes implemented by Europe against Zimbabwe served as
a prime example of the lack of confidence in Mugabe’s leadership. A study conducted
by the United Nations Economic Commission on Africa (2012: 8) revealed that the
resistance of African leadership to implement sustainable, developmental strategies
and democratic principles has been a severe problem for good governance.
South Africa (SA) has also been plagued by poor ethical governance and allegations
of leadership failures (King IV, 2016: 1; Madonsela, 2016). The alleged state capture
of governance as a result of the Gupta family’s close relationship with retired President
Zuma has dominated the international media (Madonsela, 2016). These allegations
included various statements by cabinet ministers implicating the Guptas’ involvement
in the appointment of cabinet ministers in SA (Hunter & Shoba, 2016: 1).
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The decision to downgrade SA’s investment rating on the Moody 2015 Index to junk
status was influenced by various aspects including poor governance, the allegation of
leadership failures, and the impact of economic growth plans (Spekman, 2017: 4). The
main indicators continued to be the risk factor and political instability (South Africa Risk
Report, 2015: 3). The concerns of Standard & Poor and Fitch were in alignment with
Moody’s Index concerning the junk status of the South African economy (Donnely,
2016). The economic impact of junk status was that various banks were unable to
invest in South African bonds and debt became more expensive, causing interest rates
to rise (Old Mutual, 2017).
Increasing mass mobilisation and protests by South Africans regarding service
delivery, poor governance and allegations of corruption against executive leaders
continued to be a critical issue that increased racial tensions among South Africans
(Pillay, 2016; Van Vuuren, 2014). Other influences fuelling instability included on-going
xenophobic violence (Tromp, Olifant & Savides, 2015: 1), the crippling drought in SA
that affected food security, and the SA Government’s inability to divert water resources
for farmers as a result of poor governance (Olivier, 2017; Hunter & Shoba, 2016). The
volatile political instability has been characterised by mass mobilisations such as the
2015 Fees-must-Fall campaign and political unrest concerning the language of
learning at tertiary institutions (Wessels, 2017; Badat, 2016) including recent and
violent protests in Hermanus, South Africa, which caused R40m in damages (Dordley,
2018; Daniel, 2018).
The ethics of SA’s retired President Jacob Zuma’s leadership have been consistently
questioned by opposition parties and constituencies (Hunter & Shoba, 2016: 1). The
frequent disruption of parliament by the Economic Freedom Fighters (EFF) during
President Zuma’s State of the Nation Addresses in 2015 and 2016 also highlighted
the significance of ethical leadership and ethical governance (South African
Government, 2015).
The controversial debate on irregular expenditure on Zuma’s homestead, Nkandla,
also revealed the far-reaching consequences of poor governance (Khoza, 2016). The
re-instatement of criminal charges against President Zuma dated back to 2009 when
the head of public prosecutions, Mpshe, decided to drop 783 charges of fraud,
corruption and racketeering against Zuma (Manyathela, 2018). During February 2011,
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the High Court ruled that the Democratic Alliance (DA) must uphold the National
Prosecuting Authority’s (NPA) decision regarding the cancellation of criminal cases
and found that the DA had no direct interest in the case. In March 2012, the Senior
Court of Appeal (SCA) overturned the High Court’s ruling, granting the DA access to
court documents and records.
The political instability threatening ethical governance in SA was highlighted by the
DA’s court action to re-instate criminal charges against SA’s President Zuma (Bloem,
2016; Breytenbach, 2018). The DA alleged that the government’s executive
leadership, including Zuma, was protected by a type of “majoritarian” disdain that
regarded Zuma and the government to be above the law (Bloem, 2016).
The problem, therefore, was much deeper, as a culture lacking in transparency and
knowledge was being cultivated. The voting masses seemed to feel safe in the hands
of a president who exhibited no concept of ethical governance, which was to their own
detriment (Financial Mail, 2014). Adendorff (2013: 5) argued that SA’s ineffective
government was detrimental to economic growth and stability.
The theoretical framework of this study was based on poor ethical governance and
unethical leadership that have a negative impact on economic growth and political
prosperity, and have a detrimental effect on human development. Therefore, the
fundamental purpose of this research study was to develop an ethical leadership
model that would promote, incorporate and enhance ethical governance.
1.2

FORMULATION OF THE RESEARCH PROBLEM

Global crises in leadership and ethical governance that have had an impact on the
world markets have afforded the opportunity for a new breed of ethical leadership that
emphasises accountability and ethical governance (World Economic Forum, 2016;
UN, 2016). Unless a global culture of ethics, value alignment and human development
is embraced by leadership globally, practices of dictatorship and authoritarian
leadership will fuel corruption and narcissistic leadership practices (By & Burnes,
2013: 172; Hughes, Patterson & Bradford, 2012: 39).
The existing state of corruption and unethical leadership, often among structures that
are supposed to be responsible for sustainable growth and development, emphasised
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the urgent need for contributions and academic research to operationalise ethical
governance (Gonzalez, 2012: 9; King III, 2009). The abundance of literature and
international media highlighting the global and SA governance crises affected by
leadership failures makes the timing of this research effort most relevant (Goodman,
2014: 25; Barr & Dowding, 2012: 66; Bunker et al., 2010). The lack of practical,
outcome-based, ethical governance and leadership development training models
provided an opportunity to develop an ethical leadership model that would have a
positive impact on practices of ethical governance, contributing to the body of
knowledge about leadership development that incorporates ethical governance.
With the above background in mind, the primary research problem was formulated as
follows:
As a result of the multi-dimensional and complex nature of ethical governance,
in order to develop an integrated, outcome-based ethical leadership
development model that would enhance the practice of ethical governance, the
factors that influence the perceived success of ethical governance in South
Africa would need to be identified and investigated.
The above problem statement was elucidated by a number of sub-problems as follows:
•

The need to determine the social and organisational variables that would
ensure the perceived success of ethical governance in SA.

•

The nature of the relationship between ethical governance and ethical
leadership.

•

The significance of ethical leadership models in enhancing ethical governance
in SA.

•

The significance of integrating existing leadership development models in
private and public enterprises including tertiary institutions.

•

The implications of the fact that there is a growing lack of leadership
development incorporating ethical governance (World Economic Forum, 2016;
King III, 2009).

•

The extent to which ethical governance can influence the re-instatement of
public trust and loyalty in business and the creation of a political environment
of stability.
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•

The extent to which ethical governance can promote sustainable growth and
prevent financial collapse and economic degradation in SA.

•

The extent to which ethical governance can alleviate poverty and income
inequalities by promoting adherence to ethical codes of the highest order in
areas such as human development, human rights and anti-corruption.

In order to address the research problem, key questions pertaining to the significance
of leadership development incorporating ethical governance were formulated. The
primary research question was:
How can an ethical leadership development model contribute to enhancing
ethical governance practices in SA?
The primary research question is supported by the secondary research questions
listed in Table 1.1.
Table 1.1: Secondary Research Questions
No.

Research Question

RQ1 Can leadership
governance?

development

incorporate

and

enhance

ethical

RQ2 What contribution can training make towards ethical leadership
development?
RQ3 What leadership attributes is essential to establish ethical governance?
RQ4 What are the causes of unethical leadership behaviour?
RQ5 What is the effect of global crises on ethical governance?
RQ6 How can leadership development enhance ethical governance in a
global, African and South African context?
RQ7 How can the consequences of unethical leadership be avoided?
1.3

OBJECTIVES OF THE STUDY

In the following section, the primary and secondary objectives of the research study
have been discussed in the context of ethical governance.
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1.3.1

Primary Research Objective

The primary objective of this research study was to investigate the factors that
influence the perceived success of ethical governance through ethical leadership in
SA. Therefore, a key focus of the research was on the importance of incorporating
ethical governance as a learning area in leadership development as stipulated by the
King III & IV Reports (2009; 2016). Accordingly, the independent, intervening and
dependent variables that would ensure the perceived success of ethical governance
through ethical leadership were identified and tested empirically. The relationships
between the variables were also evaluated and measured.
The following procedural objectives were addressed:
•

To develop a proposed theoretical model of factors that affects the perceived
success of ethical governance in SA with ethical leadership as the intervening
variable.

•

To develop an appropriate measuring instrument that would test the
relationships between the variables empirically.

•

To test the proposed theoretical model and the suggested hypotheses
empirically by means of sourcing data from relevant respondents among
executive leaders in SA.

•

To analyse the sourced data statistically.

•

To present recommendations based on the results of the statistical analysis.

1.3.2

Secondary Research Objective

The secondary objectives listed in Table 1.2. were identified to support the primary
objective.
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Table 1.2: Secondary Research Objectives
No.

Research Objective

RO1 To analyse the theoretical basis of existing ethical leadership training models
in SA.
RO2 To analyse the role and the outcomes of ethical leadership development in
ethical governance in SA.
RO3 To analyse the nature and the impact of ethical leadership on ethical
governance.
RO4 To analyse the nature and the impact of unethical leadership behaviour on
governance.
RO5 To analyse the challenges, restrictions and obstacles to ethical leadership.
RO6 To determine the role of the SA Government in preventing and countering
poor governance.
RO7 To develop an ethical leadership development model, benchmarked
according to global best practice to enhance ethical governance
The research objectives above were developed in response to the current literature
concerning poor ethical governance that is detrimental to human development
(Gutiérrez, 2015; King III, 2009).
1.4

CONTRIBUTION OF THE STUDY

The research was focused on developing an ethical leadership development model
that would promote ethical governance in SA. The role and effect of ethical
governance is a relatively new field of study that requires further research (Shahid,
2015; Caruso, Mayer & Salovey, 2002: 30; Frost, 2012: 59; King III, 2009; King IV,
2016).
Governments and organisations are under great pressure owing to external factors,
the globalisation of economic markets and having to adapt to the 4th Industrial
Revolution (King III, 2009; King IV, 2016). Organisations need to review and
strengthen relationships affected by different approaches, such as value-based
qualities, and different standards (Scholte, 2000: 17). The role of business leadership
in improving governance globally is vital for world trade (Scholte, 2000: 17; King III,
2009). Challenges that concern leadership globally include climate change,
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sustainable human development, and food and agricultural security (World Trade
Organisation, 2010: 186; King IV, 2016). The core leadership challenges, according
to the United Nations, are the principles of ethical governance and anti-corruption in
favour of participatory, transparent, responsive and consensus-oriented practices
(Kannath, 2009).
The significance of developing an ethical leadership development model that
enhances ethical governance was further highlighted by the King IV Report (2016: 1)
and Canwell, Dongrie, Neveras and Stockton (2014: 2). The urgent need for ethical
leadership was also highlighted in Deloitte’s (2014) research outline that proved the
demand that organisations around the globe have for leaders that are more flexible,
fluent and have abilities to perform within an ethical framework (Gorman, 2014). The
reputations of organisations are evaluated not only by materialistic success, but also
by ethical governance based on values such as responsibility, accountability, fairness
and transparency (Veldsman, 2016: 416). Ethical and effective leadership, therefore,
reinforce each other. Ethical governance within an enterprise refers to adherence to
values that form the basis of an ethical culture (Marks, 2016).
The intention of this research study was to promote the success of ethical governance
through the development of ethical leadership.
1.5

BENEFICIARIES OF THE RESEARCH

Bunker et al. (2010) argued that academic intelligence in leadership development is
insufficient to prepare scholars for global challenges. The beneficiaries of this research
study will include leadership development candidates in public, private and nongovernmental organisations. An analysis of poor ethical governance case studies was
used as a guideline to design the research questions and to identify the research
population. The focus of the ethical leadership development model was on current and
future leaders in public and private enterprise.
Apart from the benefits to global organisations and governments, the leadership in
Africa and SA will benefit from this research study. Training solutions that equip
leaders in the areas where they lack the expertise, the skill and especially the
understanding of the importance of ethical governance could be a valuable aid to
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enhance international, national, regional and local ethical governance (Goodman,
2014: 38; Monohan, 2012: 56). This is evident from the various global organisations
and institutions involved in leadership development and ethical governance through
various training and developmental programmes (Singh, 2009: 262). As part of this
study the researcher acknowledged outstanding successful leaders that demonstrated
ethical governance practices within the proposed framework of the King IV Report
(2016: 1).
1.6

THE RESEARCH FRAMEWORK

The theoretical framework and approach used to produce an ethical leadership
development model to enhance ethical governance is illustrated in Figure 1.1 below.
Figure 1.1: Research Framework

Source: Researcher’s Own Construct
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1.7

PRELIMINARY LITERATURE REVIEW

1.7.1

Ethical Governance

Ethical governance is a relatively new concept that describes the way in which ethical
leaders direct institutions with a social conscience (Ryan, Buchholtz & Kolb, 2010).
Ethical governance includes matters such as performance and management of policymaking, government, international relations and politics. Anti-corruption plays an
important role in holding businesses accountable for being effective, efficient,
transparent and responsive (Business Anti-corruption portal, 2018; Kannath, 2009).
Ethical governance embodies administrative measures, procedures and policies that
incorporate criteria for ethically good or acceptable behaviour. Ethical governance is
a normative notion that refers to what is ethically good (Salminen & Viinamäki, 2010).
The quality of governance is also assessed by criteria such as integrity, equality and
justness (Salminen & Viinamäki, 2010: 33).
According to the King III and IV Reports (2009; 2016), the relationship with
stakeholders is very important. According to the report, organisations function in a
three-tiered business context comprising financial, environmental and social tiers that
play a major role today. The world is changing at an accelerated rate and organisations
must operate in the milieu in which they find themselves. Factors such as climate
change and ecological overshoot have a significant effect on how companies operate.
The population continues to grow and will increase from seven to nine billion people
in the next 35 to 40 years. This increase will have a significant impact on critically
scarce water resources as well as food security (Ernest & Young, 2016).
Generally, in the global context, organisations are integrated with society, and
corporate life cannot be divorced from social life (Lantos, 2001; Reputation Institute,
2017). A recent example was when Green Peace took action against Nestlé for
demolishing rainforests in Indonesia in order to produce palm oil. The irresponsible
actions of Nestle threatened the job security of the local people and almost led to the
extinction of the orang-utang (Greenpeace, 2010). Nestlé reacted by accessing palm
oil from alternative sources and undertook to re-forest Kuala Lumpur where the trees
had been cut down (Ernest & Young, 2016).
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In the long term, strategic thinking requires that organisations have a responsibility to
protect and promote the quality of ecological, social and governance (ESG) factors.
Strategic planning highlights the importance of the relationship between the
stakeholders and organisations today (Ernest & Young, 2016).
The importance of the King IV Report (2016) is highlighted in the development and
promotion of the ethical behaviour of citizens, employees and leaders in organisations
over long periods of time. The impact is evident in public officials being mentored to
be stewards and to regard governance as performance-based action (Ernest & Young,
2016).
Various definitions of ethical governance exist. The essence, however, involves “good
leadership, organisational fairness, non-discrimination and an ever-increasing set of
issues which are considered unethical” (Demmke & Moilanen, 2011: 8). The basic
characteristics of ethical and effective governance are illustrated in Figure 1.2 that also
serves as a practical guideline to implement and measure the effectiveness of ethical
governance (Demmke & Moilanen, 2011: 8).
Figure 1.2: Good Governance

Source: Adapted from Demmke and Moilanen (2011: 8)
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The King Reports (2009; 2016) promoted the mindfulness of people to do the right
thing. Although the King Reports (2009; 2016) were not legislative, their goal was to
promote awareness of whether organisations’ incentives should reward and recognise
a value-based culture or just the achievement of narrow, bottom-line figures.
According to previous SA Minister of Finance, Pravin Gordhan, in the context of the
King IV Report (2016), the importance of ethical governance is to create a new culture
of accountability, responsibility and transparency (Ernest & Young, 2016). Ethical
governance is becoming a more complex term as its meaning expands to include
ethical principles, practices and perspectives (Demmke & Moilanen, 2011: 8).
Although the concept of ethical governance is not difficult to grasp, aspects such as
accountability, responsibility and transparency are lacking in both global and local
leadership practices (Munzhedzi, 2015). According to the Transparency International
Corruption Perceptions Index, South Africa dropped 31 places in the ranking from 38th
place to 69th in eleven years (Tamukamoyo, 2013: 10) indicating the derailment of
ethical values in both the private and public sectors.
According to Integrated Reporting South Africa (2009) the King III Report (2009) was
a significant advancement in corporate governance. According to King, the King III
Reports (2009; 2016) required more than just a “tick-box approach” but encompass
intentions and guidelines. The King IV Report (2016) further highlighted the
importance of organisations in society. Organisations have become such an integral
part of society that business decisions have an impact on millions of people each day.
The board members of organisations make decisions that influence incapacitated
people around the globe. A positive example is Microsoft that has two billion clients
and 124 thousand employees affected by decisions made by the board (Statista,
2017). The King IV Report (2016) highlighted the importance of creating a culture of
ethical decision-making that is managed effectively (King IV, 2016: 33). The King
Codes, which have been acknowledged as a global benchmark for South African
leadership, are of the utmost importance to improving poor governance and corruption
rankings (Deloitte, 2017).
The matters raised in the introduction to this thesis reveal pressing facts relating to the
gap that exists between effective, ethical governance and the lack of responsibility,
accountability and transparency in the behaviour of unethical leaders in the South
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African context. The impact of ethical leadership on global economic markets was
highlighted further by Kent, the Chief Executive Officer (CEO) and the Chairman of
Coca Cola, Atlanta, Georgia, who postulated that public trust and confidence were at
their lowest levels in history (Kent, 2009: 1). According to House, Dorfman, Javidan,
Hanges and Sully De Luque (2014: 43), there was a severe shortage of experienced
global leaders because the demand exceeded the availability of such leaders.
Therefore, included in the purpose of this study was the investigation of the nexus
between ethical governance and ethical leadership (United Nations Economic
Commission for Africa, 2012:33; Gutiérrez, 2015; Cann, 2015; Vrbensky, 2014: 41;
Gill, 2012: 2).
1.7.2

The Relationship between Ethical Leadership and Ethical Governance

On the one hand, the relationship between ethical leadership and ethical governance
refers to leadership talent that is decreasing owing to a lack of strategies to institute
leadership development (Maheshwari & Yadav, 2018; Dotlich, Kimmins & Cashman,
2015). Pasmore (2014: 1) argued that an organisation’s strategy should include a
leadership development plan to ensure that the next generation of leaders are
prepared adequately to lead the organisation in the future. Leadership development
that incorporates ethical governance not only protects the income of corporations, but
also ensures that organisations’ reputations are aligned with the stakeholders’
interests (Marks, 2016).
The relationship between ethical leadership and ethical governance refers to the
development and empowerment of leaders to integrate values that create a culture of
integrity, responsibility, and accountability (Upadhyay, 2018; King IV, 2016). According
to Osmic (2014), ethics and behaviour have been neglected in leadership models.
Including ethical governance in leadership development is part of the process to create
a culture with high standards of ethical behaviour within organisations and
governments (King IV, 2016: 33).
1.7.3

Leadership Crisis

According to the World Economic Forum (2016), 86% of the Global Agenda’s
respondents agreed that leadership was in crisis globally. Globally, the lack of ethical
leadership development was exemplified in recent statistics claiming that 90% of
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respondents agreed that China had a serious problem with corruption. In Brazil, 78%
of respondents and, in India, 83% of respondents regarded dishonest leadership as a
serious matter (World Economic Forum, 2014). A further 65% of respondents agreed
that there was a leadership crisis in Sub-Saharan Africa. Gergen (2015) stated that
the global society was in urgent need of effective and ethical leaders within the private
and public sector, who embrace values such as honesty and integrity. Furthermore,
the majority of respondents at the Global Agenda (2015) agreed that global, ethical
governance played an important role in promoting ethical cultures. Yet, 86% of the
respondents believed that ethical governance was poorly executed globally (World
Economic Forum, 2014).
The growth rate of the South African economy decreased from 1.5% to 1.3% in 2015
according to the estimates of the gross domestic product (GDP). Two main
contributors to the decreasing economy were the 2015 drought that affected the
agricultural sector as well as electricity, gas and water supplies that shrank by 1%
(Statistics South Africa, 2015). The crippling drought in SA that affected food security
and the South African Government’s inability to divert resources to aid farmers
indicated the poor management of public resources (Hunter & Shoba, 2016). In
addition, the controversial topic of irregular expenditure on previous President Zuma’s
homestead, Nkandla, highlighted the poor governance of public resources amounting
to R248 million (Khoza, 2016; Madonsela, 2016).
The previous SA President, Jacob Zuma not only violated sections of the Constitution,
such as the abuse of power, the unlawful extension of privilege and the violation of the
executive ethics code, but also influenced the culture of understanding of what is right
or wrong in terms of proper conduct and ethical governance (Madonsela, 2016).
According to Gergen (2015), the Co-Director of the Centre for Public Leadership stated
that there was a deep level of distrust in the transparency and accountability of
governments.
1.8

RESEARCH DESIGN AND METHODOLOGY

Appropriate literature was reviewed in order to propose a theoretical model of the
factors that affect the success of ethical governance. The model was tested empirically
using the structural equation modelling (SEM) technique (Hair, Black, Babin &
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Anderson, 2010). The proposed theoretical model was tested by gathering and
analysing quantitative data in a format that was compatible with the model (Hoyle,
2014: 33; Mora, Gelman, Steenkamp & Raisinghani, 2012; Hair et al., 2010: 616).
According to Babbie (2016), Leedy (1980: 75) and Swanson (2013), research
methodology refers to an operational framework within which data are analysed so
that their meaning can be seen more clearly. For the purpose of this research, a
theoretical, model-building approach was employed to develop a theoretical model of
the factors that affect the perceived success of enhancing ethical governance in SA
with ethical leadership as the intervening variable (Babbie, 2016). A preliminary,
comprehensive and exploratory literature review was conducted in order to identify
factors which influence the perceived success of enhancing ethical governance with
ethical leadership as the intervening variable. Dependent, intervening and
independent variables were selected from the literature review in order to propose a
theoretical model and framework.
The SEM technique was used to test the proposed theoretical model by using a
quantitative method of data gathering and analysis (Hoyle, 2014: 33; Mora et al., 2012:
167; Hair et al., 2010: 616). The research problem was formulated to investigate the
multi-dimensional and complex nature of ethical governance, and the factors that
influence the perceived success of ethical governance in SA in order to develop an
integrated, outcome-based leadership development model. The aim of the study was
to generate dependable data derived from professional research practices according
to the standards of scientific methods (Babbie, 2016; Cooper & Schindler, 2007: 22,
Ritchie & Lewis, 2003; Mouton & Marais, 1990). The research methodology guided
the research process and procedures, including the problem formulation,
conceptualisation, operationalisation, sampling, data collection, data analysis and
interpretation (Mouton, 1996; Mouton & Babbie, 2001).
The authenticity of the proposed theoretical model was tested by the empirical
technique of SEM. This technique was used to verify linear relationships between the
variables (Dwivedi, 2009: 3; Gregor, 2006: 579). SEM is unique because it overcomes
the limitations of examining only single relationships between the independent and
dependent variables (Hair, Anderson, Tatham & Black, 1998: 579). SEM makes it
possible to estimate a series of inter-related, dependent relationships in an effort to
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ensure the accurate testing of the proposed, theoretical model (Hair et al., 2010). SEM
is a research evaluation technique which makes it possible to use every field to
develop a comprehensive view of difficulties and problems. SEM provides a technique
to assess multiple relationships while providing statistical efficiency. SEM was used to
assess the relationships while providing a transition from exploratory to confirmatory
analysis. The application of SEM enabled the researcher to model inter-related
relationships between variables in a way that was more advanced than other multivariate techniques (Hair et al., 1998: 579).
1.8.1

Secondary Research

A literature review or study is generally viewed as secondary research based on data
that have been collected and documented previously (Babbie, 2016: 119; Bryman,
2012: 8). The process included identifying shortcomings and inconsistencies in past
findings which this study could address (Babbie, 2016: 119). For the purpose of this
research, a literature review was defined as “an interpretation of [a] selection of
published and, or unpublished documents available from various sources on a specific
topic that optimally involves summarisation, analysis, evaluation and synthesis of the
documents” (Williams & Vogt, 2011: 186; Babbie, 2005: 457; Burns, 2000: 396;
Babbie, 1989: 100). The researcher undertook a search of the existing literature and
theory on the topic of ethical governance.
Bryman (2012: 8) defined the literature review as an important element in the process
of all research to determine: existing knowledge about the topic; the description of
theories and concepts applied in previous studies; the description of research methods
applied to the topic; the identification of controversies in previous studies regarding
the topic; possible clashes of evidence; and the identification of key contributors to
research on the topic (Bryman, 2012).
Bryman (2012: 8) also highlighted the significance of the literature review as a critical
assessment of the research in all its forms. The researcher undertook a search of the
existing literature and the theory on the topic of ethical leadership, leadership
development, and ethical governance.
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1.8.2

Primary Research

Primary data refers to empirical data that were collected specifically for a research
study (Zikmund, Babin, Carr & Griffin, 2013; Zikmund, 2003). The survey technique
using questionnaires was chosen to collect raw data for this research (Leedy & Omrod,
2001). The data were correlated with identified variables that could influence the
perceived success of ethical governance with ethical leadership as the intervening
variable.
1.8.2.1

Research Paradigm

Given the problem statement and research objectives of this study, a positivist
research paradigm was adopted. Cohen and Crabtree (2006: 1) described a positivist
approach as “research based on knowledge gained from positive verification of
observable experience rather than, for example, introspection and intuition”. Scientific
methods are used to gain knowledge. Positivist approaches are generally used in
quantitative research and rely heavily on experimental or manipulative methods which
involve hypothesis generation and testing to prove or refute the hypothesis (Cohen &
Crabtree, 2006: 1).
Neuman (2011: 95) described a positivist research paradigm as comprising precise,
quantitative data focusing on rigorous, exact measures and objective research. The
key aspects of a positivist paradigm approach include: the use of large samples, which
tend to produce quantitative data which are highly specific and more accurate; and
attempts to develop and test theories and models (Welman & Kruger, 2001; Zikmund
et al., 2013: 67). The essential purpose of a positivist approach is to identify
explanations and predictions in order to validate relationships. The positivist approach
leads to generalisations that contribute to theory (Collis & Hussey, 2014: 44; Leedy,
1997; Leedy & Ormrod, 2001). Neuman (2011: 95) agreed that generalisations are
predicted by means of the confirmation of probabilistic and causal laws.
1.8.2.2

Data Collection

The sample population for this research consisted of leaders in multi-national
organisations and public enterprises abroad and in SA. A structured questionnaire to
test the hypothesised relationships depicted in the theoretical model was designed.
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Babbie (2016: 248) defined a questionnaire as “a document containing questions and
other types of items designed to solicit information appropriate for analysis”. The
importance of formulating the research questions according to the research goal was
emphasised by Neuman (2011: 312), who described the process as numerous
rewriting efforts to ensure that the survey questions are clear and complete. The
process of the survey research continues deductively where the variables are
conceptualised before they are operationalised in the survey questions (Neuman,
2011: 312; Babby, 2016: 53). Leedy (1980: 99) referred to the process of uncovering
the truth by means of questionnaires as “instrument[s] for observing data beyond the
physical reach of the observer”. Kayrooz & Trevitt (2005: 8) agreed and postulated
that information should be derived from people.
The selection of a sample for this study was based on non-probability sampling, where
respondents were selected specifically to reflect particular features of, or groups
within, a sample population (Ritchie & Lewis, 2003: 78; Babbie, 2016: 186; Bryman,
2012: 713). Neuman (2011: 267) argued that the main advantage of a non-probability
sample size was that it does not have to be determined in advance. Data collection is
often carried out through snowball sampling (Babbie, 2016: 186; Kayrooz & Trevitt,
2005: 159). Gray, Williamson, Karp and Dalphin (2007: 117) pointed out that snowball
sampling was effective when “highly specialised, or ‘insider’ interest groups and
networks” were involved (Babbie, 2016: 186; Ritchie & Lewis, 2003: 79). Respondents
were selected specifically to reflect particular features of ethical leaders within the
sample population.
1.8.2.3

Data Analysis

Data analysis is a complex process involving various elements of which the application
of statistical techniques is a core part (Bryman, 2012: 13). Data analysis can be
defined as “the management, analysis, and interpretation of the data” (Bryman, 2012:
14). Quantitative research is used to quantify the research problem by means of
generating numerical data and converting the data to usable statistics (Terre Blanche,
Durrheim & Painter 2006; Punch, 2013: 3). In the quantitative approach used for this
research, the numbers represented the values of variables which measured
characteristics of participants, respondents or other cases (Neuman, 2011: 382). The
numbers on the questionnaires were referred to as the raw data. The raw data were
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analysed and re-organised in a suitable form for computer entry and, ultimately, were
presented in charts or graphs (Neuman, 2011: 382). Statistics describe a set of
collected numbers, including a branch of applied mathematics which is used to
manipulate and summarise the features of the numbers (Neuman, 2011: 387;
Manheim, 1995: 309; Bryman, 2012: 347). The features are analysed and summarised
to interpret and give theoretical and empirical meaning to the results in order to make
generalisations from the sample to the population (Bryman, 2012: 347; Neuman, 2011:
382).
The SEM process involves a hypothesis of the structure of the relationships between
the manifest variables and the latent variables in a specific population. The process
also contributes to the validity of the population, which refers to the degree to which
the findings attained can be generalised (Hair, Black, Babin & Anderson, 2010). The
goal of SEM is to test a theory “by specifying a model that represents predictions of
that theory among plausible constructs measured with the appropriate indicators”
(Kline, 2011: 189). According to Kline (2011: 91), SEM involves six steps, namely:
•

Model specification;

•

Evaluation of model identification;

•

Operationalisation of constructs;

•

Estimation of the model (evaluation of model fit and interpretation of parameter
estimates);

•

Re-specification of the model;

•

Reporting of the results.

The Cronbach’s alpha co-efficient was applied to each factor in order to evaluate its
consistency in the theoretical model and to confirm the reliability of the measuring
instrument (Kline, 2011: 69; Manual, 2012: 330). Kline (2011: 69) referred to
Cronbach’s alpha as “a statistical measure of internal consistency reliability”, in other
words, “the degree to which responses are consistent across the items within a
measure”. Mora et al., (2012: 179) suggested that the SEM software applications such
as AMOS, EQS, Mplus and LISREL should be considered after determining the
dimensions of a “fit” in terms of “absolute fit, parsimony correction and comparative
fit”. In this study, Version 8.8 of Lisrel was used, which refers to “Linear Structural
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Relationships” for Microsoft Windows and, being an integrated process, it catered for
all the stages of analysis (Kline, 2011: 82). SEM and especially the goodness-of-fit
were used to describe the fit of the theoretical model to the data collected (Kline, 2011:
207). According to Manual (2012: 173), the fit of a model relates to how well “the
hypothesised model describes the behavioural patterns and the relationships of the
actual data”.
1.8.2.4

Pilot Study

The pilot study was a critical part of the research process to ensure that the research
instrument and data collected would provide clarity on the scope of the study and the
depth required (Babbie, 2016; Ritchie & Lewis, 2003: 135). The most significant
contribution of the pilot study was to ensure that the data collected would contribute to
the research goal and support the desired aims and objectives. The pilot study was
especially relevant to the collection of data using a questionnaire to ensure that the
research instrument would function well (Bryman, 2012: 263). The pilot study helped
to revise the survey questions in order to focus on relevant and important data
(Neuman, 2011: 436). The pilot study also enabled the researcher to confirm that the
respondents understood the instructions clearly when completing the selfadministered questionnaires (Bryman, 2012: 264). Pilot studies are effective in
identifying possible problems with the proposed research before conducting the
research (Terre Blanche et al., 2006). Data collected during the pilot study may be
used in the final research findings (Ritchie & Lewis, 2003: 135).
Gray et al. (2007: 124) emphasised that pilot studies often produce new insights,
including suggestions of new types of data that might be collected and to “eliminate
fruitless lines of inquiry”. A pilot survey relating to the research problem and its
objectives was conducted by testing the questionnaire with a small number of
respondents who were representative of the respondents intended for the final survey
(Neuman, 2011: 312). The selection of “subjects similar to the target” was vitally
important to evaluate what Gray et al., (2007: 124) referred to as a “tentative
examination”. The purpose of the pilot study was to test the appropriateness and the
feasibility of the study and to detect weaknesses in order to improve the research
design and methods (Gray et al., 2007: 124).
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1.8.3

Research Hypotheses

The research hypotheses were formulated according to a series of relationships that
could be tested and is illustrated in Figure 1.3 below.
H1:

There is a positive relationship between the effect of the regulatory environment
and ethical leadership.

H2:

There is a positive relationship between the influence of strategic planning and
ethical leadership.

H3:

There is a positive relationship between the influence of stakeholder’s interests
and ethical leadership.

H4:

There is a positive relationship between the level of accountability and ethical
leadership.

H5:

There is a positive relationship between the level of ethical conduct and ethical
leadership.

H6:

There is a positive relationship between the level of values alignment and
ethical leadership.

H7:

There is a positive relationship between the effect of human development and
ethical leadership.

H8:

There is a positive relationship between the level of risk management and
ethical leadership.

H9:

There is a positive relationship between the level of emotional intelligence and
ethical leadership.

H10:

There is a positive relationship between the influence of ethical leadership and
the perceived success of ethical governance.

22

1.8.4

Proposed Theoretical Model

The process of constructing a theoretical model, according to Jaccard and Jacoby
(2010: 28), can be described as “conceptualizing systems and converting them into
symbolic expressions”. A theory can be defined as “a set of statements about the
relationship(s) between two or more concepts or constructs” (Jaccard & Jacoby, 2010:
28). Various definitions of models exist but, for the purpose of this research, a model
was described as “simplified versions of theories” (Jaccard & Jacoby, 2010:28). Figure
1.3 illustrates the proposed theoretical model.
Figure 1.3: Proposed Theoretical Model

Source: Researcher’s own construct
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1.9

DELIMITATION AND SCOPE OF THE STUDY

The scope of the research was limited to up-coming, mid-level, senior, executive and
other leaders. The sample population was defined as:
•

Multi-national organisations in the private sector;

•

Leadership within the public sector;

•

Leaders from organisations in South Africa and abroad.

The research was focused on evaluating whether particular factors contribute to the
perceived success of ethical governance in South Africa. Although the aim of this
research was to develop an ethical leadership development model to enhance ethical
governance in South Africa, international participants were included in the sample
population. The motivation to include international participants was to obtain more
representatives of the global and local population to produce appropriate results
(Malterud, Siersma & Guassora, 2015). In this research, emphasis was placed on the
experience, abilities and skills of leaders who were or have been compromised by
unethical decision-making and policies that lead to corruption and other negative
outcomes. Executive leadership in the private and public sector was a valuable
contributor to addressing the main research question regarding the perceived success
of ethical governance. The research population was representative of leaders in
corporations and institutions on various levels of leadership without any bias towards
religion, culture or gender.
According to Hair, Hult, Ringle and Sarstedt (2013: 19) a minimum sample size of 50
respondents for SEM would provide valid results. However, the aim of this research
was to sample approximately 300 respondents which, according to Hoyle (2014: 161)
is a more stable and accurate sample size to establish “model fit”.
1.10

DEFINITION OF CONCEPTS

The scope of the research has been identified further below in terms of defining and
linking the relationships of independent, intervening and dependent variables relevant
to ethical leadership and ethical governance.
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1.10.1 Regulatory Environment
The regulatory environment refers to the body of laws, regulations, policies, best
practices or service-level agreements that promote regulatory quality (Australian
Government, 2007). Furthermore, the regulatory environment includes a set of
procedures, methodologies, and technologies put in place by organisations to monitor,
manage and carry them out (Tattam, 2015). The regulatory environment is important
as this creates external pressure on organisations to be compliant with the variety of
policies and laws. Failure to follow the required standards and guidelines puts
organisations at risk of being exposed or penalised, which could lead to a loss of
reputation and possible bankruptcy (Trent, 2008: 2). The regulatory environment is
important as it plays a vital role in ethical governance. The regulatory environment
refers to the governance, risk management and compliance within an organisation and
is considered to be one of the keys to unlocking the success of an organisation
(Silveira, Rodriguez, Birukou, Casati, Daniel, D'Andrea, Worledge & Zouhair, 2012:
533).
1.10.2 Strategic Planning
Strategic planning is regarded as the pivotal point for an organisation to make
decisions which affect operational planning directly (Barksdale & Lund, 2006).
Strategic planning assists the organisation to refrain from making mistakes and
supports the organisation’s ability to distribute resources as required (Bryson, 2004:
270). Strategic planning also makes it possible to evaluate realistically whether targets
can be achieved and to examine the internal and external forces that have the potential
to affect the organisation’s policy holders (Haines, 2004: 25). Ethical decision-making
plays a pivotal role in strategic planning to create a culture of value-based direction
(Joyce, 2017). The strategic leader understands the process of generating and making
decisions which affect the present and future forecasts of an organisation positively
(Mckeown, 2012: 53; Johnson, Whittington, Scholes, Angwin & Regner, 2017)
1.10.3 Stakeholders’ interests
Ethical governance includes the systems by which organisations control and distribute
responsibilities and rights among corporate officials and stakeholders (Ayuso &
Argandona, 2009: 1). According to Tirole (2001), the stakeholders’ interests refer to
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the desire of organisations to induce management to internalise the welfare of
stakeholders. Zemko (2005) emphasised the benefits to society of stakeholders’
interests, which include competitiveness among modern organisations and reducing
the possibilities of corruption, which also guides processes to attract investments and
to prevent banking crises. The King Report (2009: 11) referred to the concepts of
“enlightened shareholders” and “stakeholder inclusiveness” which emphasise the
inclusiveness of an organisation’s decisions and actions regarding stakeholders.
Stakeholder inclusiveness has a positive impact on the stakeholder as well as the wellbeing of the organisation (King IV, 2016).
1.10.4 Accountability
Accountability is a fundamental requirement for ethical governance. Accountability is
defined by the criteria to measure the performance of officials, public operators,
employees and leaders within organisations (Institute of Directors in Southern Africa,
2009: 9; Marquis & Huston, 2006). Ethical governance would be affected positively if
effective, accountable structures were in place for citizens, local organisations and
institutions (Atwood, 2013: 30). Public officials would be held accountable for their
behaviour to ensure that criteria (standards) are met (Dive, 2008). Effective leadership
is characterised by ethical values such as responsibility, accountability and fairness
(King Code III, 2009: 9; King IV, 2016). Accountability is regarded as the fundamental
pillar of ethical leadership that promotes the perceived success of ethical governance
(King IV, 2016).
1.10.5 Ethical Conduct
Ethical conduct describes the role of leaders in creating habits and practices within
organisations that are characterised by values, attitudes and beliefs (King IV, 2016:
67). Ethical decision-making leads towards an ethical climate which is fostered and
developed within organisations (Kanungo & Mendonca, 1996; Veldsman & Johnson
2016). The three tasks of an ethical leader are to perceive, interpret and create a reality
that is concerned with the implementation of organisational goals (Enderle, 1987;
Johnson & Fox, 2015). According to Moreland and Craig (2003) there are five
elements that are crucial for ethical organisations: trustworthiness, unity, respect and
dignity, justice, service and humility. The lack of ethical conduct in global leadership
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scandals highlights the importance of leadership which is grounded in a culture of
ethical conduct. International beverage organisation, Coca Cola (2016) is an example
of maintaining and developing ethical conduct from top leadership through to
employees as part of the organisation’s identity of conducting ethical business
practices (Gaddis & Foster, 2015).
1.10.6 Values Alignment
Kotter and Heskett (2011) argued that organisations with shared values and an
adaptable culture were more effective than most other organisations. Goldsmith et al.
(2003) postulated that individual values and principles ought to be aligned with the
organisation’s ethical strategy. Values alignment by ethical leaders ensures trust and
creates a culture of moral values and role modelling (Harkiolakis, 2016: 66). According
to Eneroth and Munday (2013), the key to success in both the private and public
sectors was values alignment. Values refer to deeply held principles and convictions
when making decisions (Edmonds, 2010). Values are defined by behaviour that is
observable, tangible and measurable when interaction takes place (Edmonds, 2010:
5). “Values alignment is an emergent property in organisations that have a critical
mass of people with a common language of values and clarity about how their personal
values align with the desired values of the organisation” (MVF, 2011). Value-drivenleadership confronts the status quo of unethical patterns and breaks vicious cycles of
toxic work practices in order to create value-based work environments (Veldsman &
Johnson, 2016).
1.10.7 Human Development
Human development is described as the observable, mental and relational changes
as human beings mature in life (Kelcourse, 2004: 11). According to Vrbensky (2014),
human development related to people and their well-being. Humanity and the
development of the potential of people were highlighted by the United Nations Human
Development Report (2016). Ethical leaders understand the concern which embraces
the richness of human life beyond the richness of the economy. Ethical governance
incorporates human capabilities and creates opportunities for growth for all people
(Council for International Development, 2016). The following aspects form part of
human development: basic human functional capabilities, dimensions of well-being,
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universal human values, quality of life domains, universal psychological needs, and
basic needs. Ethical leaders understand the ethical responsibility to develop human
capacity by creating job security, fair treatment and training opportunities for
employees to excel at work and in life (UNHD, 2016a).
1.10.8 Risk Management
According to Hopkin (2018) it was imperative for ethical leaders to prevent risk
management from being separated from the realities of an organisation’s operations.
The importance of an effective risk management framework was highlighted by the
lessons from the financial crisis in the US during 2008/2009 as reported by the Report
of Corporate Governance (OECD, 2014: 13). In 2011, McKinsey & Co (OECD, 2014)
conducted a survey of listed companies and found that 44% of board members
indicated that the members of the board reviewed and approved proposed strategies
as presented by management. However, only 14% of board meetings were focused
on risk management and only 14% of respondents were informed or understood the
potential risks to their organisations (OECD, 2014: 13; Institute of Risk Management,
2002). It is clear that risk management is under-emphasised in ethical leadership
development as on-going global leadership scandals and risk management failures
receive media coverage on a daily basis (Richardson & Fenech, 2013). In South
Africa, the increasing corruption and governance failures were ranked as the highest
of the top 10 SA risks, which highlighted the importance of ethical leaders maintaining
and developing risk management (Risk Report South Africa, 2015).
1.10.9 Emotional Intelligence
According to Cherniss (2001) and Goleman (2003), ethical leaders were capable of
managing their own feelings and emotions by separating them from the workplace.
Ethical leaders furthermore acknowledge the feelings of employees by enhancing the
morale of others. Goleman (2001) highlighted the importance of emotional intelligence
and emphasised that the higher the position of the leader, the more emotional
intelligence was needed. Emotional intelligence refers to the ability to perceive
emotions and generate thought while understanding emotional knowledge and
regulating emotions to promote intellectual and emotional capacity (Goleman, 2004).
The characteristics of emotionally intelligent leaders are: self-regard, assertiveness,
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independence, empathy, social responsibility, flexibility, optimism and problem-solving
abilities (Hughes, et al., 2012; Goleman, 2014). Ethical leaders value the science of
emotional intelligence as it leads to the well-being of employees and affects the
success of the organisation (Hughes et al., 2012).
1.10.10 Ethical Leadership
Ethical leadership is closely related to values alignment (McGuire & Rhodes, 2009).
Up-coming ethical leaders place great emphasis on ethics (Veldsman et al., 2016).
According to Goldsmith et al. (2003), ethical behaviour will become the most important
driver of future leaders. The term “ethics” is derived from the Greek word ethos
meaning character, conduct and customs (Herboso, 2017). Ethics refers to morals and
values that guide leaders between right, good, wrong and bad decisions (Goldsmith
et al., 2003: 217). In the context of leadership, ethics relates to “character, actions and
behaviours” (Rowe & Guerrero, 2011: 440) while facilitating individual and collective
efforts to accomplish shared objectives (Yukl, 2006). Adendorff (2013: 105) provided
a practical framework for ethical leadership, linking values alignment, ethical values
and the significance of spiritual education. Leadership is a process of social influence
in which one person can elicit mindfulness for certain people’s actions and situations
(Smuts, 2015). According to the King IV Report (2016) ethical leadership and effective
leadership reinforce one another.
1.11

STRUCTURE OF THE THESIS

Chapter 1: Background to this Research Study. Chapter 1 served as a general
orientation to the background of ethical leadership and ethical governance. The
purpose, objectives and hypotheses of the research were presented. The research
methodology and research delimitations were discussed as well as core concepts
relating to the research title.
Chapter 2: Theories of Ethics, Leadership and the Importance of Ethical
Leadership. Chapter 2 contains an in-depth discussion about theories on ethics and
leadership, and highlights the importance and need for global and local ethical
leadership practices. The chapter includes further insight on ethical leadership and
human development, diversity, corporate social responsibility, the millennial
generation and women in leadership.
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Chapter 3: Manifestations and Consequences of Unethical Leadership and
Solutions towards Ethical Governance. In Chapter 3 the complex and multidimensional nature of leadership and governance is explored. Chapter 3 contains
examples and manifestations of and psychological reasons for unethical behaviour
based on case studies of unethical leaders. Chapter 3 concludes with the important
measures to combat unethical behaviour and enhance ethical governance.
Chapter 4: A Leadership Development Model to Enhance Ethical Governance in
South Africa. In Chapter 4, the process used to develop and establish an ethical
leadership development model is discussed. The ethical leadership development
model is described as an action learning cycle, to break the vicious cycle of toxic
leadership practices, with an inner fly-wheel to create momentum to establish a culture
of ethics. Furthermore, the hypotheses affecting the perceived success of ethical
governance are discussed.
Chapter 5: Research Methodology. Chapter 5 contains a detailed explanation of the
research design and methodology used for this study. The population sample, the
method of data collection, the sampling technique, the design and administration of
the questionnaire survey are explained.
Chapter 6: Empirical Results. Chapter 6 contains the report on the empirical results
and the reliability and validity assessments of the measurement instruments used for
this research. The chapter also contains the results of the empirical assessments of
the various factors that affect the development of ethical leadership to enhance the
perceived success of ethical governance.
Chapter 7: Summary, Conclusions and Recommendations. Chapter 7 contains a
summary of the research and includes the conclusions and limitations of the study.
The chapter concludes with a section in which specific recommendations are made to
guide the development of an ethical leadership development model. The
recommendations indicate opportunities for further research in the field of leadership
and ethical governance.
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1.12

SUMMARY

This study is a response to corruption and unethical leadership practices by executive
leaders globally that has resulted in an increasing rate of on-going exposures,
dismissals, arrests, prosecutions and imprisonments (Cann, 2015). Furthermore, this
research is relevant as various authoritative scholars have identified a critical need for
a new breed of leadership to enhance ethical governance globally and to promote
democratic change and sustainable, developmental strategies (Goodman, 2014: 7;
Singh, 2009: 262; Bunker, Hall & Kram, 2010; Goleman, 2011: 277; 2004: 36;
Goldsmith, Greenburg, Robertson & Hu-Chan, 2003: 198; Barling, Slater & Kelloway,
2000: 160; Fiedler, 1996: 243). House et al., (2014: 43) found that the demand for
ethical global leaders “exceeds the availability of leaders” (Els, 2016).
The objective of this study was to make a valuable contribution to the creation of a
leadership development model to enhance ethical governance and thereby contribute
to the body of knowledge. In Chapter 2, the theories of ethics, leadership and the
importance of ethical leadership have been discussed.
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CHAPTER TWO
THEORIES OF ETHICS, LEADERSHIP AND THE IMPORTANCE OF ETHICAL
LEADERSHIP
2.1

INTRODUCTION

In Chapter 1 the holistic research framework and orientation of the research was
provided. In Chapter 2 and 3 the literature review has been presented as part of the
process of understanding and developing the findings of this research study. Garg
(2016), Boote and Beile (2005) and Nunan (1992: 217) emphasise the importance of
referring to recent and relevant literature to support the empirical results provided in
Chapter 6.
The scope of the research study was to develop an ethical leadership development
model to enhance the perceived success of ethical governance in South Africa, which
encompasses various disciplines and sub-topics. Therefore, the literature review has
been divided into two chapters providing relevant information on specific topics. The
focus in Chapter 2 is on defining concepts and examining various theories of ethics
and leadership, emphasising the importance of ethical leadership. Chapter 3 contains
recent and relevant examples of manifestations and consequences of unethical
leadership and solutions towards ethical governance. Current challenges related to
governance have been discussed in the literature review to provide a historical
perspective of ethics and leadership. The aim was to understand the role of ethics and
leadership in enhancing ethical governance.
2.2

ETHICS: THE MORAL FIBRE OF LEADERSHIP

The 20th century affords countless learning experiences through “poor management”
in the working environment. Fuelled by the industrial revolution, the primary focus was
on output, quality control and out-performing competitors, disregarding human
development, well-being and employee satisfaction (Marques, 2018: 19). There was
a lack of business ethics, and leadership styles largely remained the same with limited
questioning of the status quo. Mass communication via the radio, newspapers and
television became a primary source of information that enabled people to learn from

32

other cultures. Marques (2018) listed the following generations classified according to
the period in which they lived, as shown in Table 2.1:
Table 2.1: Generation Classification
Classification

Period

Characteristic

GI Generation

1901 - 1924

Extremely loyal

Silent
generation

1925 - 1942

Supportive of any cause

Baby Boomers

1943 - 1964

Striving for improvement and inspired by parent’s
success

Generation X

1965 - 1979

Labelled self-centred, lonely, both parents
working

Millennials

1980 - 2000

On track to becoming a forceful generation

Source: Marques (2018: 20)
Development accelerated at a rapid rate during the 20th century characterised by
considerable diversity in engineering and development of appliances, destructive wars
with great human losses and global population expansion. Social Darwinism became
embedded in leadership philosophies and management styles leading to a “survival of
the strongest” or “kill or be killed” mindset. Moral, environmental and social
consequences were overshadowed completely by the drive for economic and
technological development (Marques, 2018). In order to contextualise the origin of
ethical and moral leadership principles, the theoretical developments that took place
during the 20th century, shown in Table 2.2, are relevant.
Table 2.2: Origin of Ethical and Moral Leadership Principles in the Workplace
Era

Outcome

Scientific era

Focus on efficiency and economical resource application in
manufacturing processes

Administrative era

Focus on process-based management with universal
systems to improve efficiency

Bureaucratic era

Focus on clear reporting lines to minimise manager’s power

Behaviour and
Human Relations era

Focus on involving employees in strategic planning and
improving emotional well-being in the workplace

Source: Marques (2018: 20)
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The start of the 21st century was characterised by global economic challenges relating
to large businesses and self-centred leaders “who were corrupted by a mindset of
personal and shareholder focus and blatant disregard of stakeholder well-being”
(Marques, 2018: 43). More recently, there has been a global shift towards growth and
focus on well-being, morals and values. A move towards spiritual behaviour and
greater concern for carbon footprints, advancement strategies and environmental
responsibilities is becoming the norm (Marques, 2018: 45). Ethics and morals are
complex concepts which might be learnt through upbringing, culture, religion and
character but, ultimately, the individual decides to pursue, employ and comply – or
disregard. In today’s global, multi-cultural societies, there are no rigid parameters by
which to guide the morals and ethics of leadership in politics and business. Marques
(2018: 45) argued that the following parameters and viewpoints regarding ethics and
morals could contribute to effective ethical leadership:
•

Universalism: personal principles or rules, also referred to as “maxims” or “why”
motivations, should govern all behaviour;

•

Utilitarianism: behaviour should focus on the outcomes rather than the
intentions;

•

Ethical Pluralism: multiple viewpoints and moral theories can be “equally
correct” in ethical discourses;

•

The Golden Rule: “do unto others as you would have others do unto you”. The
golden rule is considered to be a moral principle rather than a formal, ethical
system;

•
2.2.1

Focus on moral character and not on duties or rules.
Evolution and History of Ethical Theories

Just as there is a vast number of leadership theories discussed below (Barrett &
Sutcliffe, 1993; Winkler, 2010; Waite, 2010), there are as many ethical theories
available by which to understand the concepts and perceived variables of this study
concerning ethical governance. The South African constitution serves as the
foundation of public ethics in terms of Western Democracy (Fox, 2010). For the
purpose of this study, the following ethical theories have been discussed: Socrates
and Plato – Dialogic Method; Aristotle – Nicomachean Ethics; Epicureans and Stoics;
Religious ethics: Jewish ethics; Hindu ethics; Christianity; St Augustine of Hippo; St
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Thomas Aquinas; John Duns Scotus and William of Ockham; Ethics in the modern
period: Thomas Hobbes; David Hume; Kant’s Deontology theory; Jeremy Bentham
(1748 – 1832) and John Stuart Mill (1806 – 1873); Ethical Egoism Theory; Relativism
Theory and Cultural Relativism Theory; Ethical Absolutism Theory and Value Belief
Norm Theory.
The rich history and evolution of ethical theories is complex and deeply embedded in
the nature of human behaviour and leadership. Various numbers of ethical theories
were developed over a period of two-and-a-half millennia and were concerned with
how reason could be used to achieve the good life (Upadhyay, 2018). Socrates, the
father of philosophy, believed in ethical standards and recognised the complexity
involved. Plato was the harbinger of the philosophical tradition and a disciple of
Socrates. Ethical theories were developed by the Christian tradition during the
Medieval Period, as well as by philosophers and humanists during the Modern Period.
In the 21st century, ethics developed into secular ethics and became more rich and
complex (Upadhyay, 2018).
2.2.1.1

Socrates and Plato

Socrates was a Greek philosopher and is regarded as the father of Western
philosophy. Socrates was the teacher of the great philosopher, Plato. Under Plato’s
teaching, Aristotle was born into Greek philosophy and tutored Alexander the Great.
Socrates studied gymnastics, music and grammar and became a sculptor like his
father. His philosophical legacy consists of teachings on how to live a good and
virtuous life (Mark, 2009).
The four schools of thought, which originated from moral philosophy among the
followers of Socrates, were the Cynics who claimed that the only virtue (the only good)
is self-control. The Cyrenaics regarded pleasure as the most dominant virtue (and all
pleasures are equal). The Magarians believed that God, or reason, is the only good
and, therefore, the final secret of the universe. The Platonists believed that goodness
was the only reality (Fox, 2010).
The Dialogic Method was introduced by Plato (427 – 348 BC). The dialogues existed
between Plato, Socrates and other partners. The dialogic approach received praise
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for the social setting in which it took place, although it is challenging to assess Plato’s
original thoughts on certain themes. Popular theories of ethics are introduced in
Euthyphro and The Republic (Upadhyay, 2018). In The Republic, the following
summary describes a city (Stanford Encyclopaedia of Philosophy, 2017):
A city comes to be because none of us is self-sufficient (autarkes), but we all need
many things… And because people need many things, and because one person
calls on a second out of one need and on a third out of a different need (chreia),
many people gather in a single place to live together as partners and helpers.

The city began to exist around farmers and craftsmen who provided food, shelter and
clothes. As a result of increasing demands, certain classes developed (Stanford
Encyclopaedia of Philosophy, 2017):
•

Producers: Farmers, craftsmen, artisans – people having an urge for wealth,
money and pleasure;

•

Auxiliaries: Warriors – courageous men and women who have a strong vocation
(spirit-orientated);

•

Guardians: Rulers – people guided by rational faculties to seek wisdom and to
dominate.

In the ancient city, Plato referred to a just society as a harmonious relationship
between the producers, auxiliaries and the guardians. The harmonious relationships
are achieved if each member of the city performs his/her assigned tasks (Griffith,
2000). Justice or the just society refers to a happy city of health, order and harmony.
The opposite refers to the unjust city which is characterised by disease, disorder and
chaos (Upadhyay, 2018).
Another important virtue of Plato is justice, which refers to fairness. Justice affords
people their rightful due to earn respect of self and have respect for others. Plato
considered courage to be another important virtue. Courage enables one to have
boldness in achieving rational goals (Berges, 2011). Courage means taking various
risks into consideration and being decisive despite unpleasant situations in order to
achieve success. The last virtue is temperance which refers to discipline over anger,
laziness or complacency (Piper, 1966).

36

Plato’s Four Cardinal Virtues for a just city refer to prudence, justice, courage and
temperance (Irwin, 1995). Prudence, as theorised by Plato, refers to wisdom, good
judgement and competence in being effective, efficient and ethical. Unlike Plato, who
was greatly influenced by virtue ethics, his successor and student, Aristotle, believed
that prudence is also the most vital of the four virtues. According to Gomez (1992) the
definition of prudence refers to studying the past, diagnosing the present and
foreseeing trends in the future, in order to take action. The prudent professional
identifies worthy goals and seeks them in achieving success (Upadhyay, 2018). The
virtues of Plato are relevant for ethical leadership practices within societies as well as
organisations.
2.2.1.2

Aristotle

Aristotle argued that virtue is determined by external goods and not internal virtue
alone as contended by Plato, according to Inwood (2014):
Aristotle was the first to set relatively clear boundaries to the field of ethics, to
identify with some precision high-level principles that define it and provide a
framework for working within it, and to make distinctive claims about the field which
has not lost its appeal in the thousands of years since it was penned.

In the West, the first systematic work was the Nicomachean Ethics by Aristotle
(Barnes, 1984). The foundational principles were arête (excellence or virtue),
phronesis (practical or moral wisdom), and eudaimonia (happiness). Aristotle was a
mastermind who addressed challenging theories such as the goal- and the end-of-life,
without appealing to theological, cosmological or natural principles (Fox, 2010).
Aristotle was capable of referring to general principles as found in the Nicomachean
Ethics (Inwood, 2014; Crisp, 2014). Aristotle argued that happiness is attained by
mental activity (knowledge) and practical action (courage) (Fox, 2010).
2.2.1.3

Epicureans and Stoics

The Epicureans and Stoics (341 – 270 BC) played an important role after the death of
Alexander the Great (323 BC) which led to political and social instability in Greece.
Epicurus originated the intellectual base for what modern science today refers to as
Hobbes Contractual Ethics or Social Contract (Patric, 2006). The Epicurus School in
Athens was “The Garden”, where it was argued that simple mental and physical
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pleasures create happiness. Epicurus believed that the avoidance of trouble from the
mind and pain in the body leads to an optimistic worldview, liberating fears of death
and finding happiness in every situation (Faycal, 2014).
The pioneer of the Stoics, Zeno (336 – 264 BC), described the cosmos as an organic
unity. In the organic unity, God determined the purpose of each integral part of the
cosmos which made living in harmony possible among citizens of the cosmos. The
ruler, God, governed the cosmos with absolute law, the essential nature of which was
human reason (Upadhyay, 2018). The Stoic proverb, “Live according to nature” was
interpreted on various levels according to early and later Stoics. The ancient Greek
School of Philosophy taught that virtue was regarded as the highest good based on
knowledge. Harmony and Divine Reason governed the nature of a Stoic follower
(Sampaolo, 2018).
2.2.1.4

Religious Ethics

The tradition of religion contributed large amounts of knowledge to the field of ethics
over the ages (Vorster, 2009; Muldoon, 1990). In the following section, some of the
most influential religions have been shortly discussed.
•

Jewish Ethics

Judaism is an ancient religion with a broad range of morals in normative ethics. The
Jewish ethical principles are based on the foundation of the Pentateuch. Judaism
places emphasis on family life with the father as the head of the family (Fox, 2010). In
modern movements within Judaism, the family is regarded as important, but the father
and mother are regarded as equals. Monogamy is one of the important pillars of
Jewish ethics as well as the prohibiting of adultery and incest (Fox, 2010).
•

Hindu Ethics

Hinduism is an ancient religion from India and the oldest school of Hinduism is
Vedanta. Hinduism is based on three documents: Upanishads, Bhagavad-Gita and
Brahma Sutra. Personal discipline, good conduct, meditation and self-inquiry are
important ethical principles of the religion (Fox, 2010).
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•

Christian Ethics

The profound impact of Christianity played a pivotal role in influencing ethical thought
in Europe. Firstly, Jesus Christ’s commandment to love God was among the greatest
virtues of all (Wells, 2010). Secondly, to focus more extensively on God rather than
the powerful or good life was a vibrant topic amongst Greek ethicists. Thirdly, personal
freedom based on Christianity’s doctrine of personal salvation led to free will and,
furthermore, accountability for one’s actions. The most important pillars of Christian
virtues are faith, hope and love (Wells, 2010; Gill, 2014).
•

St Augustine of Hippo

St Augustine of Hippo (356 – 430 BC) was an influential, Christian, ethical philosopher,
inspired by St Paul’s ideas of salvation based on faith not works (Zwitter, 2014).
Augustine rejected the notion of love as a single virtue and referred to it as the greatest
double commandment in Matthew 22: 37 – 39 (The Holy Bible, King James Version,
2001).
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Jesus said unto him, Thou shalt love the Lord thy God with all thy heart, and with
all thy soul, and with all thy mind.
38

This is the first and great commandment.
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And the second is like unto it, Thou shalt love thy neighbour as thyself.

Augustine argued that love was from the heart, soul and mind and, in order to love
God, we ought to love God as holistic human beings in perfect unity. Out of love for
God we are able to love God’s people (neighbours: all people are God’s people) as
we love ourselves (Gill, 2014). Therefore, we are able to treat others as we desire to
be treated. Augustine’s writings on free will and grace influenced later philosophers
such as Schopenhauer and Nietzsche (Kent, 2006; Brown, 2000).
•

St Thomas Aquinas

Aquinas (1224 – 1274) was a Dominican monk educated in Cologne and Paris. He
agreed with four Aristotelian ethical principles: that happiness should be attained over
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a lifetime; all actions led to happiness; decisions involved taking action to achieve
happiness; and moral character was developed by customs of choice to create
happiness (Upadhyay, 2018; Feser, 2009). He also identified with Augustine’s words
summarised in Varro’s: The Art of Living (Kent, 2006).
Although Aquinas identified with the ethical principles of Aristotle, he also disagreed
with shortcomings in the promise of virtue-ethics for obtaining happiness. According
to Aquinas, shortcomings were fulfilled by the exercise of cardinal virtues as stipulated
by faith, hope and love (Upadhyay, 2018).
Aquinas described natural law as an integral part of God’s will for creation made
manifest to human beings. Natural Law referred to the first principles that good deeds
were to be done and all evil was to be avoided (Gill, 2014). The focus on God as the
giver of Natural Law was only one aspect of divine providence. Another aspect was
the role of human beings as receivers of Natural Law and the perspective of practical
rationality theory (Stanford Encyclopaedia of Philosophy, 2002).
•

John Duns Scotus and William of Ockham

The Franciscan ethicists, John Duns Scotus (1265 – 1308) and William of Ockham
(1285 – 1349), played an instrumental role during the Renaissance Period in
promoting, advocating and reviving Aristotle’s dual path theories of scientific
reasoning. Scotus associated with Aquinas in discovering God in Nature. Ockham
associated with a limited role of natural theology (Osborne, 2014). However, Scotus
and Ockham concurred that moral judgement originated from faith and not reason
(Southern Night, 2016).
2.2.1.5

Ethics in the Modern Period

Ethics in the modern world shifted from theist ethics to secular ethics (Upadhyay,
2018; Runzo, 1992). The notion that God is a protector guiding our actions has been
rejected in modern ethics. The scientific methods have been emphasised more.
Furthermore, the notion of eternal salvation has been rejected as a basis for ethical
behaviour. Worldly “imaginations” (love of God, city of heaven, salvation) have been
rejected and the human mind has emphasised how people could live together
(Upadhyay, 2018).
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•

Thomas Hobbes

Thomas Hobbes (1588 – 1679) referred to contractual ethics which can be described
as the beginning of modern ethics. Hobbes’s Law of Nature is characterised by the
absence of common law or authority over humans. The state of life is rather dominated
by death, fear and dangers. The state of Nature was absent from arts, security and
agriculture. Furthermore, the equality of humans is non-existent, which makes people
vulnerable and resources scarce (Sorell, 2018).
According to Hobbes, ethical conduct was derived from self-preservation which was
described in his book, Leviathan (Hobbes, 1994; Andersson, 2007). Hobbes placed
emphasis on an organised society and political power (Fox, 2010). The leviathan
referred to the artificial person or state in modern times, which had the authority to
rule. Obeying the higher power was a just action, disobeying it was an unjust action
which led to chaos and discomfort (Upadhyay, 2018).
•

David Hume

In his most popular work, An Enquiry Concerning the Principles of Morals, David Hume
(1711 – 1776) did not depict human beings as nasty, brutal or poor (Hume, 1751).
Hume was influenced by science and identified sympathy as being a key element in
the theory of ethics. Hume argued that sentiment was the pivotal point which motivated
ethical behaviour (Schmidt, 2003). Ethical behaviour led to good feelings about the
self and, furthermore, leads to introspection into one’s character and reflection about
one’s actions. The good feelings led to more appropriate behaviour because people
were seen as just people (Jessop & Cranston, 2018).
•

Kant’s Deontology Theory

Deontological Theory was derived from the Greek word deon referring to duty.
Deontology determined whether an action itself was right or wrong under a series of
rules and guidelines (Jost & Wuerth, 2011). In deontological ethics, action was
considered to be morally acceptable on the basis of principles guided by motivation
for moral actions as developed by Kant (1724 – 1804) (Jost & Wuerth, 2011). Moral
action and behaviours were determined according to three criteria. Moral actions fell
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into the ambit of Deontological Theory only if all three criteria were met. Gray, Waytz
& Young (2012) distinguished between the following criteria:
•

Consistency – moral action was accepted only if everyone else were permitted
to follow the same principles;

•

Dignity – human dignity was seen as an objective and not as a means to justify
behaviour;

•

Universality – other individuals and external groups approved moral actions as
suitable.

The criterion of universality can be regulated either by international law or by the norms
of global society (White: 2017). Thus, certain behaviours were regarded as being
unacceptable globally such as “murder, child abuse and fraud” (Gray et al., 2012). A
core issue globally was that of human rights violations (White: 2017). The phenomena
of increasing human trafficking as well as the global migrant crisis are testimony to the
relevance of the Deontological Theory in addressing the global leadership crisis (Fiala,
2010: 126).
Kant argued against Hume’s theory by establishing ethical judgements rather than
sentiments and feelings that led to obstacles in understanding of right and wrong
(Upadhyay, 2018). Kant was strongly religious but his understanding of what ought to
be right was influenced also by mathematics, science and order (Upadhyay, 2018).
•

Jeremy Bentham (1748 – 1832) and John Stuart Mill (1806 – 1873)

Utilitarianism in the field of normative ethics referred to actions as being right if they
promoted happiness, and wrong if they produced unhappiness (Standford
Encyclopaedia of Philosophy, 2009). Consequentialism or Teleological Ethics
(Utilitarianism) provided a framework within which to judge the effect of behaviour that
benefited the overall “happiness” of others. This implied that people should strive to
make the world the best place it could be, according to the theory’s founder, Bentham
(De Lazari-Radek & Singer, 2017: 1).
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Practical implications include environmental ethics, psychological egoism and ethical
egoism. However, utilitarianism was in contrast to egoism theories, explained as
follows (Smart, 1973):
This disagreement might have practical relevance. It might be important in
discussions of birth control. But in most cases the difference will not lead to
disagreement in practice. For in most cases the most effective way to increase the
total happiness is to increase the average happiness, and vice versa.

Bentham referred to the avoidance of external sanctions of punishment by an
individual to promote ethical deeds while Mill referred to the avoidance of guilty
feelings as motivation to avoid bad behaviour. Bentham and Mill regarded introspection and social evaluation as an effective tool to counter bad behaviour
(Upadhyay, 2018).
•

Ethical Egoism Theory

Ethical Egoism over-rode all normative theories and was a self-centred moral belief in
placing oneself first, even if it included immoral acts (Upadhyay, 2018). Egoism was
a moral position that promoted the ideal that there was no moral obligation to others
except to act in one’s own best interest (Geirsson & Holmgren, 2001: 59). Ethical
Egoism was the opposite of fairness, justice and true friendship (Geirsson & Holmgren,
2001: 60). “Ethical Egoism postulated that the only obligation or duty of a man was
self-interest” (Upadhyay, 2018).
The opposite of Egoism was Altruism which was defined as “any act that seeks to
advance the good of others for their own sake and not for the sake of advancing selfinterest” (Upadhyay, 2018). Brown (2012) promoted a position of unselfishness and
highlighted the positive effects and consequences of unselfish individuals who were
concerned for the overall happiness of others.
•

Relativism Theory and Cultural Relativism Theory

The core of Relativism Theory (Conventionalism) was that norms and behaviours were
based on the beliefs of what is right and wrong within a society or community. The
theory propagated that cultures have diverse aspects that influence behaviour
(Upadhyay, 2018). The context of Relativism Theory was often characterised by
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geographic location, socio-cultural intelligence and historic time-lines and episodes.
Ethical norms were based on moral relativism that was normative, descriptive and
meta-ethical (Velasquez, Andre, Shanks & Meyer, 1992). Within the framework of
meta-ethics, the primary issue was what the individual believed was morally right as
opposed to moral judgements of what was true or false (Moral Philosophy, 2009).
Cultural Relativism referred to beliefs, values and moral judgements that were unique
to a particular group or society (Upadhyay, 2018). Moral relativism provided the
framework and reason for why unique behaviours were justified, as expressed in the
saying: “When in Rome, do as the Romans do” (Ethics unwrapped, 2018). According
to Pojman & Fieser (2008: 19):
Ethical relativism is the doctrine that the moral rightness and wrongness of actions
varies from society to society and that there are no absolute universal moral
standards binding on all men at all times. Accordingly, it holds that whether or not
it is right for an individual to act in a certain way depends on or is relative to the
society to which it belongs.

Moral reasoning for unique cultural behaviours was viewed as a cultural artefact as
opposed to a universal norm. Human rights were grounded within the meta-ethical
position and reinforced an individual’s right (Donaldson, 1996). The basis of moral
relativism is depicted in Figure 2.1.
Figure 2.1: Moral Relativism

Source: Adapted from Smith and Lowe (2011)
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Various forms of relativism argued that no universal or objective truth exists and that
each individual, opinion or culture had its own code of conduct. As depicted in Figure
2.1 relativism theories can lead to confusion, uncertainty and complex viewpoints
(Pojman & Fieser, 2008: 19).
•

Ethical Absolutism Theory

Scholars of Ethical Absolutism argued for the existence of “eternal, universally
applicable moral principles” which incorporate human behaviour, contexts and
environments (Schmidt, 2017). The issue of right and wrong behaviour and human
actions were viewed as objective qualities outside individual behaviour (McCombs
School of Business, 2018). Ethical behaviour in the context of absolutism could be
described as a type of moral code governing actions in the context of right or wrong
(Schmidt, 2017). Ethics on the other hand was a code of standards guiding moral
conduct “that is good and right”, as opposed to destructive, bad or wrong (Mastin,
2009).
A higher degree of understanding and interpreting moral absolutism was important.
While certain universal ethical principles were morally absolute and applicable for all,
there were exceptions to the rule (Harman, 1998). Cannibalism was unacceptable
universally yet, in some instances such as the Andes Air Crash, cannibalism was
perceived as an accepted survival practice (Schmidt, 2017). A pragmatic approach
was dynamic, where the best solution was sought based on unique circumstances in
the spur of the moment situations (Mastin, 2009). The core differences between ethical
absolutism and ethical relativism were:
•

Ethical absolutism: there exists a universal ethic which is applied to all people.
It is the belief that standards are absolute. Philosophers, Plato and Aristotle,
regarded absolutism as the fundamental source of ethics (Harman, 1998).

•

Ethical relativism: is related to social, cultural, historical or personal convictions.
Ethics applied are more flexible and according to various situations (Mastin,
2009).
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Figure 2.2 illustrates the strengths and weaknesses of relativism and absolutism. The
origin and relevance of Cultural Intelligence and its importance for ethical leadership
are discussed later in this chapter.
Figure 2.2: Strengths and Weaknesses: Relativism and Absolutism

Source: Adapted from Gray, Owen and Adams (2014)
•

Value Belief Norm Theory

The Value Belief Norm Theory described moral, behavioural drivers which influence
individuals’ sensitivity levels towards social movements as in the case of the
environment (Dietz, Abel, Guagnano & Kalof, 1999). The well-being or depletion of the
environment is a fundamental debate of the 21st century. Paul Stern (2011) referred to
a selfless mindset (altruism) which embraces the well-being of the environment. By
contrast, followers of Egoism have lower degrees of caring for the environment. The
Value Belief Norm Theory of the environment offered an explanation for rational or
irrational behavioural indicators. Altruistic behaviour was influenced by personal and
moral norms based on the belief that certain conditions were harmful towards others
or the environment, which placed emphasis on personal values, awareness of
consequences, the ascription of responsibility and personal norms (Day & Antonakis,
2012; Chen, 2014). The Value Belief Norm Theory explained “ecological behaviours
such as ecological citizenship, political support and behaviours adhering to the private
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sphere”. The contrast between the Value Belief Norm Theory (altruism) as an attempt
to protect the environment and followers of Egoism not caring for the environment
highlighted the complexity of ethics in leadership. Ibtissem (2010) found that egoistic
ethical followers regard the protection of the environment as the obligation of
governments and enterprises. Egoistic ethical followers, therefore, do not believe they
have a part in protecting the environment.
The complexity of ethics highlights the importance of an ethical leadership
development model which enhances ethical governance. In the context of the global
leadership crisis, the lack of values, morals and increasing corruption scandals, ethical
leadership plays a critical role for leaders in the private and public sector (Hewlett,
2016; Human Capital Institute, 2017; Schwarts, 1996:111; World Economic Forum,
2016). Ethical theories have a deeply embedded origin and a rich and complex history.
The ethical theories are important in order to understand the variables selected for this
study, which influence the complex nature of ethical leadership and enhance the
perceived success of ethical governance (Herboso 2017). Ethics influences
leadership, culture, decision-making, happiness, behaviour, perspectives and
perceptions as stated by Day and Antonakis: “I find it a real eye-opener to read such
classics and others like Plato’s Republic (trans., 1901); these works provide important
foundations for western thought on topics concerning leadership, ethics, and good
government” (Day & Antonakis, 2012). In the following section the core concepts of
this study will be discussed.
2.2.1.6

Core Concepts of this Study

In this section, important concepts have been discussed, based on the literature
reviewed.
2.2.1.7

Ethics and Morality

“Do your little bit of good where you are; it's those little bits of good put together
that overwhelm the world." Archbishop Emeritus Desmond Tutu (Breakfast,
2018).

The word “ethics” is derived from ethos, a Greek word referring to habit, custom,
character or a disposition (Devettere, 2002). Morality is regarded as a branch of ethics
and is derived from moris, a Latin word introduced by Cicero referring to good or bad
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behaviour. Plato, one of the most influential philosophers, regarded virtue ethics as
the highest form of ethics. Ethics are derived from a rich background of philosophies
and cultures but, according to Herboso (2017), goodness lies within a person. In the
modern age, ethics has developed into various theories including: meta-ethics,
normative ethics and applied ethics (Fitzpatrick, 2008).
Meta-ethics is concerned about the origin and systematic analysis of ethical concepts
including moral ontology, psychology and language (Fisher, 2011). Normative ethics
describes the content of moral discernment and the quest for what is right and wrong
(Kagan, 2018). Applied ethics describes the applications of ethics in life and discusses
controversial topics such as war and abortion (BBC News, 2016; Kagan, 2018). The
field of applied ethics includes standards that promote honesty, compassion and
loyalty.
Morality and ethics are defined in terms of norms (Bentham, 1789). Normative ethics
(morality) refers to ethical judgements determined by a set of norms (Kagan, 2018).
The Latin word for norms, norma, refers to standards of a particular group or culture
(Raga, 2008). Morality refers to people’s ability to understand their capacity to make
moral decisions or refers to the performance of moral acts. Unethical or immoral
behaviour refers to people’s inability to distinguish between right and wrong
(Upadhyah, 2018)
Debates about ethical behaviour and how people ought to live are centuries old and
have been developed by collective experience and deliberations in nuanced ways.
Ethical principles were developed from four main traditions: intellectual, theological,
naturalist and monarchist (Upadhyah, 2018).
The intellectual tradition refers to philosophers using ethical principles to create human
happiness (lofty minds creating lofty ideas) (Martinez & Richardson, 2008). The
theological tradition regards the will of God, as stipulated by the Ten Commandments
given to Moses, as the source of ethical behaviour and guidelines. Thus, the religious
canons are regarded as the key which guides people to behave ethically (Quinn,
1998). The naturalist tradition assumes that ethical principles are created from needs
of social life. By making use of the intellect, theology and the development of
civilisation, the naturalist theory identifies new ethical principles (Martinez &
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Richardson, 2008). The monarchist tradition is defined by social and political order
and supported by religious doctrine which regards the king or queen as the leader
(Mitchell, 2013; Denis, 2006, Frankena, 1975; Herdt, 2012).
Ancient philosophers were intrigued by questions about happiness, equality and rights
that citizens must enjoy (Martinez & Richardson, 2008). Centuries of religious thought,
philosophical arguments and ethical debates are linked to important questions.
German philosopher, Nietzsche, believed that philosophy is more concerned about
asking important questions than receiving answers. Furthermore, Socrates, the father
of Western philosophy argued that he knew nothing (Kreeft, 2002). In this research
study, questions of unethical leadership have been considered in depth in order to
contribute to the body of knowledge.
2.2.1.8

Values

Values refer to the moral standards or principles of a person or social group (Boudon,
2001). According to Khadem & Khadem (2017), values refer to the lasting beliefs that
influence decision-making in certain situations. Enculturation is defined by commonly
accepted principles or standards for an expected or desirable outcome (Global
Perspectives Consulting, 2013).
Institutional, political, administrative, economic or cultural failures are related to
leaders or employees not meeting the standards assigned to them (Simango, 2011).
The failures in the institutional sphere can be ascribed to indifference, confusion or
adherence to organisational values as illustrated in Figure 2.3. According to the King
IV Report (2016), values refer to convictions about how an organisation is represented
and how employees should conduct themselves as representatives.
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Figure 2.3: Values Alignment

Source: Adapted from Great Work Cultures (2016)
Oral agreements of values in organisations are not regarded as a sufficient
mechanism to communicate values (Khadem & Khadem, 2017). Values need
“institutional nurturing” which requires a supported code of conduct. The code of
conduct influences the underlying values of an organisation (McMurry, 1977; Raga,
2008). Organisational values are the unseen drivers of behaviour which lead to the
belief of “the way we do things here”. An ethical organisational culture generates
organisational success as a result of alignment by the governing body through
appropriate policies and practices as illustrated in Figure 2.3 (Towerstone Leadership
Centre, 2016; Deloitte, 2018).
2.2.1.9

Ethics, Integrity and Professionalism

According to Upadhyay (2018) European academics refer to integrity as a virtue in
terms of intellectual, moral or behavioural competence in decision-making. Academics
in the USA refer to ethics and professionalism. According to the American lexicon,
“professionalism" suggests “doing things right” in organisational, social or political
spheres (Upadhyay, 2018).
In this study, ethics refers to what is good and right for the self and others as applied
in decision-making, conduct and relationships in organisations (Velasquez, Andre,
Shanks & Meyer, 2010). Integrity refers to the quality of being honest in financial
statements and external reports, which should be reliable, valid, accurate and
complete (Upadhyay, 2018). Professionalism is an approach which aims to integrate
social, governance and environmental factors into decision-making, to manage risk,
to act ethically and create sustainable systems (King IV, 2016).
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In the following section, prominent leadership theories and styles have been discussed
as they developed from earlier years towards modern times.
2.3

THEORIES AND STYLES OF LEADERSHIP

Leadership is the effective attempt to influence a group of people to do something
different or better (McKenna, 2012; Fincham & Rhodes, 2005). The theories of
leadership are attempts to provide explanations for why individuals have the capacity
to influence others by behaviour, personality attributes or styles.
2.3.1

Core Leadership Concepts

In the context of this study, it is necessary to distinguish between leadership, executive
leadership and public leadership. Although the theoretical basis remains similar,
responsibilities and accountabilities might vary. What is relevant to corporate
leadership might not be applicable to public leadership, such as non-compliance with
aspects such as bottom-line profit or sales margins. The following core concepts are
thus broad guidelines indicating frameworks, elements and dimensions of analysis and
suggesting leadership responsibilities.
2.3.1.1

Leadership

House et al. (2014) acknowledged the multiple variations of leadership definitions
influenced by cultural diversity and context-based application. Based on research by
Global Leadership and Organisational Behaviour Effectiveness (GLOBE), leadership
is defined as “the ability of an individual to influence, motivate, and enable others to
contribute toward the effectiveness and success of the organisations of which they are
members” (House, et al., 2014).
A definition highlighting the elements and leadership process defines leadership as:
“the process of influencing others to understand and agree about what needs to be
done and how it can be done effectively, and the process of facilitating individual and
collective efforts to accomplish the shared objectives" (House et al., 2014).
In this study, the relationship between the intervening variable, ethical leadership, and
the dependent variable, the perceived success of ethical governance, is corroborated
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in the King IV Report (2016) by the notion that “leadership and corporate governance
go hand in hand and neither exists in a vacuum”.
Based on the GLOBE model, House et al. (2014) identified seven, primary leadership
dimensions that are culturally contingent. The seven dimensions provide a crosscultural perspective that is derived from 112 personal leadership attributes and 21
primary dimensions. Table 2.3 illustrates the seven, primary, GLOBE dimensions.
Table 2.3: The Seven Primary, GLOBE Dimensions
Dimension

Tendency

Self-Sacrificial

Ability to convince followers performing activities that do not have
a high probability of success, to forego self-interest, and make
personal sacrifices for the goal or vision

Status
Conscious

Consciousness of one's own and others' social position, holding
an elitist belief that some individuals deserve more privileges than
others

Internally
Competitive

Encourages competition within a group and might include
concealing information in a secretive manner

Face-Saver

Ensures followers are not embarrassed or shamed; maintains
good relationships by refraining from negative comments; uses
metaphors and examples

Bureaucratic

Follows established norms, rules, policies and procedures and
habitually follows regular routines

Humane
orientation

Emphasises empathy for others by giving time, money, resources,
and assistance when needed; shows concern for followers'
personal and group welfare

Autonomous

Acts independently without relying on others; self-governing
behaviour and preference to work and act separately from others

Source: House et al. (2014: 26)
2.3.1.2

Executive Leadership

Compared with the vast variety of definitions for leadership, limited definitions for
executive leadership are available. Executive leadership is made up of the C-suite
leadership positions and responsibilities (Frangos, 2018; Investopedia, 2018).
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The Chief Executive Officer (CEO) is defined as “the highest-ranking executive in an
organisation, and the primary responsibilities include making major corporate
decisions, managing the overall operations and resources of an organisation, and
acting as the main point of communication between the board of directors and
corporate operations” (Investopedia, 2018).
The role of the CEO depends on various factors such as the size of the organisation.
In smaller organisations, the CEO fulfils a more hands-on function and makes lowerlevel decisions such as appointments. In larger organisations, the CEO is involved in
higher-level responsibilities such as strategy implementation, overall decision-making
and business expansion. In larger organisations, the CEO delegates functions to
competent managers. It is common practice that the CEO holds a position on the board
and often chairs the board (TechTarget, 2015, Investopedia, 2014, Business
Dictionary, 2018).
Other C-suite leadership positions include Chief Financial Officer (CFO), Chief
Information Officer (CIO) and Chief Learning Officer (CLO) (Goebel, 2013: 12). The
CEO retains the most senior position in terms of authority and responsibility. Another
executive position is that of Chief Operating Officer (COO) (Investopedia, 2014).
Nohria and Khurana (2010: 436) explained the executive leader’s primary role in an
organisation as involving the following:
•

Direction – setting strategies for business units and corporate levels and
determining organisational values and ethical standards;

•

Organisation – designing structure and defining roles and responsibilities;

•

Selection – recruiting and developing senior managers;

•

Motivation – managing incentives and aligning commitment with objectives;

•

Implementation of systems and processes – including budget, talent
development, performance reviews, and customer care strategies.

In larger organisations, the COO is appointed to lead day-to-day operations and to
monitor systems and processes while the CEO is responsible for long-term strategies
and collaboration with the board (Investopedia, 2014). It is important that leadership
roles and responsibilities are defined clearly as COOs are often appointed when CEOs
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are over-worked. The CFO is responsible for financial management, accountability,
analysing financial trends, budgeting and financial reports (TechTarget, 2015,
Investopedia, 2014, Business Dictionary, 2018).
2.3.1.3

Public Leadership

Nohria and Khurana (2010: 112) questioned the notion of having a different leadership
definition and theory for public sector organisations. According to Nohria and Khurana
(2010:112), the leadership principles remain the same. However, Nohria and Khurana
(2010: 112) acknowledged that “politics and government” are changing and people
are less deferential to authorities in political and governmental institutions. The
changing public environment requires more network management, negotiations and
building of relationships because of the increasing number of public-private
partnerships. Effective networking requires leaders in the public sector to display
“talent, trust and soft power” (Nohria & Khurana, 2010: 323).
In the context of public leadership, executive leadership can be described as “senior
government leadership”. In the South African public service, executive level positions
are indicated often as director and director-general leadership positions (TechTarget,
2015, Investopedia, 2014, Business Dictionary, 2018).
Jarbandhan (2017: 221) refers to the increasing debate regarding leadership and
leadership development in the public sector as well as the lack of it. Veldsman et al.
(2016: 226) acknowledged executive leadership and administrative leadership in the
public sector. However, public leadership is a complex phenomenon because of the
separation between executive and political leadership, and administration and
managerial and supervisory leadership. The primary difference is that political leaders
are elected while officials in public office are appointed. The demarcation of duties is
often “blurred” resulting in politicians interfering in administrative duties. The primary
focus of politicians is to formulate policies while administrators should fulfil policy
directives. The ethical challenge in public sector leadership is that administrators
should be “politically neutral” (Veldsman et al., 2016: 227).
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2.3.1.4

Political Leadership

Political leadership should strive to accelerate the transformation of society by ethical
and principled leadership, based on the tenets of democracy and not solely according
to narrow political agendas (Veldsman et al., 2016: 221). In terms of the complexities
and realism concerning political leadership, Veldsman et al. (2016: 296) proposed
“functional leadership” that includes “collective action, civic activism, and determined
political will anchored in thought leadership. South Africa, Nigeria, Algeria, Ghana,
Senegal, and Kenya, in alliance with the African Union, are regarded as pivotal states
for stability and growth. However, a combination of “transformational, transactional,
democratic, visionary, servant, and thought leadership” is a prerequisite for influencing
and participating in the global environment effectively (Veldsman et al., 2016: 297).
In the following section, the broader umbrella of leadership theories and styles has
been presented in order to understand their nature and background within the public,
private or corporate leadership spheres.
2.3.2

The Great Man Theory

The Great Man Theory refers to the belief system that specific leaders are born with
natural leadership qualities (Dugan, Turman & Barnes, 2017). The Great Man Theory
was based on research into whether certain people have a special ability and instincts
to influence, inspire and motivate others. According to Robbins (2001), characteristics
that separate leaders from people without leadership skills are qualities such as a
desire to lead, energy, honesty, integrity, intelligence and confidence. In the Great
Man Theory, it was postulated that certain leaders have various traits or competences
that make them more effective than non-leaders (Werner, 2007).
The Great Man Theory has been discarded empirically and theoretically. Negative
associations and criticisms about the Great Man Theory are that rigid perceptions
block developments such as empowerment, team leadership, change management or
striving for a learning organisation (Kouzes & Posner, 2003; Daft, 2008).
2.3.3

Trait Theory

The Trait Theory was especially popular in the 20th century. According to the Trait
Theory, leadership is dependent on physical and personal attributes and the theory is
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regarded as a branch of the Great Man Theory (Cherry & Gans, 2018). The focus of
the theory is largely on a personal leadership style which excludes the role of
subordinates or employees. As a result of negative productivity outcomes and
employee exclusion, the theory has been discredited by Stogdill (1948) and Northouse
(2010). Stogdill (1948) argued that the traits of a leader should rather be relevant to
the situation in which the individual finds him- or herself. The founder of the Trait
Theory, Thomas Carlyle, believed that personality traits and characteristics were
linked to successful and effective leadership but recent, modern theories focus more
on contingencies (Cherry & Gans, 2018).
2.3.4

Behavioural Theory

Behavioural Theory refers to the behaviour of leaders towards employees in different
contexts (Northouse, 2010; Wright, 1996). In recent history, important studies in
behavioural theory identified different styles of leadership. Researchers from the Iowa
State University identified three leadership styles (Lewin, Lippert & White, 1939): the
democratic leadership style (encourages participation in decision making), the
autocratic leadership style (telling others what to do) and the laissez-faire leadership
style (a hands-off approach). Researchers from Ohio State University and University
of Michigan identified a further two leadership behaviours: the first refers to initiating
structure where the leader’s role is defined by providing roles or goals for employees
by means of structure (Yukl, 2010); the second refers to a relationship of consideration
that exists between the leader and the employees and includes: respect, trust and
team work (Stogdill, 1974; Northouse, 2010). The Ohio State University and the
University of Michigan were the designers of a well-known leadership grid with five
different leadership styles according to behaviour as follows (Daft, 1999; Northouse,
2010):
•

Authority compliance: high interest for performance, low interest for employees.
(Places emphasis on getting the work done);

•

Country club management: high interest for employees, low interest for
performance. (Good work environment but work is secondary);

•

Impoverished management: low interest for employees and performance.
(Hands-off attitude and minimal effort to build relationships);
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•

Middle of the road management: medium interest for employees and
performance. (Moderate effort to be effective and build relationships);

•

Team management: high interest for employees and performance. (Very good
working environment and healthy relationships);

The behavioural theory led to ground-breaking shifts in the science of leadership.
Critics argued against the empirical basis of the research (Gill, 2011; Northouse,
2010). Furthermore, Yukl (1999) argued that the results of the research were
inconsistent because the discipline of leadership cannot be built on two behaviours.
Despite the critics of behavioural theory, it led to remarkable shifts which shed light
on a new perspective in understanding leadership.
2.3.5

Contingency Leadership Theories

Owing to limitations in the research findings for behavioural theories, researchers
moved towards Contingency Theory in an attempt to rectify the weaknesses of
Behavioural Theory (Cogliser & Brigham, 2004). According to Contingency Theory,
there is no absolute leadership style. The Contingency Theory was introduced by
Fiedler (Gill, 2011) who suggested that leadership effectiveness is determined by the
personality of the leader and the situation or context. The outcomes vary depending
on the relationship between the leaders, employees and the situation. Situational
Leadership Theory and the Path-Goal Leadership Theory are part of Contingency
Theory.
2.3.5.1

Situational Leadership Theory

Situational Leadership Theory is based on three dynamics: leader-member relations,
task-structure, and position-power (Dugan et al., 2017). The leader-member dynamic
refers to the atmosphere created by leaders which includes perceptions of
approachability. The task-structure dynamic refers to authority and tasks stipulated by
guidelines and requirements communicated to employees by leaders. Position-power
refers to the amount of authority leaders have, by virtue of position, to reward or
discipline employees (Daft, 2015: 71).
Contingency Theory has been praised by Northouse (2010) based on the empirical
results which indicated that situations affect leadership decision-making and
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effectiveness. It follows that not all leaders will be effective in all areas of leadership
owing to various situations (Northouse, 2010).
Daft (2008) emphasised the readiness of employees in terms of ability to perform tasks
with the support of leaders. The categories of readiness of employees and appropriate
leadership style are (Daft, 2008):
1. Low readiness contingency: Directive leadership style (informing employees
exactly what to do).
2. Moderate readiness contingency: Coaching leadership style (employees willing
to learn are coached).
3. High readiness contingency: Supportive leadership style (support skilled and
experienced employees).
4. Very high readiness contingency: Supportive and trusting leadership style.
In Situational Leadership Theory, leaders attempt to adapt their style to various
situations according to employees’ readiness.
2.3.5.2

Path-Goal Theory

The Path-Goal Theory refers to effective performance by employees as a result of the
leader’s motivation (House et al., 2014). The path-goal theory relies on four
behavioural classifications. Supportive leadership refers to the friendliness and
approachability of the leader which enhances a healthy and fair work environment.
Directedness refers to employees being informed on how to complete tasks (leader
involvement is important for setting targets) (Northouse, 2010). Participation refers to
employees being invited to participate in decision-making which leads to an inclusive
atmosphere.

Achievement-oriented

leadership

maintains

performance

by

encouragement (Daft, 2015; Rowe & Guerrero, 2011; Snook, Nohria & Khurana,
2010).
Contingency Theory is based on the assumption that situations differ and, therefore,
are an important factor affecting leadership (Northouse, 2010). Leaders ought to be
adaptable to their situation. Therefore, Contingency Theory is described as a
contextualised leadership model. Critics argued that the Path-Goal Contingency
Theory is complex to use and difficult to apply (Snook et al., 2010). The Path-Goal
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Theory obtained limited empirical support because of the emphasis on the leader over
employees (Northouse, 2010). Nevertheless, the Path-Goal Theory provided an
important pillar for human development by drawing attention to the need to create a
feeling of satisfaction.
2.3.6

Inspirational Leadership Theories

Inspirational leadership theories refer to a new school of thought among leadership
scholars (House et al., 2014; Daft, 2010). Research shifted towards abilities to
motivate and enable employees to achieve tasks by influencing emotions,
preferences, aspirations and commitments (Weinberger, 2003). Influencing the
emotional well-being of employees benefits the organisation as it leads to effective
and performance-oriented cultures (House et al., 2014). Inspirational Leadership
Theories recommend a holistic approach, which includes transformational,
transactional and strategic leadership theories based on traits, behaviours,
contingencies, cognitive and moral fibres (Daft, 2010). In the following sections, the
Inspirational Leadership Theories have been discussed.
2.3.6.1

Charismatic Leadership Style

In the Rhetoric, the great philosopher, Aristotle, referred to rhetorical means
(charismatic and transformational) to influence the emotions (pathos) of followers
through personal character (etos) and reason (logos) based on a moral perspective
(Day & Antonakis, 2012). Transformational and charismatic leadership theories shifted
the existing leadership paradigm (Conger & Benjamin, 1999; Hunt, 1991; Lowe &
Gardner, 2001) as correctly stated by former French President, Charles de Gaulle:
In the designs, the demeanour, and the mental operations of a leader there must
be always a “something” which others cannot altogether fathom, which puzzles
them, stirs them and diverts their attention.

The essence of charismatic leadership lies in the influence and authority of visioning
or imagining new possibilities (Snook et al., 2010). The concept of charisma finds its
origin in the New Testament of the Holy Bible where Paul describes the gifts of the
Holy Spirit (Wheen, 2004). Charismatic leaders are like evangelical preachers with the
“gifts of tongues”. Leaders are challenged to inspire employees to follow a vision by
effective communication and rhetorical skills (Fincham & Rhodes, 2005).
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According to House et al., (2014) charismatic leaders are visionary, performanceoriented, decisive and inspirational people who regard integrity as a high virtue. Snook
et al. (2010) referred to “smart power” as a key attribute of charismatic leadership.
“Smart power” refers to the employment of hard-power and soft-power techniques by
being simultaneously authoritative and approachable. Dictators like Hitler, Stalin and
Mao relied on the hard-power qualities of “acolytes”, an inner circle of loyalists, to
protect them (Snook et al., 2010).
Critics of the charismatic leadership style questioned the impact of such leaders’
abilities in times of crisis. Jung and Sosik (2006) criticised charismatic leaders for
being motivated by self-interest to attain more power. Snook et al. (2010) referred to
the concerns of the charismatic leadership style as follows:
•

During an organisational crisis, charismatic leaders often make the crisis worse;

•

There is no conclusive evidence that charismatic leadership styles have a
positive impact on the performance of organisations;

•

Charismatic leaders are known for destabilising organisations.

Despite criticisms and concerns about the charismatic leadership style, its aim was to
persuade followers to believe in a vision in an effort to reach organisational success.
Northouse (2010) argued that charismatic leadership generated positive, global
feedback during the presidential campaign of Barack Obama.
2.3.6.2

Transactional Leadership Style

McKenna (2012) referred to the transactional leadership style as a branch of the
transformational leadership style as described below. The transactional leadership
style is characterised by facilitating meetings, instructions and decision-making. The
transactional leader operates primarily in terms of contributions, guidance or
specifying compensations or rewards if requirements are met (Judge & Piccolo, 2004).
The transactional leader is identified as being inward-looking with self-satisfied
feelings (McKenna 2012). The managerial culture keeps the organisation running but
over-control and risk-aversion need to be taken into account (Adair, 1990).
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2.3.6.3

Transformational Leadership Style

In Business Psychological and Organisational Behaviour, McKenna (2012) referred to
transformational and transactional leadership styles as “[Transformational Leadership]
is built on top of transactional leadership; it produces levels of effort and performance
on the part of subordinates that go beyond that associated with a transactional
approach, and is something more than charisma.” The transformational leader
attempts to cultivate ability and determination in employees. Transformational leaders
display leadership by empowering employees to challenge the status quo, including
questioning the leader’s opinion (Wies, 2001).
Research conducted by Hetland, Sandal and Johnsen (2007) found that
transformational leadership was related to motivation, satisfaction for employees, high
performance, reduced stress, decrease of burnout and effectiveness in production.
The basic characteristics of transformational leaders are: charisma, idealised
influence, consideration of the emotional need of each employee, and intellectual
stimulation (Cicak, 2017; Bass, 1990; Bass & Steidlmeier, 1999).
The transformational leadership style is probably the leadership style with the most
empirical support because of the focus on people which includes consideration,
empowerment and motivation (Burke, Stagl, Klein, Goodwin, Salas & Halpinet, 2006).
Bass (1985), Burns (1978) and House and Mitchell (1974) argued that, in
transformational leadership, the employees’ needs are prioritised above the leaders’
needs. Strong emphasis is placed on emotional intelligence as part of the
transformational leadership style, which enhances higher levels of consciousness
about goal attainment, restraining self-interest in favour of group achievement and
motivating followers (Northouse, 2010). The transformational leadership style strongly
correlates with the emotional intelligence variable as identified in the theoretical
framework of this research study (Glover, 2017).
Transformational leaders have been criticised for being unwilling to spend time
facilitating implementation processes, which leads to the perception that they are
autocratic (Bar & Dowding, 2012). Transformational leaders who enforced excessive
control to influence employees’ behaviour were perceived in a positive way by
followers (Glover, 2017). Yukl (1999) argued that there were empirical weaknesses
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which included the distinction between transformational leadership and charismatic
leadership, which created ambiguity. The behavioural aspects of the transformational
leadership style are valued more than trait characteristics (Griffin, 2017).
The transformational leadership style was relevant to this study as it relates to human
development and emotional intelligence, and it is aligned with authentic, servant and
ethical leadership styles (Els, 2016).
2.3.7

Afrocentric Leadership Theory

Afrocentric Leadership differs from Western Leadership theories and refers to
leadership styles in African countries (Chhokar, Brodbeck & House, 2008). According
to Chukwuokolo (2009), European colonialism had a negative effect on Africa’s
economy, culture, psychology and politics. European colonialism led to the denial of
African identity and resulted in Western influences eroding African culture, leadership
and traditions.
Afrocentric Leadership is based on a mixture of norms, beliefs, cultures, folklore and
social identities (Meyer & Boninelli, 2004; Hofstede, 1993). A rich and diverse identity
is the primary distinction between Afrocentric and Western Leadership. The basic
characteristics of Afrocentric Leadership are that decisions are based on power
relations (Khoza, 1994), communal values enhance inclusiveness of the group
(Ngambi, 1999), and traditional ceremonies and health-care healers play a pivotal role
in the Afrocentric school of thought. Levy (2013) argued that leadership styles need to
be aware and acknowledge the rich diversities of Afrocentric Leadership based on
Ubuntu and deep-rooted cultural beliefs and influences. Cultural Intelligence plays a
pivotal role in conceptualising ethical leadership in the global, African and South
African contexts (Hofstede, 1993).
2.4

ETHICAL LEADERSHIP

The science of global leadership theories was developed over years on various
continents (House et al., 2014). The research conducted by Fiedler (1996) was
probably the best attempt to contribute to the body of knowledge about leadership as
other theories did not satisfy what was expected of leadership. Research about
leadership has shifted from theories and concepts about production towards ethical
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considerations, environmental awareness, cultural and emotional intelligence, ethics,
corporate social responsibility and developing employees (Marques, 2017).
Leadership theories ought to be the “developmental pattern” that has people as its
ultimate objective (Vrbensky, 2014: 3).
In view of the discussion about ethics and leadership in this chapter so far, it is evident
that leaders lack a clear understanding of basic ethical principles, considering the
global leadership scandals, failures and egoistic patterns in the private and public
spheres (Fincham & Rhodes, 2005). Gardner (1965) expressed the role of leaders as
follows:
Leaders have a significant role in creating the state of mind that is the society.
They can serve as symbols of the moral unity of the society. They can express the
values that hold the society together. Most important, they can conceive and
articulate goals that lift people out of their petty pre-occupations, carry them above
the conflicts that tear a society apart, and unite them in the pursuit of objectives
worthy of their best efforts.

2.4.1

Global Need for Ethical Leadership

Contemporary leadership scholars claim that “businesses don’t fail because of a bad
product or unqualified staff. They fail because of leadership” (Innoduel, 2017). The
need for a new breed of ethical leaders was motivated in Chapter 1 based on
arguments by various authoritative leadership scholars. Cann (2015) and Veldsman
et al. (2016: 391) maintained that there is a serious global leadership crisis.
Following the SA Constitutional Court’s ruling that President Zuma enriched himself
with public funds, various SA executive leaders voiced concerns about corruption in
government (Nicolaides, 2016). SA Chief Justice, Mogoeng Mogoeng, is one such
leader who has advocated the need for Ethical Leadership in SA (Nicolaides, 2016).
The need for Ethical Leadership is supported by contemporary empirical research as
conducted by Veldsman et al. (2016: 416) who advocated Virtuous Leadership.
Virtuous Leadership focuses "on the highest potentiality of human systems” within a
framework of ethical behaviour and “doing good" (Veldsman at al., 2016: 416). From
a pragmatic leadership perspective, it involves “distinguishing right from wrong, taking
steps to ensure justice and honesty, influencing and enabling the pursuit of righteous
and moral goals, and connecting to a higher purpose” (Veldsman, 2016: 416). The
63

variables of ethical conduct, emotional intelligence, values alignment and
accountability, identified for this study, are central pillars of Veldsman’s (2016: 416)
notion of Virtuous Leadership.
Kouzes and Posner (2007: 46) identified eighteen global leaders who greatly
influenced global leadership perspectives over time. The leaders included Abraham
Lincoln, Martin Luther King Jr., Winston Churchill and Archbishop Desmond Tutu. The
role of Tutu in challenging unethical leadership in SA has been discussed in Chapter
3. The empirical findings of Kouzes and Posner (2017: 46) on commonalities and traits
of Ethical Leadership include:
•

Strong convictions about laws and morals;

•

Steadfast dedication to crisp and clear values;

•

Enthusiasm for causes;

•

Willingness to stand up for beliefs.

2.4.2

Ethical Challenges of Leadership

Globally, the urgency for ethical governance and leadership has become evident in an
increasing number of various challenges and needs, such as the ethics of care. The
rapidly changing landscape of digital and technological advancement is affecting most
organisations and is referred to as the Fourth Industrial Revolution (4IR) (King IV,
2016).4IR leadership has new responsibilities to stay abreast and embrace the
opportunities in line with the notion of transforming challenges into opportunities
(Kouzes & Posner, 2007: 183).
The challenge for leadership is to take timely and pro-active steps to ensure that
emerging technologies are leveraged for expansion and growth. The challenge of
digitalisation, which includes robotics, artificial intelligence, nano-technology, 3D
printing, genetics and bio-technology, requires growth for successful implementation
to enhance, service, products and business models to gain competitive advantage
(King IV, 2016).
At the same time, leaders are challenged to ensure that digitalisation does not afford
unethical opportunities for corrupt employees, such as using 3D printing to
manufacture illegal, plastic weaponry. The greatest leadership challenge is to maintain
64

balance and well-being between digitalisation and employee job security (Charles,
2018). It has been forecasted that a great number of conventional jobs will be affected
by robotic and machine learning by 2020 (King IV, 2016). The Uber Taxi conflict
sparked by global, digital technology is an example where the traditional taxi industry
has resisted the “Uber invasion”. Violent attacks against Uber drivers occurred in
Kenya and South Africa during 2017 and 2018 (Charles, 2018, Business Tech, 2017)
Moellendorf and Widdows (2015: 54) argued that new leadership perspectives were
required to “rethink” and address new, global issues that include “relations of care” or
care ethics, human security, race, class and gender. One of the related, contemporary,
challenges to ethical leadership is the question of the mass migration of refugees that
requires global solutions, as discussed in Chapter 3 (Els, 2016; Kamau & Donoghue,
2015: 3).
The top 10 challenges facing executive leadership were identified in a study that
involved more than 1000, C-suite executives globally. The statistics are shown in
Figure 2.4 (Global Leadership Forecast, 2018).
Figure 2.4: Top 10 Challenges Facing Executive Leadership in 2018

Source: Global Leadership Forecast (2018).
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Political leadership in Sub-Saharan African faces various serious challenges to
stabilise the region (White & Kitimbo, 2016: 14). One of the key leadership challenges
is to integrate leadership processes to counter the lack of co-operation and coordination in order to revive the African Agenda. Continuous conflict threatens to
discourage assistance from developed countries as well as to limit opportunities to
influence world affairs as a powerful, unified region (Veldsman et al., 2016: 221). The
case studies involving the unethical leadership of the Democratic Republic of the
Congo (DRC) and Uganda (White & Kitimbo, 2016: 14) have been discussed in
Chapter 3.
The primary challenge faced by South Africa is a lack of sufficient ethical leaders
(Pretorius, 2013: 13). Other challenges that can erode moral, value-based and ethical
standards include (Pretorius, 2013):
•

Staying ahead amidst global business competition;

•

Convincing others to employ emotional intelligence in leadership, including “the
power of hope as key source of energy”. French General, Napoleon Bonaparte,
once said: "Leaders deal in hope”;

•

Managing stress as the world of business is “extremely tough and unforgiving”;

•

Maintaining quality relationships with financiers and suppliers;

•

Maintaining ethical business structures while creating sustainable demand for
one's products and services;

•

Retaining intellectual capital and institutional knowledge which is high in
demand;

•

Navigating an era of consumerism and informed clients;

•

Satisfying shareholders demanding best return on investments;

•

Over-dramatising the leadership challenges;

•

Surviving in a high-pressure environment with continuous crises;

•

Innovating with limited expertise in effective change management;

•

Recruiting the right people;

•

Achieving success on a sustainable basis;

•

Remaining positive amidst the “stark realities of acute poverty, high
unemployment, rampant crime and widespread corruption.
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Kouzes and Posner (2007: 183) warned that challenges are part of leadership and
that challenges “often find you”. The secret lies in how one responds to challenges
and to seek opportunities in challenges. Pretorius (2013: 48) also identified achieving
a balanced lifestyle as a major challenge at executive leadership level.
2.4.3

Normative Ethical Leadership

In the overwhelming volume of leadership theories, a gap exists between “should be”
and “as is” realities of leadership (Veldsman et al., 2016: 4). The former generally
represents an idealised and aspirational vision, while the latter confronts leaders with
stark realities based on continuous public scrutiny and “real-life encounters”
(Veldsman et al., 2016: 4). The “should be” category of leadership approaches is often
based on popular media and “self-help” leadership solutions that lack academic
recognition and are not based on empirical research (Kouzes & Posner, 2007; Peltier,
2010: 336).
In the following sections, normative approaches to leadership have been presented
based on elements of action science which involves a cumulative approach and
interpretation of “mainstream science (theory) and action (practice)” (Veldsman et al.,
2016: 61). Johnson (2012: 189) identified “normative leadership theories” as being
relevant because they guide leadership behaviour according to ethical norms and
moral principles that address leadership behaviour. Northouse (2010: XIII) placed
value on authentic leadership approaches underpinned by scientific, theoretical and
practical perspectives (Veldsman et al., 2016: 61). Action science has philosophical
foundations that aim to “produce knowledge that can inform action, with the intention
of changing the status quo”. Action science has historical roots as a “third scientific
tradition of critical social science” based on the “critical theory tradition” of the Institute
for Social Research, founded in 1923 at the University of Frankfurt.
A characteristic aspect, implemented in this research study, is that tacit guidelines
must be followed to identify reasons that drive and influence human behaviour
(Veldsman et al., 2016: 62). The normative approach has been followed primarily
because of the overwhelming academic appeal for a new breed of executive global
leaders by authoritative scholars of leadership as well as the global challenges and
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crises that face leaders (Cann, 2015, Veldsman et al., 2016: 221, Ostrand, 2015,
House et al., 2014: 43).
The leadership approaches discussed in the following sections include: Authentic
Leadership, Servant Leadership, Spiritual Intelligence Leadership, Ethical Leadership
and Integrative Leadership. The rationale for following the normative approach in this
study is based on the theoretical framework of ethical leadership (Marques, 2018: 45;
Robbins, Judge, Odendal & Roodt, 2016: 463; Tutu et al., 1998; Kouzes & Posner,
2007: 46; Johnson, 2012: 190) as well as its functionality in addressing key challenges
to gain competitive advantage (King IV, 2016; Veldsman et al., 2016: 296).
2.4.3.1

Authentic Leadership

Following a number of scandals about corrupt and unethical practices, including
Enron, Tyco and WorldCom, for example (Rowe & Guerrero, 2011: 286), the Authentic
Leadership Model is a relatively new, empirically-based, leadership approach
(Northouse, 2010: 205). Northouse (2010: 206) described Authentic Leadership as “a
pattern of leader behaviour that develops from and is grounded in the leader's positive
psychological qualities and strong ethics”. Avolio, Gardner and Walumbwa (2005)
defined authentic leaders “as leaders who know who they are and what they believe
in; who display transparency and consistency between their values, ethical reasoning
and actions; who focus on developing positive emotional states such as confidence,
optimism, hope, and resilience within themselves; and who are widely known and
respected for their integrity”.
The development of authentic leaders occurs over time and often is the result of a
major life event, tragedy or new opportunities, as opposed to a specific trait
(Northouse, 2010: 207). Authentic leadership results from a combination of ethical
skills including elements of emotional intelligence (self-awareness, self-motivation and
self-regulation) (Goleman, 1995; Goleman, 2006; Weisinger, 1998), transformational
and moral reasoning, and authenticity based on truth, honesty and integrity (McKenna,
2012; Bar et al., 2012; Northouse, 2010, Hetland et al., 2007). Figure 2.5 illustrates
the combination of attributes and the sequence in the development of Authentic
Leadership (Northouse, 2010).
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Figure 2.5: Attributes and Sequence in the Development of Authentic
Leadership

Source: Northouse (2010; 2017)
Given the challenges that threaten ethical leadership globally, Veldsman et al. (2016:
176) identified the ability to form authentic relationships as a key attribute in
maintaining long-term relationships to build social capital and goodwill. Spiritual
authenticity (Veldsman et al., 2016: 346) is another vital leadership attribute that is
linked to Spiritual Intelligence Leadership discussed below. Spiritual authenticity refers
to the personal leadership ability to remain constant amidst fast-moving and constant
change in order to instil trust and integrity (Veldsman et al., 2016: 346). Northouse
(2010: 34) identified a strong correlation between trust and authentic leadership.
Based on the challenges of globalisation, agile flexibility is a relatively new leadership
attribute that refers to leaders’ ability to embrace and respond to fast-changing
contexts rapidly (Veldsman et al., 2016: 346).
Northouse (2010: 223) argued that criticism of Authentic Leadership was based
primarily on its being a new and recent development as a leadership approach.
Academia also questioned the role of positive psychology as it was not clearly
explained. Uncertainty prevails regarding the empirical findings supporting Authentic
Leadership as a new development in organisations (Northouse, 2010: 223).
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However, given the explicit and widely accepted recognition of the positive impact of
authentic leaders such as Ghandi, Mother Teresa and Nelson Mandela (Pretorius,
2013; Stout-Rostron, 2014; Johnson, 2012: 193) their integral place in the fight against
corruption and unethical leadership practices is recognised in this study. The specific
impact of leaders considered to be authentic leaders has been discussed in Chapter
3. The attributes required for Integrative Leadership approaches are largely similar to
elements of Authentic Leadership. Luthans and Avolio (2003) summarised the
underlying attributes of Authentic Leadership, and their application in a Volatile,
Uncertain, Complex and Ambiguous (VUCA} environment (Veldsman et al., 2016:
283), by describing authentic leaders as “confident, hopeful, optimistic, resilient,
transparent, moral and ethical, future-oriented; and they give priority to developing
associates to become leaders”.
2.4.3.2

Servant Leadership

Kim, Kim and Choi (2014: 1155) argued that Servant Leadership has two aspects,
namely “servant” and “leader”, which are two, apparently contradictory, concepts. Kim
et al. (2014: 1155) defined Servant Leadership as an approach that focuses “on
voluntary work for others with altruistic ethics, elicits a potential from subordinates, and
forms teamwork and team spirit”.
Servant Leadership is a values-based and ethical leadership style where the leader
prioritises placing others’ interests and well-being above the “self” (Harkiolakis, 2016:
66; Peltier, 2010: 26). Greenleaf (1977) played a pivotal role in coining the term
“Servant Leadership” that encourages contemporary leaders to accept responsibilities
for the unprivileged and the inequalities of this world. Parolini (2005) identified
emotional competences, such as empathy, as being critical factors in the work
environment where input from others is valued. Veldsman et al. (2016: 179) also
advocated an “outside-in perspective leveraged from a steward/servant mindset and
attitude” to conquer the new globalised, virtualised and digitalised working
environment. The United Nations Economic Commission for Africa (2012: 33)
identified Integrative Leadership and morality as a key attribute in effective [ethical]
leadership. Effective, servant leadership requires a new level of attributes, often
ignored or neglected in traditional leadership approaches, including: foresight,
visionary leadership, above-average levels of empathy, active listening skills, a high
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degree of persuasion, and having a clear sense of direction within an ethical
framework (Harkiolakis, 2016: 66; Passmore, 2010: 10; Rowe & Guerrero, 2011: 76).
Brand Pretorius (2013: 172), successful South African entrepreneur and CEO of
McCarthy Motor Retail Group, described how his servant leadership thoughts were
inspired by the former CEO of the Herman Miller Group, who claimed the servant
leader’s priority is to “define reality. The last is to say thank you. In between, the leader
is a servant”.
Criticism of Servant Leadership is largely based on the core issue of altruism which is
counter-intuitive to traditional, power politics or authoritarian leadership approaches
(Harkiolakis, 2016: 66). However, the application of Servant Leadership is context (or
situation) appropriate in that some subordinates are not susceptible to assistance from
leaders. Kim et al. (2014: 1155) noted that Servant Leadership lacked scientific
substance as a fully-fledged leadership theory. However, Harkiolakis (2016: 66)
postulated that a “serving” orientation contributes to organisational success largely
because servant leaders empower others to achieve their full potential and thus
collectively accomplish mutual goals and missions. Robbins, Judge, Odendal and
Roodt (2016: 463) agreed with Harkiolakis (2016) and presented empirical findings
that indicated higher levels of trust, commitment, self-efficacy, perceptions of justice,
and more effective team dynamics that enhance group performance in organisations.
A national study involving 250 participants identified a positive relationship between
Servant Leadership and higher levels of creativity and organisational citizenship
behaviour (OCB) (Robbins et al., 2016: 464). In the context of this study, the primary
advantage of Servant Leadership is that it has strong, ethical precepts.
2.4.3.3

Spiritual Intelligence Leadership

A large number of organisations, such as Chick-Fil-A, SREI International Financial
Limited of India, Pizza Hut, Interstate Batteries, Tomasso Corporations of Canada,
Locke and Taco Bell, are applying spiritual lessons in management and leadership
strategies (Saylor, 2005; Mitroff & Denton, 1999).
Zohar and Marshall (2012) referred to Spiritual Intelligence as the skill to solve
problems based on values which place everyday living in the broader context of life:
“it lets us assess whether our course of action or… our life-path is more meaningful
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than other paths”. Gardner (1999) referred to Spiritual Intelligence as a three-fold
domain: Spiritual Intelligence is concerned with existential (cosmic) matters; it refers
furthermore to a state of being and, lastly, refers to the spiritual effect on others.
Spiritually intelligent leaders create opportunities for employees that affect thought,
actions and feelings at work or away from work as an attribute of the ethical leadership
style (including servant leadership) as illustrated in Figure 2.6
Figure 2.6: Spiritual Intelligence Leadership

Source: Adapted from Brief and Weis (2002)
Zohar (2005) referred to spiritual Intelligence as “an ability to access higher meanings,
values, abiding purposes, and unconscious aspects of the self and to embed these
meanings, values, and purposes in living a richer and more creative life.”
2.4.3.4

Emotional Intelligence Leadership

Emotional Intelligence is another attribute of ethical leaders and refers to “the
demonstration of self-efficacy in emotion-eliciting social transactions” (Saami, 1999).
Emotional Intelligence competences include: emotional literacy, self-regard, selfmanagement, self-motivation, change resilience, interpersonal relations and
integration of head and heart (Wolmarans & Martins, 2001).
Research conducted by scientists has identified relationships between brain functions
and emotionally intelligent behaviour (Davidson, Jackson & Kalin, 2000). The research
identified emotional behaviours, such as motivation, empathy and self-management
that are connected to the amygdala (the brain’s executive centre) via limbic pathways
(Goleman, 1995; Damasio, 1994). The important finding of research conducted on
Emotional Intelligence was the connection between emotional learning and the
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plasticity of the brain, which led to the discovery of neuro-science and biological
change in behaviour (Davidson et al., 2000).
Ethical leaders need to be aware of the neuro-anatomy of Emotional Intelligence
(plasticity of the brain’s functions), which leads to employee development for the
success of organisations (Els, 2016). Human development is part of an ethical leader’s
role as discussed later in this chapter. Emotionally intelligent leaders embrace the
outcomes of Emotional Intelligence as they decrease health-related issues and create
the sanctuary of being in touch with the deeper self, resulting in motivation, happiness
and work satisfaction (Hein, 1996; Bradberry & Greaves, 2009; Els, 2016).
Spiritual and Emotional Intelligence “guided men and women like Churchill, Gandhi,
Nelson Mandela, Martin Luther King Jr., and Mother Teresa. The secret of their
leadership was their ability “to inspire people; to give them a sense of something worth
struggling for” (Zohar, 2005).
The philosophy and theories of ethics, as discussed in Section 2.2, are summarised
in three broad categories of ethics: egoism referring to actions to enhance the self;
utilitarianism referring to the best solution to benefit a whole group; altruism referring
to the opposite of egoism and defined as virtue-based leadership (to promote others).
Figure 2.7 below illustrates Ethical Leadership and the importance of Spiritual and
Emotional Intelligence as leadership attributes.
Figure 2.7: Development of Spiritual and Emotional Intelligence

Source: Els (2016)
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Spiritual and Emotional Intelligence are key attributes of Ethical Leadership because
the concern is to become more aware of greed and other own-inflated motivations and
grow towards higher motivations leading to the development of others (corporate
social responsibility, leading by example, ethics of care, sense of belonging) (TanevaVeshoska & Drakulevski, 2014).
2.4.4

Ethical Leadership Approaches

Further to the discussions of ethical leadership and challenges facing leaders, there
are limited empirical findings relating specifically to the main ethical leadership
theories. In the context of leadership theories, ethical theories dating back to Plato
(427- 347 B.C.) and Aristotle (384-322 B.C.) are used as ethical frameworks when
evaluating leadership (Northouse, 2010: 379).
In terms of leadership approaches based on ethics there are two primary schools of
thought: theories regulating leaders’ conduct and, secondly, theories about leaders’
character (Northouse, 2010: 379). The domains of ethical theories relating to leaders
are illustrated in Table 2.4.
Table 2.4: Domains of Ethical Theories Relating to Leadership
Conduct
Consequences (teleological theories)

Character
Virtue-based theories

Ethical egoism
Utilitarianism
Duty (deontological theories)
Source: Northouse (2010: 379)
Ethical theories regulating the conduct of leaders are divided in two domains: theories
dealing with the consequences of conduct and, secondly, theories which regulate rules
and duties that govern actions of leaders (Northouse, 2010: 379). From a teleological
perspective, the question of what is wrong is evaluated by the outcomes or the leader’s
response. Leadership behaviour is thus determined as “good or bad” according to the
leader’s action (Northouse, 2010). The associated concepts and interplay between
ethical egoism, utilitarianism and altruism and virtue-based ethics have been
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discussed in Section 2.2, with the evolution and history of ethical theories, as well as
in Section 2.4.3.3 about Spiritual Intelligence Leadership (Northouse, 2010: 379).
Ethics theories converge on ethical leadership behaviour, evident in (Northouse,
2010):
•

leaders having an ethical responsibility towards followers as a result of the
power they assert over the lives of followers;

•

leaders having an ethical responsibility to treat followers with dignity and
respect;

•

leaders needing to be sensitive to interests, needs, and conscientious concerns
in building respect;

•

leaders promoting values have a significant impact on the values exhibited by
an organisation.

The relevance of ethical theories influencing leadership has been highlighted by
various, authoritative scholars of leadership such as:
•

Heifetz's perspective (Northouse, 2010) on Ethical Leadership: focused on how
leaders assist followers to manage conflict between personal values and
organisational values. Leaders provide a safe zone in which to deal with tough
and complex issues about values. Leaders assist by creating a safe zone
through nurturing, empathy and trust, which largely enhance decision-making,
acceptance of change and personal growth.

•

Burns’s perspective (Northouse, 2010) on Ethical Leadership: the moral
dimension of leadership is evident when leaders focus on needs, values and
morals especially during periods of transformation. The central pillar in
transformation is Ethical Leadership.

•

Greenleaf's perspective on Ethical Leadership (Northouse, 2010): focused
primarily on servant leadership. The core of Greenleaf’s perspective is leaderfollower relations based on “ethics of care”. The ethics of care component is a
highly significant leadership principle in organisational behaviour. The key
aspect is trust and relationship building to influence positive organisational
behaviour effectively.
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The key principles of Ethical Leadership based on the above perceptions are
illustrated in Figure 2.8.
Figure 2.8: Key Principles of Ethical Leadership

Source: Northouse (2010: 387)
Integrity and honesty are the cornerstones of authentic, ethical leadership (Johnson,
2012: 85). Globalisation and competitive advantage often erode integrity, especially
when organisations are in “survival mode”. The “true north” of ethical leadership values
is often exposed only during times of turbulence or extreme difficulty or managing a
crisis (Northouse, 2010: 213). The implication for ethical leaders in public office or
private sector means that they should comply with the following behaviour and guard
against the temptation to “melt down” during a crisis (Northouse, 2010: 392):
•

Do not promise what you cannot deliver;

•

Do not misrepresent;

•

Do not hide behind spin-doctored evasions;

•

Do not suppress obligations;

•

Do not evade accountability;

•

Do not conform to the “survival of the fittest” norm;

•

Do not shy away from respecting another's dignity and humanity.
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Criticism of Ethical Leadership is focused on the lack of strong empirical findings and
that only a few scholars, including Greenleaf and Burns, have carried out on-going
research (Northouse, 2010: 395). The application value over-rides the limited criticism
of applied ethical theories in leadership approaches. As with normative leadership
approaches discussed above, the spiralling increase in the occurrence of global and
regional cases of corrupt and unethical practices makes a strong case for the need for
ethical leaders to turn the tide (Sama & Shoaf, 2008: 39).
2.4.5

Integrative Leadership Model

The Integrative Leadership Model consolidates numerous, empirical leadership
theories and approaches to address global and organisational challenges on all levels
(Bunker et al., 2010). As an emerging leadership theory, Integrative Leadership
encompasses collective action towards common good (Cosby, 2008). Crosby and
Bryson (2010: 211) defined integrative leadership as “bringing together diverse groups
and organisations in semi-permanent ways – and typically across sector boundaries
– to remedy complex public problems and achieve the common good”. House et al.
(2014: 5) presented the GLOBE Integrative Leadership Model as a multi-dimensional
and

multi-disciplinary leadership

approach

“linking

culture, leadership

and

organisational effectiveness”. The GLOBE model (House et al., 2014: 5) integrated
leadership theories of authoritative scholars including implicit leadership theory (Lord
& Maher, 1991), value-belief theory of culture (Hofstede, 1980; Triandis, 1995), implicit
motivation theory (McClelland, 1985), and structural contingency theory of
organisational form and effectiveness (Donaldson, 1993; Hickson, Hinings, McMillan
& Schwitter, 1974). The GLOBE Integrative Leadership Model is used to guide ongoing leadership research globally (House et al., 2014: 5). Passmore (2010: 36)
summarised Integrative Leadership as a process aimed at “developing exceptional
performance through some process of engagement with others such that they,
individually or collectively, give their discretionary effort – often without seeing this as
additional effort”. According to Passmore (2010: 36), three elements associated with
effective leadership form part of Integrative Leadership as follows:
•

Focus on achieving higher performance;

•

Relationships with role-players;

•

Team engagement harnessing collective strengths to enhance effectiveness.
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Passmore’s (2010: 39) Integrative Leadership Model originated from 13 leadership
approaches including “contingency theory, behavioural theory, cognitive and social
psychology, the multi-level approach and neo-charismatic approaches”. AlbanMetcalfe and Alimo-Metcalfe (2010: 3) noted that Integrative Leadership is a
communal form of leadership where individual success is attained by working together
with others. The essence is shared responsibility towards a common goal. Senge
(1990) postulated that the primary role of Integrative Leadership was to ensure that
organisational learning for sustainable performance, organisational growth and the
maintenance of relationships were generated. Fernandez, Cho and Perry (2010: 310)
were in full support of the notion of shared leadership and emphasised “leadership as
a social process that is dynamic, collective, and multidirectional; and a focus on
relational interactions that promote mutual learning”. Suggestions to overcome
challenges to collective learning in organisations include: senior managers must be
responsible for transformation and innovation enhancement; executive leadership
must be enabled to participate in collective learning; all managers must be responsible
for continuous improvement; social networking should be encouraged to assist with
collective problem-solving, improved co-operation and trust amongst divisions and
effective conflict management strategies to enhance a learning culture (AlbanMetcalfe & Alimo-Metcalfe, 2010: 4).
Alban-Metcalfe and Alimo-Metcalfe (2010: 4) pointed out that Integrative Leadership
was a single leadership model that could assess leadership as a whole effectively as
opposed to evaluating individual leadership performance. Measurement tools include
the Board Leadership Quality 360 (BLQ360) and Partnership Working 360 (AlbanMetcalfe & Alimo-Metcalfe, 2010: 4). The BLQ360 is used to measure eight scales or
dimensions to assess integrative leadership quality. The eight dimensions are
reflected in Table 2.5 (Alban-Metcalfe & Alimo-Metcalfe 2010: 4)
Table 2.5: BLQ360 Measurement Dimensions of Integrative Leadership
Effective team engagement

Constructive challenge

Ensuring shared vision

Promoting quality and improvement

Connecting and influencing

Effective performance and risk-taking

Clarity and accountability

Personal qualities and values

Source: Alban-Metcalfe and Alimo-Metcalfe (2010: 4).
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The Partnership 360 assessment measures four additional dimensions, namely:
commitment to partnership, political skills, systems thinking and commissioning
(Alban-Metcalfe & Alimo-Metcalfe, 2010: 4). Leadership roles vary, such as political
roles by groups, departments or agencies of one central government or civic board
level roles by appointed or elected individuals or groups. Alban-Metcalfe and AlimoMetcalfe (2010: 6) distinguish between senior, middle and supervisory roles. Skills
according to roles and problem-solving vary according to responsibilities. Leadership
responses are influenced by contextual factors such as availability of resources and
assessment criteria. Other contextual factors include organisational culture, local or
national imperatives, and existing relationships. Constraints include top-down or
bottom-up leadership structures, power imbalances, structure, governance and lack
of collaboration (Alban-Metcalfe & Alimo-Metcalfe, 2010). Figure 2.9 depicts rolerelated competences, leadership styles and types of problems typically experienced
at political, civic/board or senior executive level.
Figure 2.9: Role-related Competences, Leadership Style and Types of
Problems

Source: Alban-Metcalfe and Alimo-Metcalfe (2010: 5)
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The types of problems are categorised as “wicked”, “tame” or “crisis” based on
Churchman’s level of analysis (1967, cited in Alban-Metcalfe & Alimo-Metcalfe, 2010:
7). Wicked problems are complex, often without solutions. Tame or technical problems
vary between complex and simple, and are solvable. Critical problems require urgent
solutions with limited scope for decision-making. Both integrative and transactional
leadership approaches are suitable for solving critical problems.
Fernandez et al. (2010: 310) agreed that the integrative leadership approach,
consisting of five primary leadership roles: “task-oriented leadership, relationsoriented leadership, change-oriented leadership, diversity-oriented leadership, and
integrity-oriented leadership” was of particular relevance to public leadership. In
pursuit of ethical leadership enhancement in the South African public sector, King
(2016: 11) proposed integrative thinking and integrative reporting. Integrating thinking
involves much more than eliminating leadership silos. Integrative thinking involves: the
realisation that the organisation is an integral part of society; sustainable development
of the organisation in economic, societal and environmental contexts; and a
stakeholder-inclusive approach. King (2016) further proposed integrative decisionmaking and prioritising value-creation through integrative thinking and reporting. The
public sector’s business model must also change constantly according to the external
environment and stakeholders’ interests.
After empirical research involving the US public sector, Gertha-Taylor (2008) found
that competences required by integrative leaders in the US public sector were “bigpicture thinking, coaching, mediation, negotiation, risk analysis, contract management,
strategic thinking, inter-personal communication and team building.” Integrative
Leadership methods were researched empirically in the United Kingdom (UK) and
United States of America (USA) showing a positive relationship between “engaging
with others” and “productivity”. The study highlighted the positive role of engaging
leadership which was defined as “leadership that has a powerful effect on motivation,
self-confidence, self-efficacy, or performance on others” (Alban-Metcalfe & AlimoMetcalfe, 2010: 8). Passmore (2010: 38) highlighted the value of the Integrative
Leadership Model for adapting a framework according to the organisational culture.
Understanding the organisational culture enables leaders to institute outcomes-based
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training and coaching. An essential element for coaching followers is to understand
the context of their role and responsibility in the organisation (Passmore, 2010: 38).
Of particular relevance to this study, were the factors associated with Integrative
Leadership including: Servant Leadership (Greenleaf, 1970), leadership as a shared
process (Senge, 1990), Authentic Leadership (Northouse, 2010: 205), ethical
principles (King IV, 2016), focus on transparency, accountability (King, 2016)
connectedness, empowerment, and humanity (Alimo-Metcalfe & Alban-Metcalfe,
2010).
Furthermore, the Alimo-Metcalfe and Alban-Metcalfe (2010) Integrative Leadership
Model was relevant to this study in terms of senior leadership involvement in
organisations. According to the model, senior leaders must be more actively involved
in strategic matters and less task oriented. Senior leaders must act decisively on poor
performance, conduct urgent clarification of expectations, share objectives, provide
feedback and demonstrate increased empathy. Leaders must also display
communication skills when confronting difficult people, act honestly and be straight
forward when conveying bad news. According to the model, senior leaders should
recognise and empower high performers (Alimo-Metcalfe & Alban-Metcalfe, 2010).
Alimo-Metcalfe and Alban-Metcalfe (2010: 11) argued that Integrative Leadership
implied a new paradigm of leadership where the goal was effective functioning of a
team, acting as a whole. The need for new paradigm leadership was supported by
various scholars throughout this study including Daft (2015) and Bunker et al. (2010).
2.4.6

Raising the Ethical Standards of Leadership

Systemic deception, widespread bribery, fraudulent accounts, corporate scandals and
endless global leadership failures indicate the need for raising the standard of ethics
in the global leadership community (Veldsman et al., 2016). Leading by example,
establishing an ethical climate and promoting collective responsibility are guidelines
for improving Ethical Leadership.
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2.4.6.1

Lead by Example

Leading by example is an effective mechanism for leaders to influence employees
positively. Recent research suggested that employees respond strongly to the
example set by leaders (Gächter & Renner 2003; 2007; Moxnes & van der Heijden,
2003; Güth, Levati & Sutter, 2007; Güth, Levati, Sutter, & Van der Heijden, 2007;
Potters, Serfton & Vesterlund, 2007).
An ethical leader has a dual role; the first is to be a moral person who represents
honesty, trust, and integrity, and cares about taking the right and appropriate actions;
the second role is to prioritise the interests of employees and the organisation through
ethical decision-making (Veldsman et al., 2016). Effective and active transformational
leadership behaviour is supported by substantial evidence that leaders influence
employees’ well-being and work outcomes. Promoting ethical leadership behaviour is
beneficial for both the employees and the organisation (Bass, 1996, 1997; Yukl,
1999; Bass, Avolio, Jung & Berson, 2003; Skogstad, Einarsen, Torsheim, Aasland &
Hetland, 2007).
Zenger (2016) referred to the consequences of bad leadership and the contagion of
employees which has a negative impact on the organisational culture. Leaders who
do not lead by example create confusion, low morality, erosion of ethical values, such
as integrity and professionalism, and low employee engagement and satisfaction
(Future of CIO, 2017). Mihelic, Lipicnik and Tekavcic (2010) argued that “ethics has a
lot if not everything to do with leadership. And managers’ behaviour (the leader) is
disseminated throughout the corporation and their behaviour standards are the crucial
part of corporate climate and, when stabilised, culture.” Leaders set the ethical
example within organisations (Mihelic et al., 2010).
2.4.6.2

Establish an Ethical Climate

According to Fulmer (2005), ethical awareness is a significant factor because of
extremely low public trust in corporate governance. Johnson (2012) referred to the
dark side of organisations and reported 15 000 incidents of violence at work; assaults
and suicide account for 13% of all deaths on the job; 55% of females reported being
targets of harassment in the US. Leaders are responsible for the ethical climate and
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for establishing moral development throughout the organisation by enforcing the
following (Johnson, 2012):
•

Implement zero-tolerance policies: Zero-tolerance policies refer to codes of
conduct which are clear, direct and straightforward, which protect the human
rights of all employees and which lead to action against those breaking the
rules.

•

Obey guidelines: Leaders ought to obey the code of conduct and lead by
example.

•

Monitor for violations: Ethical leaders monitor and evaluate employees to
eliminate a “kissing up and kicking down” culture which refers to destructive
behaviour in the absence of the leader. Appropriate channels safeguard
employees such as: human relations, an open-door policy and a reporting
culture.

•

Move quickly in cases where standards are violated: Unethical behaviour
perpetuates in cases where leaders fail to act on reported wrong doing.

•

Address anticipated unethical behaviour: Leaders ought to be aware of the
organisational climate by monitoring destructive employees.

2.4.6.3

Promote Collective Responsibility

In a survey about ethical leadership, conducted by the Canadian University Dubai
(2016), only 37% of participants believed that “being ethical” is a collective
responsibility. It is assumed that all employees understand the concept of collective
responsibility as expected by leadership. Collective responsibility refers to a group
setting, and a group is a product of individuals working towards a certain task (Ataya,
2016). However, scholars argued that not all people are comfortable with collective
responsibilities because of their individualised mindset, vague expectations or
collective blameworthiness if an individual behaves unethically (Ataya, 2016).
Lewis (1948) argued that values belong to individuals and therefore discarded the
notion of collective responsibility (Ataya, 2016). Sverdlik (1987) argued that “it would
be unfair, whether we are considering a result produced by more than one person’s
action or by a single person, to blame a person for a result that he or she did not intend
to produce.”
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Defenders of collective responsibility use strategy to emphasise the great potential of
collective responsibility. Collective responsibility is promoted when leaders are able to
apply the same stringent expectations of the individual to the group. Furthermore,
forward-looking, collective responsibility can be implemented. Forward-looking,
collective responsibility is future-based and refers to remedying outcomes and
preventing unethical behaviour (Cooper, 1968). Collective responsibility is a
fundamental convention of the British Constitution whereby the government is
collectively responsible for actions, decisions and policies (Everett, 2016). Despite
academic critics, the British Constitution is based on three fundamental requirements
of collective responsibility: it promotes confidence in the leadership; it unites all
members; it entails confidentiality and prevents fragmentation (Everett, 2016).
Johnson (2012) argued that the collective group is more productive than individuals
because of a willingness to persist in difficult tasks; to engage in critical thinking; to
generate more creative ideas and solutions; and to foster group learning and ethical
accountability. However, social psychologist, Irving Janis (Johnson, 2012), referred to
groupthink as a negative term which refers to unanimous agreement of a group ahead
of reason and problem-solving, which could lead to ineffective and unethical decisionmaking. Examples of groupthink are the attack on Pearl Harbour, the invasion of North
Korea and the escalation of the Vietnam War (Johnson, 2012). In each of these
incidents, great political or military leaders made highly questionable decisions. Overconfidence, closed-mindedness and group pressure leads to groupthink. The opposite
of groupthink is teamthink. Teamthink is a fundamental requirement of collective
responsibility and seeks to develop mental imagery, dialogue, emotional intelligence,
critical listening, productive conflict, engaging in effective argument, raising ethical
issues and realistic thinking (Johnson, 2012).
2.4.7

Ethical Decision-Making Model

Questionable motivation often leads to poor leadership decisions that affect
organisations negatively (Johnson, 2012). The Ethics and Compliance Initiative (2018)
recommended that leaders use the PLUS ethics decision-making model as follows:
•

Step 1: Identify the problem;

•

Step 2: Gather relevant information;
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•

Step 3: Identify alternatives;

•

Step 4: Be decisive;

•

Step 5: Implement;

•

Step 6: Evaluate.

After completing the six steps, the ethical filters represented by the acronym PLUS,
are used to evaluate the outcome (Ethics and Compliance Initiative, 2018):
•

Policies: Determine whether the decision is in line with organisational policies.

•

Legal: Determine whether the decision is legal and according to regulations.

•

Universal: Determine whether the decision is based on the universal principles
of the organisation.

•

Self: Determine whether the decision is right or wrong based on a personal
moral compass.

Schwartz (2017: 5) suggested that employees face moral issues, ethical temptations
and the opportunity to behave unethically every day. Responses to a national survey
by US workers showed that 40% of the participants were involved in unethical
behaviour or misconduct including: abusive behaviour (18%), lying to employees
(17%), personal interest over the organisation’s interest (12%), abuse of internet policy
(12%), discriminating against employees (12%), lying to the customers (10%),
retaliation against employees who reported unethical behaviour (10%), falsifying time
cards (10%), stealing from the organisation (9%) (Van Vuuren, 2016: 472).
Organisations have the responsibility to help employees make responsible, effective
and ethical decisions. Fiduciary relationships are maintained by formal duties required
by organisational structure and loyalty. The formal duties are upheld by clients’ or
stakeholders’ trust in the organisation. Ethical decision-making is a top priority for
organisations that are accountable to others (Butts, 2015). Every employee should ask
the basic questions illustrated in Figure 2.10 below in the case of challenging ethical
situations.
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Figure 2.10: Decision-making Strategy

Source: Van Vuuren (2016)
2.4.8

Ethical Decisions: The Brain, Conformance and Information

The human brain is divided into two systems that shape decision-making. Tversky and
Kahneman (1974) identified Econs (System 1) and Humans (System 2). Econs refers
to rational behaviour and logic. Humans, System 2, refers to intuition and automatic
reaction which are not always logical.
The brain stores new experiences as one unit by adding all the separate steps of the
experience into an entire chain of mental or physical links (Betsch & Haberstroh,
2005). System 2 refers to this impulsive and intuitive system. A single cue can activate
the brain to set an entire chain of experience in motion. Behaviour is therefore
patterned on previous experiences or decisions (Anderson, Bothell, Byrne & Lebiere,
2004; Loukopoulos, Dismukes & Lebiere, 2009).
To over-ride System 2, conscious control is required when a decision is critical, novel
or dangerous. Research suggests that repetitive routine can be changed when new
information is gathered. The new information compensates for the repetitive routine
which influences decision-making (Betsch & Haberstroh, 2005). Key elements in
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decision-making, supported by empirical research (Sunstein, 2011), of which leaders
should be aware are:
•

Conformance: Individuals are inclined to conform to the beliefs or attitudes of
those around them even though it might lead to facts being violated or ignored.
Samuelson and Zeckhauser (1988) argue that people tend not to disagree with
the status quo. Sunstein (2011) argues that explicit and clear information can
break the cycle of conformance, which leads to effective decision-making.
Ethical leaders should create ethical climates in organisations where the status
quo is deliberately questioned by providing sufficient and relevant information
as opposed to misleading information.

•

Information: Presenting or framing information positively affects behaviour.
Salient and vivid information is more effective than abstract and statistical
information. Harel and Segal (1999) postulate that individuals are reluctant to
process ambiguous information, which could to lead to lack of interest
influencing important decisions. Leaders should increase information about risk
areas in order to influence the perceived availability of individuals.

Ethical leaders should be attentive to how employees make decisions. To reduce the
potential of unethical behaviour, ethical leaders should create decision-making
policies based on relevant and clear information, which leads individuals to challenge
the status quo in order to protect themselves and the organisation. Wall (2012) upheld
the ability of leaders to share and communicate openly with employees or
stakeholders.
2.4.9

Taking Charge of Ethical Crises

“The key difference between a crisis-prone organisation and one which is prepared, is
the emotional, intellectual, political, and ethical courage and strength of its top
executives” (Pauchant & Mitroff, 1992).
A crisis refers to an unanticipated event that poses a significant threat. It is difficult to
prepare for crises for which there are no formulas or “know hows” and they affect the
immediate group of stakeholders, employees, clients, or suppliers (Johnson, 2012).
Crisis situations lead to stress, poorly-planned decisions, the perceived notion of
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dysfunctional, unsupportive systems and the “hijacking” of the brain (De Beer,
Scherrer & Rothmann, 2016). Stress interferes with the cognitive abilities of the brain
that influence decision-making, ethical reasoning and creative problem-solving
(Johnson, 2012).
Crisis events occur as a result of natural causes or deliberate actions to disrupt or
destroy systems, including intentionally negative public perception, natural disasters,
terrorist attacks, economic failures or the regulatory environment (Mitroff, 2005;
Seeger; Sellnow & Ulmer, 2003). Leaders should be aware of existing or new
organisations that are small, agile and smart, such as Uber or Airbnb, that have
potential to disrupt established business practices (Harkiolakis, 2016). A crisis passes
through three stages: pre-crisis, crisis and post-crisis as discussed below (Johnson,
2012):
•

Stage 1: Pre-crisis
Pre-crisis refers to judgement errors or over-confident mentalities during the
period of normalcy before the crisis. Ethical leaders should assist employees to
detect potential risks and develop strategies for managing a crisis (Johnson,
2012). Fink (2002) referred to prodromes (Greek for “running before”) to
describe and identify warning signs or risks preceding the crisis. Crisis
management teams should focus on a variety of strategies:
-

Environmental scans: outward and inward looking for potential risks in the
environment, media and public;

-

Identifying weaknesses;

-

Establishing a crisis management plan for when disaster strikes;

-

Establishing a reputation based on integrity and ethical thinking;

“Crisis-ready organisations” are likely to experience less damage in cases of a
crisis (Johnson, 2012).

•

Stage 2: Crisis
The crisis event is described as the “trigger” of the situation that leads to
emotions of disbelief, anger, fear and surprise (Ligon, 2000). Ethical leaders
play a pivotal role in the event of a crisis. Ethical leaders recognise a crisis has
occurred and inform and persuade others of the current situation. During crisis

88

situations roles are communicated clearly and a crisis management plan is
implemented. The redeployment of staff, communication systems or resources
should be aligned with the specific crisis (Ligon, 2000). In crisis situations,
ethical leaders adapt to prevent the situation from worsening (Johnson, 2012).
Leadership requirements in this stage include: empathy, genuineness and
acceptance, with a positive outlook (Cormier & Cormier, 1991).
•

Stage 3: Post-crisis
In the final stage, ethical leaders should review, investigate or analyse the
reasons why the crisis occurred and who was accountable (Buchanan-Smith &
Scriven, 2011). In this stage, ethical leaders should convince the public of the
organisation’s legitimacy by pleading guilty or denying accusations, if
appropriate. Furthermore, the ethical leader guides all employees through three
stages: retrospective sense-making, reconsidering structure, and vicarious
learning. The post-crisis stage concludes with the ethical leader attempting to
provide targeted support of healing for employees. Healing starts with
understanding what caused the crisis and replacing feelings of stress, distrust
and anxiety with optimism and confidence. Ethical leaders reform legal
regulations, rebuild trade policies and strengthen financial institutions (United
Nations, 2010). Ethical leaders honour crisis heroes to foster a sense of
renewal which looks to the future for new opportunities (Johnson, 2012).

Ethical leaders create “crisis-ready organisations” by applying a rapid procedure to
assess the crisis (Ayse, 2017). The ABC triage system can be used to assess the
functioning of clients or stakeholders in three areas: Affective state – assessing
feelings and emotions; Behavioural state – introducing positive action plans to prevent
clients from panicking which worsens or delays actions; Cognitive state – asking
important and relevant questions appropriate to the crisis for rational thought (Meyer,
Williams, Ottens & Schmidt, 1991). The rapid and adequate response of ethical
leaders in “the next seconds and minutes” (Aguilera, 1997) is the most vital component
for successful intervention (Hersh, 1985).
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2.4.10 Components of Ethical Leadership
Rest and Narvaez (1991; Rest, 1986) developed a model of moral behaviour.
Beginning with the end in mind – moral action – Rest and Narvaez (1991) determined
the steps to produce the behaviour. Rest et al., (1991) found that ethical action is a
consequence of four psychological steps: moral sensitivity, moral judgement, moral
focus and moral character.
2.4.10.1

Moral Sensitivity

Recognition of an ethical issue is the first step with which to start the decision-making
process. According to Rest et al. (1991), the recognition of the problem requires
consideration of the consequences of the ethical decision for others. Empathy and
perspective are essential traits of moral action. Ethical leaders need to understand
how others might feel as a result of decisions made by leadership, as in the case of
Ford Motor Company deliberately choosing not to fix a defect in one of its petrol tanks
that placed human lives at risk or Wal-Mart having a slow reaction to concerns of
employees (Scharding, 2018). Ethical sensitivity can be enhanced by implementing
the following: active listening; imagining other perspectives; refusing excuses for
misbehaviour; accepting personal responsibility or practising humility and openness
(Johnson, 2012).
2.4.10.2

Moral Judgement

Ethical leaders make judgements about what is right or wrong once an ethical dilemma
is recognised. Extensive research has been conducted about moral judgement (Colby,
Kohlberg, Speicher, Hewer, Candee, Gibbs & Power, 1987). The prominent research
psychologist, Lawrence Kohlberg (discussed further in Chapter 3), argued that
individuals progress through a series of moral stages, each one more advanced than
the previous. Kohlberg identified three stages of moral development, each divided into
two levels (Narvaez, 1998; Rest, 1994).
Stage 1: Pre-convention thinking refers to the most primitive stage where the focus is
on consequences. This form of reasoning is evident in children obeying their parents
in order to avoid punishment or gain interest. The next level of pre-convention thinking
is the need to get a fair deal (you help me, I help you). Stage 2: Conventional thinking
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refers to being interested in guidance when deciding to act, at one level, in order to
live up to expectations of those who are respected or, at the next level, looking to the
broader community for solutions. Stage 3: Post-conceptual thinking is the most
advanced stage of ethical thinking. Post-conceptual thinkers, at one level, hold
utilitarian principles in high regard and are concerned with the well-being of the group
as a whole. At the second level of post-conceptual thinking, people operate according
to principles such as equality, justice and human dignity. Kohlberg argues that a mere
20% of adults in America will reach Stage 5 and a very small number of people will
reach Stage 6 (Kohlberg, Levine & Hewer, 1983; Kohlberg, 1984).
Critics of Kohlberg’s Model of Morality argue that the post-conventional stage is based
on Rawl’s Justice-as-Fairness Theory which led to making deontological ethics
superior to other ethical theories. Critics concluded that Kohlberg’s model should
rather to be applied in social sciences than in ethical decision making (Locke, 2006).
Rest et al. (1991), being students of Kohlberg, created a staircase of developmental
schemes to defend Kohlberg’s model. Schemes refer to networks of knowledge which
are organised around life events. The network of knowledge leads to sophisticated
moral schemes being applied in new situations (Rest, Narvaez, Bebeau & Thoma,
1999).
The least sophisticated scheme of the neo-Kohlbergian approach is based on personal
interest: people are interested in what they might gain in an ethical dilemma. The next
level refers to the norms scheme where thinkers believe in a moral obligation to
maintain societal order by obeying laws, meeting regulations, and respecting
hierarchal roles. The post-conventional scheme is not limited to one ethical approach
but encompasses many philosophical traditions. Post-conventional leaders are known
for shared ideals, moral obligation, the interests of others and are open to scrutiny,
which is represented by the emotional intelligence variable of this study (Rest,
Narvaez, Bebeau & Thoma, 2000).
Rest (1989) developed the Defining Issues Test (DIT) to measure moral development
among leaders. Leaders were asked to respond to six ethical dilemmas. Extensive
research indicated that moral development increased with age and education
(Johnson, 2012). Once education stopped, moral development stopped as well. Moral
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development refers to cultural intelligence and being emotionally intelligent. Moral
development of leaders should be developed by: awareness of context and
background, developing moral reasoning through education; seeing the broader
perspective; and producing superior solutions in order to determine the best course of
action (Johnson, 2012).
2.4.10.3

Moral Focus

Ethical leaders should focus morally on decisions made and follow through with
motivation. According to psychological reports, self-interest and hypocrisy undermine
moral motivation in cases where integrity is subjected to the effect of the personal
costs of decisions being made (Johnson, 2012). Ethical behaviour increases when
employees are rewarded but the opposite occurs when no rewards are offered. To
increase moral focus in organisations, leaders should create organisations which
celebrate and reward ethical behaviour (Johnson, 2012).
2.4.10.4

Moral Character

Ancient philosophers, Plato and Aristotle, referred to virtue ethics when “good people
[with high moral character] make good moral choices” (Johnson, 2015). In order to
make good moral choices, leaders need to overcome the threshold of pain, for growth
is not easily achieved. Chand (2015), author of Leadership Pain, argued that “there is
no growth without change, no change without loss, no loss without pain. If you are not
hurting, you are not leading”.
Leaders are instilled with leadership qualities, and a fundamental leadership
requirement is moral character or courage to follow through with the decision being
made. “Ethical leaders recognise that moral action is risky but continue to model
ethical behaviour despite the danger” (Johnson, 2012). Ethical leaders choose to do
the right thing instead of what is comfortable. The moral character of a leader is based
on responsibility, serving with courage, challenging the status quo and enforcing
change for the better (Chaleff, 2003).
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2.4.11 Human Development as a Core Function of Ethical Leadership
In this section, the goal was not to present an in-depth analysis of human development
but to continue to build a theoretical framework to enhance the perceived success of
ethical governance with ethical leadership as the intervening variable. It is important
that ethical leaders have a clear understanding of the challenges in order to make a
meaningful contribution to human development (King IV, 2016). In this section a
concise overview has been discussed in terms of:
•

The global perspective of the United Nations on progress in Human
Development as reported in 2016;

•

The goals documented in the Post-2015 United Nations Human Development
(UNHD) Report that were relevant to this study;

•

South Africa’s performance in terms of the United Nations Development
Programme (UNDP).

In the second part of this section, a selected number of options to enhance human
development in the workplace and in public office have been considered. The aim was
to challenge and empower ethical leaders to enhance ethical leadership, to promote
ethical governance, to implement strategies to empower human talent, and to reach
out to others beyond their scope of business (Kouzes & Posner, 2007; Daft, 2008).
2.4.11.1

Defining Human Development in the Context of Ethical Leadership

The first UNHD Report (Alkire, 2010) in 1990 was focused on “a process of enlarging
people’s choices”. The report mentioned “to lead a long and healthy life, to be
educated and to enjoy a decent standard of living”. Additional choices included political
freedom, guaranteed human rights and self-respect. The report also mentioned that a
“special effort is needed to create positive states of affairs that endure across time at
an individual, group and national level” (Alkire, 2010). The first report included the
following elements (Alkire, 2010):
•

Human development attempts to build sustainable outcomes consistently;

•

Those creating new policies ought to prevent suffering and upsetting situations;

•

Processes which capture people from breaking the cycles of injustice, poverty
and oppression ought to be understood.
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Nearly 26 years after the first Human Development Report identified sustainability as
a threat, King (2016) cautioned that the primary threat to global human development
was sustainability. The UNHD Report in 2009 stated “Human Development aims to
expand people’s freedoms, the worthwhile capabilities people value and to empower
people to engage actively in development processes, on a shared planet. And it seeks
to do so in ways that appropriately advance equity, efficiency, sustainability and other
key principles” (Alkire, 2010). The United Nations Development Programme 2015
(UNDP, 2015: 2) defined human development as “a process of enlarging people’s
choices, as they acquire more capabilities and enjoy more opportunities to use those
capabilities”.
2.4.11.2

The United Nations Scope of Global Human Development

An analysis of various UNHD Reports (Van der Heijden & Bouyé, 2015) indicates that
the Post-2015 UNDP Report was highly relevant to this study. The report addressed
the “2030 Agenda for Global Action” highlighting nine objectives and seventeen
Sustainable Development Goals (SDGs). The relevance of the report for this study
was not so much the seventeen SDGs but the fact that the majority of global leaders
adopted the report and collectively committed to prioritise human development
towards 2030. Goal 17 stipulates: “strengthen the means of implementation and
revitalize the Global Partnership for Sustainable Development”. The reference to
leadership partnership indicated an integrative leadership approach as discussed in
this chapter (Alimo-Metcalfe & Alban-Metcalfe, 2010). The commitment of global
leaders to the 2030 plan correlated with a number of independent variables used in
this study, including: human development, emotional intelligence, values alignment,
accountability, strategic planning and especially ethical leadership and the perceived
success of ethical governance.
The United Nations Human Development Report in 2016 (UNHD, 2016b) addressed
past, present and future global challenges and remedies. The UNHD 2016 Report
(UNHD, 2016b) acknowledged a high level of progress over the previous 25 years but
also identified imbalances and decline in various countries. The imbalances included
women and men affected in terms of socio-economics, ethnic and racial tensions and
urban and rural areas. The report noted that millions of people have been deprived of
human development. The positive aspects of the UNDP Report of 2016 (UNHD,
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2016a) were the proposed reform strategies directed at global challenges. Two
experimental initiatives instituted were a life-course on the gender gap, and
sustainable development. The key indicators directing human development in the
UNDP 2016 Report (UNHD, 2016a) were categorised as illustrated in Table 2.6.
Table 2.6: Sections Portraying Indicators in the UNHD 2016 Report
Human Development Index (HDI)

Multi-dimensional Poverty Index (MPI)

Gender Development Index (GDI)

Gender Inequality Index (GII)

Inequality-adjusted Human Development Index (IHDI)
Source: UNDP (2016a)
2.4.11.3

Human Development in Sub-Saharan Africa

Overall, seventeen African countries have attained medium or high, Human
Development Index values. Five countries are located in each of Southern and North
Africa. Four countries are in Central Africa, two in West Africa and one in East Africa
(UNDP, 2016c). The African countries with the highest scores were Algeria, Libya,
Mauritius, Seychelles and Tunisia. A total of 36 African countries out of 44 countries
globally were rated as having a low Human Development Index (UNDP, 2016c). Two
negative trends, including a slow growth path since 2010 and gender inequalities
remain in nearly all African countries. Violence against women prevails especially in
times of war and conflict. Violent acts include “domestic violence, intimate partner
violence, rape, genital mutilation, intimidation and threats to personal security” (UNDP,
2016c).
2.4.11.4

Human Development in South Africa

The Human Development Index (HDI) was used to measure three relevant dimensions
of human development based on the following criteria (UNDP, 2016a):
•

A long and healthy life: “Life expectancy at birth”.

•

Knowledge level: “Knowledge level is measured by mean years of education
among the adult population, which is the average number of years of education
received in a life-time by people aged 25 years and older; and access to
learning and knowledge by expected years of schooling for children of school-
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entry age, which is the total number of years of schooling a child of school-entry
age can expect to receive if prevailing patterns of age-specific enrolment rates
stay the same throughout the child's life”.
•

Decent standard of living: The “Gross National Income (GNI) per capita
expressed in constant 2011 international dollars converted using purchasing
power parity (PPP) conversion rates was calculated to measure the standard
of living (UNDP, 2016a).”

The UNDP (2016a) rated SA’s HDI at 0.666 during 2015, ranking SA 119 out of 188
countries based on the measurement results. The 0.666 score is labelled as a
“medium human development” category. A breakdown of SA’s HDI trends for the
period 1990 to 2015 is shown in Table 2.7.
Table 2.7: South Africa's HDI Trends Based on Consistent Time Series Data

Year

Life
expectancy
at birth

Expected
years of
schooling

Mean
years of
schooling

GNI per
capita
(2011
PPP$)

HDI value

1990

62.1

11.4

6.5

9.987

0.621

1995

61.4

13.0

8.2

9.566

0.653

2000

559.

13.0

8.8

9.719

0.629

2005

51.6

12.9

8.9

10.953

0.609

2010

54.5

12.8

9.6

11.838

0.638

2011

55.5

12.8

9.7

11.978

0.644

2012

56.3

12.8

9.9

12.037

0.652

2013

56.9

13.0

10.1

12.126

0.660

2014

57.4

13.0

10.3

12.113

0.665

2015

57.7

13.0

10.3

12.087

0.666

Source: UNHD (2016a)
From the HDI statistics in Table 2.7, it is evident that South Africa’s HDI value
increased by 7.3%, from 0.621 in 1990 to 0.666 in 2015. The decrease of life
expectancy by 4.4 years over the period is a concern relating to the following
independent variables used in this study: risk management (a need for preventative
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measures), strategic planning (to prevent untimely deaths), emotional intelligence
(bereavement counselling and ethical leaders showing empathy). The increase in
mean school years of 3.8 years and in expected years of schooling of 1.6 years is
relevant in terms of independent variables: regulatory environment (education policy)
stakeholders’ interests (constituency governance) and human development. The
independent variable, human development, is related to the GNI per capita increase
of 21%. Also, statistics are vitally important in terms of strategic planning.
The statistics above have been presented as a general indicator that SA’s ethical
leaders need to plan and institute strategies to improve human development, ethical
leadership and, in particular, the perceived success of ethical governance (Madonsela,
2016). A deeper analysis is required to understand the complex challenges facing SA
(Innoduel, 2017) such as school corruption and leadership failures discussed in
Chapter 3 (Corruption Watch, 2016: 19).
To clarify South Africa’s HDI performance in relation to other countries, Figure 2.11
below shows a comparative analysis of trends between SA, Gabon and Mauritius for
the period 1990 to 2015 (UNDP, 2016a).
Figure 2.11: Comparative Analysis of HDI Trends for SA, Gabon and Mauritius

Source: UNHD (2016a)
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From the HDI trends between 1990 and 2015 shown in Figure 2.11, taking into account
that SA’s first democratic election and transfer to democracy occurred during 1994,
South Africa has under-performed and remained below the average score of Gabon
and Mauritius (UNDP, 2016a). SA’s continuous HDI under-performance since 1994
and increased decline in government service delivery has been a source of major
concern (Veldsman et al., 2016). The case study about the poor and unethical
leadership of the South African Police Service (Da Costa, 2018; Madonsela, 2016),
discussed in Chapter 3, should be borne in mind when interpreting SA’s HDI statistics.
The outcome of the HDI measurement (UNDP, 2016a) was relevant to this study
because of the correlation with the independent, intervening and dependent variables.
Further contextual relevance links ethical leadership with the indicator, Knowledge
Level, in terms of empowerment, training and higher education (King IV, 2016; AlimoMetcalfe & Alban-Metcalfe, 2010).
2.4.11.5

Promoting Human Development through Training in Ethics

Commitment to, and compliance with, training in ethics is an essential attribute of an
ethical leader’s role in promoting human development. Recurring incidents of unethical
behaviour in organisations (Barselaar, 2017) indicate the urgent need for measures to
raise ethical awareness among employees in order to protect their interests and those
of the organisation (KPMG, 2016). Training is therefore an integral part of effective
leadership to promote a culture of ethics.
Furthermore, the increase of corruption in the private and public sector in South Africa
is a testimony to the urgent demand for training (Business Anti-corruption portal,
2018). Unethical behaviour, including corruption, leads to long-term negative
outcomes for organisations in terms of: decline in sales and public trust, fines and fees,
increasing capital costs, stakeholder deterioration and network partner loss. As in the
case of the bankruptcy of Enron in December 2002 (Segal, 2018), unethical behaviour
could cause an organisation to close down, leaving thousands of people without work
and leading to a further decline in human development (Lussier & Hendon, 2017).
Unethical behaviour has the secondary effect of promoting a culture of unethical
behaviour, leading to lower performance, tension in employees’ relationships and a
climate of distrust (Zeiger, 2018). Finally, unethical behaviour has a contagious effect
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on others, as discussed further in Chapter 3. Doping in the Tour de France, for
example, was strictly forbidden as a norm (Lumpkin, 2017; Schneider, 2001). The
open secret gradually became the norm where cyclists involved in doping won the
prize money. Non-doping cyclists engaged in doping practices and it led to the
standard for performance. The contagious effect led to the unravelling of unethical
behaviour in cycling and doping (Johnson, 2012). Ethics training assists employees to
identify and deal with ethical challenges influencing moral choices (Sacconi, De Colle
and Baldin, 2002). Furthermore, it leads to the understanding, sharing and applying of
values stated in the code of conduct, which creates organisational synergy between
employees (De Colle & Gonella, 2008). “When business leaders invest in a wellimplemented ethics program and take steps to build a strong ethics culture in their
organisations, the payoff is substantial.” (Brown, 2018) Ethics training is depicted in
Figure 2.12 as a holistic approach to create ethical cultures within organisations.
Figure 2.12: Promoting Human Development through Training in Ethics

Source: KPMG (2016)
Training in ethics creates moral legitimacy for decision-making which leads to
agreement or compliance with the organisational values. Employees are in the position
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to understand, internalise and contribute to the ethical vision of the organisation by
consciously orienting their own decisions, which creates a sense of belonging
(Barselaar, 2017). Training in ethics enhances human development as it invests in
human capital and creates ethical cultures within organisations through the collective
understanding of “the way we do things around here, even when no one is watching”
(King IV, 2016). The value of continuous professional development (CPD) is indicated
by global organisations awarding annual credits in order to maintain professional
status and renewal of licences. Probeta and Masthead are examples of credits linked
to compulsory training of financial officers (Probeta, 2017; Masthead, 2018; Rowe &
Guerrero, 2011). Leadership development, at its best, is human development. It is not
possible to be a world-class leader without first being a world-class person, and it is
not possible to be a world-class person without being authentic (Rowe & Guerrero,
2011). This is why authenticity is the most advanced form of Emotional Intelligence.
Therefore, organisations need to assess the adequacy of their ethics management
structures and processes regularly, in order to improve their ethics management. “By
providing employees with adequate training and resources on ethical standards,
organisations create a work environment where employees are able to acknowledge
and deal with ethical dilemmas in the correct manner” (Barselaar, 2017).
2.4.11.6

Corporate Social Responsibility

The severity of global poverty is highlighted in the Human Development Report (2016)
statement that “even with all the impressive progress in reducing poverty over the past
25 years, 766 million people, 385 million of them children, lived on less than $1.90 a
day in 2013” (Human Development Report, 2016).
The World Business Council of Sustainable Development (WBCSD, 1999), a union of
120 international organisations called for “business to assume wider responsibilities in
the social arena”. There are three types of Corporate Social Responsibility (CSR)
(Lantos, 2008).
•

Ethical Corporate Social Responsibility: Ethical CSR refers to the required
obligations beyond economic and legal duties; responsible action to avoid
harm.
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•

Altruistic Corporate Social Responsibility: Altruistic CSR refers to the common
good of an organisation to benefit stakeholders or the public but not always to
the organisation.

•

Strategic Corporate Social Responsibility: Strategic CSR refers to strategies to
accomplish organisational goals but combines “philanthropy with profit motives”
as it might benefit the organisation in the long-term as a sustainable enterprise.

The King IV Report (2016) promoted the notion of corporate citizenship which involves
the assurance that the goals of an organisation are kept in balance with those of
society. An organisation is accountable for its economic, social and environmental
impact within communities. The Johannesburg Stock Exchange launched the JSE
Socially Responsible Investment (SRI) in 2004 as a guide for investors to identify
organisations which are incorporating sustainable practices (Wiese, 2017).
Globally, CSR organisations advertise their involvement in the communities in which
they operate. The Reputation Institute and the RepTrak 100 (2017) analyse
organisations with the strongest reputations for CSR. The CSR Top 10 (2017)
companies included: Rolex; The LEGO Group; The Walt Disney Company; Canon;
Google; Bosch; Sony; Intel; Rolls-Royce; and Adidas (Vase, 2017; Reputation
Institute, 2017).
Prominent CSR organisations in South Africa are Implats, Sun International, Pioneer
Foods and Exxaro. Nedbank invests R105 million per annum in education, skills,
health, job creation, sport development, child welfare and protection, and the
environment (Wiese, 2017). CSR promotes the quality of life within society
(Moellendorf & Widdows, 2015).
It is evident that South African organisations participate in Corporate Social Investment
(CSI) rather than CSR. CSI is not necessarily acknowledged as improving the
sustainable reputation of an organisation, although it builds goodwill (Visser &
Tolhurst, 2017).
Ethical leaders embrace Spiritual and Emotional Intelligence as they enhance an
altruistic approach towards others (as discussed in Section 2.2). Ethical leaders
understand the complex fabric of poverty, hunger or challenges within communities
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and, therefore, understand the urgent call to invest in human development. The outline
of the Corporate Social Responsibility of BMW China (2016) is illustrated In Figure
2.13.
Figure 2.13: BMW China Corporate Social Responsibility

Source: BMW Brilliance Sustainability Report (2016)
It is evident that BMW (2016) CSR is a well-researched strategy which leads to social,
safety and sustainable mobility as part of BMW’s ethical footprint. The drivers of
human development as stipulated by the Human Development Report (2016) are
maintained by ethical leaders in organisations. “Human development requires
recognising that every life is equally valuable and that human development for
everyone must start with those farthest behind” (Human Development Report, 2016).
2.4.12 Ethics and Culture: Primary Dimensions of Leading Diversity
Empirical research findings emphasise the importance of leaders adapting to
globalisation and engaging with new cultures (Chrobot-Mason, Ruderman, Weber,
Ohlott & Dalton, 2007; Fisher-Yoshida & Geller, 2008). The dimensions of leading in
culturally diverse contexts are discussed in the following sections.
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2.4.12.1

Cultural Intelligence

Cultural Intelligence refers to the skill to adjust to other cultural settings (Ng, Van Dyne
& Ang, 2009). Leaders’ effectiveness differs depending on the context or culture in
which they are leading (House et al., 2004). Dickson, Hartog and Mitchelson (2003)
argue that different cultural surroundings entail different leadership approaches.
Extensive research conducted on cultural diversity and leadership found that Cultural
Intelligence refers to attributes of leadership that enable leaders to lead people from
different cultural backgrounds effectively (Hofstede, 1980; 2001; Trompenaars &
Hampden-Turner, 1993).
Cultural Intelligence is an important factor of leadership potential as it is associated
with performance, ethical decision-making, interaction, cultural adaption, trust and
leadership effectiveness (Kim & Van Dyne, 2011; Şahin & Gürbüz, 2012; Rockstuhl,
Seiler, Van Dyne & Annen, 2011). Approaches for analysing variations among cultures
were researched by Hofstede (1993; 1981) who surveyed 116 000 International
Business Machines (IBM) employees from 40 countries about work-related values.
Hofstede (1993; 1981) found that leaders and employees differ on five value
dimensions depending on national culture, as illustrated in Table 2.8 below.
Table 2.8: Hofstede's National Cultural Dimensions
Value dimension

Description

Power distance

The degree of inequality among people in a country
which is seen as normal.

Individualism

The degree to which people in a country prefer to act as
individuals rather than as members of a group.

Masculinity

The degree to which values that are usually associated
with men, such as assertiveness, performance, success,
and competition, prevail over “tender” values such as
quality of life, relationships, service and care.

Uncertainty avoidance

The degree to which people in a country prefer structured
situations, such as clear rules, over unstructured ones.

Long-term orientation

The presence of values oriented towards the future, such
as saving or thrift and persistence.

Source: Adapted from Hofstede (1993)
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In academic discussions, critics of Hofstede’s (1993) research have referred to bias in
the questionnaires because terminology or word choices differ depending on the
context (Sheldrake, 2003). Furthermore, a level of cultural homogeneity in a national
culture was assumed that is absent from sub-cultures. Technical difficulties were found
in the terms “Power-Distance” and “Masculinity” having similar connotations, which
could have led to confusion in interpretation (Mead, 2005). Nevertheless, Hofstede’s
ground-breaking research led to various insights into cross-cultural thinking within the
business sphere (Cohn, 2015).
2.4.12.2

Overcoming Cultural Differences

Thomas and Inkson (2003) referred to the three approaches in attempts to overcome
cultural differences: expecting others to adapt; understanding cultural differences; and
becoming culturally intelligent.
•

Expecting others to adapt: The convergence theory refers to the expectation
that minority groups or cultures should adapt to the common norm or the “be
like me” factor. Ethical leaders should break the cycle of the convergence
theory which leads to the creation of exclusive structures that affect ethical
teams negatively (Thomas & Inkson, 2003).

•

Understanding cultural differences: Leaders are misled by the assumption
that “reading-up” will lead to the understanding of a culture. Leaders resort to
creating a list of the core principles of a foreign culture in an attempt to interact
positively with the culture. The process is time consuming, leads to stereotypes
and is an irrational attempt to list all the principles of the culture involved.
Relationship-based principles ought to be developed by leaders in order to
understand the deep nature of a foreign culture (Thomas & Inkson, 2003).

•

Becoming culturally intelligent: Westernised influence affected South African
organisations in such a way that led to the notion that all cultures should adapt
to Western ways of thinking. In a diverse country where “time is money” a
concept such as “Africa time” seems to be illogical in the South African business
sphere. Therefore, Cultural Intelligence enables ethical leaders to integrate
information to ensure a holistic approach for inter-cultural integration as
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depicted in Figure 2.14. (Thomas & Inkson, 2003; Gardenswartz, Rowe, Digh
& Bennet, 2003).
Figure 2.14: Holistic Approach to Cultural Intelligence

Source: Adapted from Gardenswartz et al., 2003
The ethno-centric stages refer to individuals who are not prepared to recognise cultural
differences by unconsciously depicting the majority’s culture as the norm to which the
minority group should adapt. The ethno-relative stages refer to the successful blending
of cultures (Gardenswartz et al., 2003). Johnson (2012) argued that the fostering of
diversity is an ethical imperative of ethical leaders. Ethical leaders should commit to
human dignity, moral inclusiveness and mindfulness. Ethical decision-making in crosscultural contexts is subject to local and global principles aligned with universal moral
standards by means of the Integrative Social Contracts Theory (ISCT). The ISCT is
based on “guidelines for balancing respect for ethical diversity with adherence to
universal ethical standards” (Johnson, 2012).
2.4.12.3

The Importance of Emotional Intelligence in Managing Cultural
Diversity

Emotional Intelligence is an important attribute for successful leadership, as discussed
in Section 2.2 (Els, 2016). Emotional Intelligence is based on a psychological concept
that emphasises the emotions as intellectual functions by recognising non-cognitive
features related to human behaviour (Gabel, Dolan & Cerdin, 2005). Emotional
Intelligence refers to self-awareness, social-awareness, self-regulation and social
skills (Diggins, 2004). Furthermore, Emotional Intelligence can play a significant role
in adapting to cross-cultural contexts based on the following competences (Bar-On,
2002):
•

Intra-personal skills: emotional independence, assertiveness;

•

Inter-personal skills: social responsibility, empathy, social relations;

•

Agility: flexibility, creative problem resolution, no illusions from reality;

•

Stress control: tolerate stress and keep personal states under control;

•

General state of mind: happiness and optimism.
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Emotional Intelligence is an attribute of ethical leaders responsible for enhancing
Cultural Intelligence within organisations in order to encourage understanding of
others in an appropriate manner (Diggins, 2004).
2.4.12.4

Embracing Diversity as an Ethical Leadership Imperative

Loden and Rosner (1991) defined diversity as the characteristics which distinguish
one group from another. The definition of diversity has three dimensions: the primary
dimension refers to fundamentals; the secondary dimension refers to self-definition;
the tertiary dimension refers to deeper elements as illustrated in Table 2.9.
Table 2.9: Dimensions of Diversity
Primary dimension

Secondary dimension

Tertiary dimension

Nationality
Culture

Beliefs

Race

Sexual Orientation

Values

Age

Thinking style

Group norms

Disability

Family status

Feelings

Gender

Lifestyle

Attitudes

Ethniticity

Political orientation

Perceptions

Work experience

Assumptions

Language
Source: Rijamampianina and Carmichael (2005)
Ethical leaders aim to establish diverse organisations as they lead to higher quality
leadership, faster growth, and more agility, and are more likely to take risks and
embrace failure in an attempt to develop innovative approaches (Global leadership
forecast, 2018). Organisations that disregard diversity are often characterised by
fragmentation, resistance to change and slow growth (Veldsman et al., 2016: 305).
2.4.12.5

Religious Tolerance

According to Religious Tolerance (2017) leaders and members of religious institutions
often “incite aggression, fanaticism, hate and xenophobia” fuelling and encouraging
violent conflict. Religious leaders often misuse their authority to exploit their following
for “power-political goals, including war” (Religious Tolerance, 2017).
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Inclusive leadership is an effective approach for ethical leaders to ensure
inclusiveness of diversity (Bradberry & Greaves, 2009). Mezirow (2003) argued that
leaders should pause, reflect and challenge the habits of the mind and action by
“challenging what we know, but know we know what we know”. Challenging own
thinking and reflecting opens new doors of thinking and being.
Challenging old schools of thought by embracing diverse structures is a multi-cultural
leadership attribute of ethical leaders. Ethical leaders “not accompanied by tolerant
attitude(s), seems insincere or at least unjustified” (Baehr, Hoof, Nanlai & Zhenghua
1996; Bunker et al., 2010). The declaration of global ethics was signed by 143 leaders
from the world’s major faiths in order to bring peace among believers and nonbelievers in order to embrace diversity (Kung, 2004). Relevant extracts from the initial
declaration have been cited below as evidence of a global ethic which emphasises
practices of religious tolerance within organisations (Kung, 1992).
We take individual responsibility for all we do. All our decisions, actions, and
failures to act have consequences. We must treat others as we wish others to treat
us. We make a commitment to respect life and dignity, individuality and diversity,
so that every person is treated humanely, without exception. We pledge to
increase our awareness by disciplining our minds, by meditation, by prayer, or by
positive thinking. Therefore, we commit ourselves to this global ethic, to
understanding one another, and to socially beneficial, peace-fostering, and naturefriendly ways of life. We invite all people, whether religious or not, to do the same.

The principles of the GLOBE ethics (Küng, 1992) are stipulated below:
•

No better global order without a global ethic;

•

Every human being must be treated humanely;

•

Towards principles of peace and respect;

•

Towards principles of camaraderie and a fair economic order;

•

Towards principles of open-mindedness;

•

Towards principles of equality;

•

A transformation of consciousness.

2.4.12.6

The Millennial Generation

The Millennial Generation was born between 1980 and 2001 and makes up 36% of
the existing workforce. The ratio has been forecasted to increase to 46% in 2020 and
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75% by 2030 (Warnell, 2015; Thorpe, 2013). The Millennial Generation has been
challenging the status quo by reshaping the US Government workplace. The
generation shift is disrupting long-standing practices (Weinbaum, Girben &
Oberholtzer, 2016). Alarming and increasingly negative perceptions of the Millennial
Generation inflamed the social sphere when Time Magazine’s front cover featured:
“The Me Me Me generation: Millennials are lazy, entitled narcissists who still live with
their parents” including a picture of a teenager posing for a “selfie” (Stein, 2013). The
New York Post (Oleksinki, 2016) further characterised Millennials in the following
statement:
When you meet them, they’re never quite as witty, attractive or entrepreneurial as
they seem on Facebook. They’re fiction authors, spinning elaborate yarns about
their fabulous lives: “The Great Cathy” or “Asher in the Rye”.

Ethical leaders should channel negative, Millennial challenges to build more vibrant,
stronger and forward-looking organisations based on values. The Millennial
Generation will be the largest workforce in history (Warnell, 2015). Millennials tend to
work for organisations whose values are aligned with social engagement,
sustainability and ethical practices. Research has indicated that Millennials have
limited trust in institutions (Deloitte, 2018). Global leadership should educate and
manage Millennials as they hold mentorship in very high regard. Millennials have been
characterised as follows (Warnell, 2015):
•

Proclivity to multi-task;

•

Teamwork capacities;

•

Preference for training and mentorship that reflects sustained and personal
attention;

•

Desire for meaningful work;

•

Technologically fluent;

•

High awareness of social and environmental issues.

The Millennial Generation, including the post-millennial, Generation Z (born between
2005 and 2025) are uncomfortable about the future. The future of the internet, block
chain development, artificial intelligence and 3D printing (4IR technologies) cause
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discomfort and uncertainty for the Millennial Generation. Political upheavals and world
orders are deteriorating (Burstein, 2013).
According to studies by Deloitte (2016; 2018), 36% of Millennials were in need of a
long-term strategic plan which assists Millennial employees with inter-personal skills
(soft skills); 26% of the respondents did not get the support needed to develop skills
in areas of confidence, motivation, critical thinking, innovation and ethics; 61% of
Millennials had formal mentors providing good advice. Extensive research indicated
that Millennials and Generation Z “yearn for leaders whose decisions might benefit the
world – and their careers”. Recent research indicated a dramatic decline in “feelings
about organisations”.
Ethics is an essential topic of the Millennial Generation (King IV, 2016). Millennials are
of the opinion that business leaders do not demonstrate the values communicated by
organisations. Michael Judin (2018), a member of the King Committee referred to the
King IV Report at Mazars in Johannesburg in February 2018 as follows:
The coming of age of Millennials and Generation Z together with the rise of social
media, have changed the global corporate environment. Businesses vehemently
protect their image by ensuring they adhere to strict ethical standards. When they
are seen as having acted in an unethical manner, or have associated themselves
with individuals or entities that are perceived to be unethical, more often than not,
Millennials and Generation Z will demonstrate their disapproval.

Croce and Plowman (2017) assumed that it was clear that the Millennial Generation
tends to engage with organisations (as clients and employees) which are socially
responsible and follow firm authentic leadership practices as stipulated in King IV,
2016.
There is a strong demand from Millennials to be mentored in ethical leadership and
confidence (Deloitte, 2018). Millennials believe that organisations have a larger impact
on society than religious or political leaders (Deloitte, 2018). Ethical leaders can
enhance organisational success by implementing the recommendations for Millennials
as provided by HR and Millennials (2016):
•

Make available a flexible work atmosphere;

•

Promote skills development;
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•

Implement mentoring programmes;

•

Assure competitive salary rates;

•

Assure that technology is part of the workplace;

•

Implement reverse mentoring;

•

Provide generational training for other employees.

Despite negative opinions about the Millennial Generation, ethical leaders should
engage with Millennials in order to mentor, guide and learn from them as the Millennial
Generation will be the largest generation in the workplace.
2.4.12.7

Women in Leadership

Although women in leadership positions are a minority, according to the Global
Leadership Forecast (2018), the global sphere is ready for women leaders to “effect
significant, increased economic and financial impact in the next decade”. Based on
data reported by 2400 organisations globally, less than one third (29%) of all
leadership roles show women in leadership (Global Leadership Forecast, 2018).
Figure 2.15 depicts key observations indicating an increased pipeline of women for
leadership levels.
Figure 2.15: Women in Leadership Levels

Source: Global Leadership Forecast (2018)
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The Global Leadership Forecast (2018) indicated that gender-diverse organisations
were able to integrate diverse perspectives into products, business and people.
Organisations with a balanced gender-diversity score were more likely to create new
solutions and opportunities than low gender-based organisations. Leaders from
gender-diverse organisations were 1.5 times more likely to work across boundaries
outside the organisation (Global Leadership Forecast, 2018). Leadership skills were
shown to be stronger in gender-diverse organisations, which led to higher quality
development planning, personal development and regular conversations. Figure 2.16
illustrates the growth of a gender-balanced organisation (Global Leadership Forecast,
2018; Denmark & Paludi, 2018).
Figure 2.16: The Positive Impact of Gender Diversity

Source: Global Leadership Forecast (2018)
In summary, insights into new human capital show that it benefits ethical leaders to
create organisations that are religiously tolerant, embrace the Millennial Generation
and empower women leaders to improve organisational success. Cultural Intelligence
refers to “shared motives, values, beliefs, identities and interpretations of meanings of
significant events that result from a common experience of members of collectives that
are transmitted across generations” (House et al., 2014).
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Ethical Leadership “invokes values, such as authenticity, autonomy, integrity and
respect for human rights which emphasises ‘tolerance’ as ‘interpersonal recognition
and acceptance’” (Kraft & Basinger, 2008). Ethical leaders use Emotional and Spiritual
Intelligence attributes to create successful organisations and to enhance personal
development of others.
Empirical evidence shows that gender-based leadership is linked with a commitment
to ethical values. The willingness of men to engage in unethical behaviour is twice as
likely compared with women (Kracher, Chatterjee & Lundquist, 2002; Betz, O’ Connel
and Shephard, 1989; Peterson, 2002). Prior research proved that women tend “to hold
a stricter stand on maintaining ethical consideration than men, proving the urgent need
for women in ethical leadership roles (Ruegger & King, 1992; Longenecker, McKinney
& Moore, 1989; Weeks, Moore, McKinney & Longenecker, 1999).
2.5

SUMMARY

The evolution and history of ethical theories were explored in Chapter 2. The
background of various leadership theories and styles was introduced and discussed
in order to understand current leadership approaches. The role, function, approaches
and impact of ethical leadership were discussed together with the global need for, and
challenges of, ethical leadership. Emotional intelligence and spiritual intelligence
approaches were shown to be an integral part of raising the ethical standards of
leadership. Human development, corporate social responsibility, cultural intelligence,
the Millennial Generation and women in leadership were seen to play an important
role in ethical leadership. The understanding gained from the literature reviewed in
Chapter 2 provided the basis on which to propose a leadership development model to
enhance the perceived success of ethical governance. Building on Chapter 2, the
manifestations and consequences of unethical leadership are examined in Chapter 3,
which concludes with possible solutions to enhance ethical governance.
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CHAPTER THREE
MANIFESTATIONS AND CONSEQUENCES OF UNETHICAL LEADERSHIP AND
SOLUTIONS TOWARDS ETHICAL GOVERNANCE
“We are discussing no small matter, but how we ought to live”
Socrates in Plato’s Republic

3.1

INTRODUCTION

The previous chapter contained an outline of the various theories and styles of ethics
and leadership that gives a rich background to the need for ethical leadership in public
and private enterprises. This chapter contains a literature study on the manifestations
and consequences of unethical leadership practices globally, in Africa and South
Africa. The focus of this chapter is on the deeper understanding of unethical behaviour,
the slippery slope of failed global leaders, and profiling unethical leadership. Chapter
3 concludes with the necessity of ethical governance and a discussion of various
concepts and governance codes as possible solutions to poor governance.
3.2

A GLOBAL CRISIS OF UNETHICAL LEADERSHIP

From the United States of America’s White House (BBC News, 2018; PashaRobinson, 2017) to the Vatican in Vatican City (Posner, 2015), from Kampala to Zaire
(Tangri and Mwenda, 2013)

to the Union Buildings, Seat of SA Government in

Pretoria, South Africa (Madonsela, 2016), destructive, toxic, contaminating, unethical
leadership, fuelling the global leadership crisis, is evident. Many factors contribute to
unethical leadership practices inspired by corruption at the highest level that lacks
governance and moral compass (Campos & Pradhan, 2007). Continuous exposés,
prosecutions, arrests of heads of states and other executive leaders portray the depth
of destructive, unethical leadership. In some instances, the consequences are
irreparable, such as the alleged rape by a South African president of an unwitting and
trusting constituent (Gules, 2018; UNDP, 2016c; Buncombe, 2015; Hunter & Shoba,
2016: 1; BBC News, 2018). The further consequence is that the inadequate rolemodelling by executive leaders paves the way for the youth to adapt to the high life of
luxury and comfort accumulated by illegal, unethical leadership. Although the core
reason for unethical behaviour might be self-enrichment, the breach of trust in
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leadership to act and lead in an ethical manner has a far-reaching effect (Nicolaides,
2016; Gergen, 2015).
The erosion of trust and hope is one of the most devastating consequences of corrupt
leadership practices and lack of ethical governance (Gergen, 2015). The collapse of
trust and respect has a more devastating psychological effect when executive leaders
such as heads of state or supreme leadership of a church are involved (Campos &
Pradhan, 2007). Various executive leaders allow or institute unethical leadership
under the guise of “the greater good of humanity” or when “majority interest outweighs
ethical leadership behaviour” (Hauss, 2010). Examples of the latter include the
previous South African Government which instituted various acts of violence, including
murder, as reported by the Truth and Reconciliation Commission during the 1990s
(Simon, 2016). Tangri and Mwenda (2013: 47) identified corruption in government
decision-making as an “essential strategy” to maintain political power. Political
assassinations are a modern-day phenomenon where competition for political power
results in the elimination of opposition by means of murder and unethical behaviour
such as intimidation using the fear factor as identified in Chapter 1 (Hauss, 2010: 60;
Ramsbotham, Woodhouse & Miall, 2011: 172; Faull, 2008). More recent examples
include accusations of unethical military involvement with over-crowded vessels
transporting refugees on the open seas (Kreickenbaum, 2013).
3.3

CORE CONCEPTS ASSOCIATED WITH UNETHICAL LEADERSHIP

Unethical leadership and the lack of governance have various manifestations, causes
and consequences (Campos & Pradhan, 2007). In order to understand the
complexities and multi-facetted links between unethical leadership and the
devastation caused to human development and the environment, core concepts have
been discussed in the following section. Veldsman et al. (2016: 745) provided a broad
outline of various elements of unethical leadership, which can be compared to a
spider’s web of deceit, in the following statement:
...the weakening power of commonly accepted ethical values and norms; the
fanatical worshipping of unfettered individualism and egocentricity to the detriment
of the common good; unrealistic stakeholder expectations; the rampant growth in
personal self-interest and self-love; and more toxic susceptible followers who are
allowing toxic leadership to be in place to serve their personal needs and interests,
however unethical and immoral.
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Definitions from literature, theories and empirical findings have been connected in a
broad framework with underlying threads, which are often invisible and unknown, to
explain unethical leadership practices globally, on the African continent, and in South
Africa.
3.3.1

Unethical Leadership: Toxic Leadership

Unethical leadership is often driven by self-interest and personal gain “where individual
greed is placed above other concerns, irrespective of the consequences, and the
precedent to make profits, which leads a business to engage in unethical practices to
protect profits and beat its competitors” (Co, Groenewald, Mitchell, Nayayer, Van Zyl,
Visser, Train & Emanuel, 2006). Toxic leadership entails an autocratic leadership style
characterised by mistrust and over-emphasis on control and self-interest often
because of a lack of self-confidence. Followers are rewarded for agreeing with the
leader and punished for “thinking differently” (Stout-Rostron, 2014: 30).
3.3.2

Narcissistic Leadership

A narcissistic leader has “a grandiose sense of self-importance, pre-occupation with
fantasies of unlimited success and power, excessive need for admiration, lack of
empathy, envy, inferiority, and hyper-sensitivity” (Stout-Rostron, 2014: 30).
Destructive narcissistic leadership occurs when behaviour is “driven by unyielding
arrogance, self-absorption, and a personal egotistical need for power and admiration”
(Stout-Rostron, 2014: 30).
3.3.3

Corruption

Corruption is derived from the Latin, corruptus, meaning “to break”. Corruption refers
to the destructive effect on the fabric of society by “agents or public officers that break
the confidence entrusted in them”. The Oxford English Dictionary defines corruption
as the “perversion or destruction of integrity in the discharge of public duties for favour;
the use or existence of corrupt practice in a state, public corporation” (Nicholls, Daniel,
Bacarese & Hatchard, 2011: 1). Campos and Pradhan (2007: 9) defined corruption as
“the use of public office for private gain”. Grand corruption is defined in cases “where
massive personal wealth is acquired from States by senior public officials using corrupt

115

means” (Nicholls et al., 2011: 2). Campos and Pradhan (2007: 9) classified three
additional types of corruption as: state capture, patronage and nepotism.
3.3.3.1

State Capture

According to Campos and Pradhan (2007: 3, 9) state capture equates to grand or
political corruption and refers to “actions of individuals, groups, or firms both in the
public and private sectors to influence the formation of laws, regulations, decrees, and
other government policies to their own advantage”.
The term “legal corruption” refers to a sub-type of state capture that involves
“manipulation of formal legal processes to produce laws that benefit private interest at
huge expense to the general public”. Kleptocracy and cronyism are variants of state
capture and legal corruption, where political leaders use State resources “to enrich
themselves and friends through legal and illegal ways (Campos & Pradhan (2007: 9).
The State Capture Report discussed in this study was officiated in terms of Section
182(1)(b) of the Constitution of the Republic of South Africa, 1996, and Section 3(1)
of the Executive Members Ethics Act and Section 8(1) of the Public Protector Act,
1994 (Madonsela, 2016: 4).
3.3.3.2

Patronage and Nepotism

Patronage and nepotism are closely related and involve “favoritism shown to narrowly
targeted interests by those in power in return for political support” (Campos & Pradhan
(2007: 3). In 2016, the Guptas provided “patronage machinery” that former President
Zuma used to contest for dominance in the ANC. The Gupta involvement led to state
capture which decayed South African political power (The Conversation, 2016).
3.3.4

Money Laundering

Money laundering is explained as the transformation of illicit proceeds so they can be
used as if they had been legitimately acquired and includes (Campos & Pradhan,
2007: 392):
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•

The conversion or transfer of property, knowing that such property derives from
some form of unlawful activity, for the purpose of concealing or disguising the
illicit origin of the property;

•

The concealment or disguise of the true nature, source, location, disposition,
movement, or ownership of, or rights to property, knowing that such property
derives from some form of unlawful activity.

3.3.5

General, Corrupt Activities Associated with Unethical Behaviour

According to Campos and Pradhan (2007: 163) bribery refers to “an illicit payment to
a government official for any type of favour.” A kickback generally refers to a “payment
made by a successful bidder to a third party as a result of an arrangement made prior
to bidding” (Campos & Pradhan, 2007: 163). Bid rigging implies “actions that influence
a bid price in a non-competitive way to achieve a pre-arranged objective” (Campos &
Pradhan, 2007: 163).
Fraud refers to “illicit documentary practices to subvert qualification requirements,
such as commercial registration or financial capacity, or to cover up poor performance
and corrupt practices, such as billing for work never performed, failing to meet contract
specifications and inflated billing for goods and services” (Campos & Pradhan, 2007:
163). In the South African context, a “tenderpreneur” is “a person in government who
abuses their political power and influence to secure government tenders and
contracts” (English Oxford Dictionary, 2018).
3.3.6

The Origin of, and Psychological Reasons for, Unethical Behaviour

In the following section the origin of unethical behaviour has been discussed as well
as the psychological reasons for unethical behaviour by individuals in leadership roles.
In this section, an attempt has been made to understand why ethical people and
leaders behave unethically.
3.3.6.1

Kohlberg’s Six Stages of Moral Development

Ethical leaders ought to be morally intelligent (Lennick & Kiel, 2007), make ethical
decisions (Hosmer, 2011) and ensure that their behaviour is consistent (Schein, 2010).
Earning trust from employees, clients and stakeholders is an essential requirement for
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organisations in the global economy (Pfeffer, 1998; Christensen, 2011, Cameron,
2011). Psychologist and educator, Lawrence Kohlberg (1981), developed the sixstage model of moral development on which decisions and moral choices are based.
Jackson, Wood and Zboja (2013) agreed that Kohlberg’s model is useful for
understanding the ethical criteria that motivate ethical or unethical conduct.
The issue of individual moral development in the broader context of Cultural
Intelligence is significant for this study because of the vast pool of the diverse South
African population from which leadership is drawn. The complexity of the South African
population stems from the many cultures, customs and beliefs, highlighted by the fact
that SA has eleven official languages (Census, 2011: 24). Based on the empirical work
of Kohlberg (1969), the three levels of moral development are: pre-conventional
morality, conventional morality and post-conventional morality (Gray, Waytz et al.,
2012). The six stages of moral development are illustrated in Table 3.1.
Table 3.1: Kohlberg's Six Stages of Moral Development

Source: Adapted from the Psychology Notes Headquarter (2016)
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Individuals in the pre-moral stage regard morality as self-gratification and self-interest
in an effort to avoid punishment. Drive or purpose is out of fear rather than goal
orientation – “do what is right to serve their own needs and interests” (Baucus & BeckDudley, 2005: 357). People in the conventional stage regard morality as a web of
relationships (Kohlberg, 1981) and individuals use “an external frame of reference but
in doing so on a more cognitively complex level” (Jackson et al., 2013: 235). Individuals
comply and honour regulations as mandated by community in order to be accepted.
On the principled level, individuals regard laws as flexible and reason that justice and
dignity must always prevail. These individuals believe that moral choice follows
universal principles. According to Kohlberg (1981) people rarely advance beyond the
second level of moral development.
By contrast, Erickson’s Theory (illustrated in Figure 3.2) of Psycho-Social
Development superceded Kohlberg’s Moral Development Theory and is important in
understanding and analysing ethical leadership holistically (Gross & Humphreys,
1992). Interpreting Erickson’s theory enables scholars to categorise leadership in
terms of age groups in the pursuit of understanding unethical leadership behaviour.
According to Erickson’s theory, individuals aged up to 65 years develop psycho-social
crises related to “generativity versus stagnation”, while individuals older than 65 years
develop issues related to “ego integrity versus despair” (McLeod: 2013). This critical
understanding might contribute to explaining why various African heads of states cling
to autocratic leadership practices which are often based on unethical principles.
Goebel (2013) refers to the lack of ability to learn and apply experience in new
situations. De Meuse, Dai and Hallenbeck (2010) contend that leaders should have
the mindset to adapt and be agile in a complex and rapidly changing world. A prime
example related to age and unethical leadership was seen in the Zimbabwean
leadership crisis during 2017. In this case, predictably, stagnation and the inability to
learn and lead were at the core of the crisis (Amukobole, 2012).
Former President Robert Mugabe ruled Zimbabwe till the age of 93 (Chilkowore,
2017). Leadership and governance within Zimbabwe had collapsed and the
deterioration of the economy continued. The state was remoulded under the
leadership of President Mugabe and citizens were deprived of opportunities for
happiness for years. Mugabe created a Hybrid Political Dynasty where accountability
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and transparency no longer featured in the unethical governance crisis (The
Zimbabwean, 2017).
The leadership of Zimbabwe exercised illegal mechanisms for decades, the most
recent of which involved former President Mugabe’s wife, Grace Mugabe, assaulting
a South African citizen within the borders of the Republic of South Africa and fleeing
the country. President Mugabe and his leadership did nothing to resolve the situation
or to bring his wife to justice (Cropley, 2017).
According to Gray et al. (2012) leaders, including business leaders, often reason on
level 2 of Kohlberg’s Cognitive Moral Development Model (CMD). As leaders age, they
tend to migrate from level 1 to level 2 where the focus is placed on how decisions are
made rather than what the decision is. In general, CMD provides a practical framework
within which to understand the “reasoning behind a moral decision” because the theory
examines ethical decisions based on an individual’s viewpoint (Gray et al., 2012). Gray
et al. (2012) posited that individuals apply different moral reasoning strategies in
different situations. It is important to link neuro-leadership and specifically the
functioning of the human brain to moral reasoning and ethical decision-making. Gray
et al. (2012) argued that moral reasoning strategies are affected by moods and the
state of the human mind. The brain is perceived to be more creative and to foster
positive thought during “happy situations”.
Goleman, Boyatzis and McKee (2013) also highlighted the effect of a positive mood
on leadership based on empirical findings. The value of neuro-leadership in
developing and training ethical leaders was highlighted by Els (2017: 128) and has
been discussed later in this chapter.
Kohlberg’s CMD was criticised as being gender-biased as, according to Gray et al.
(2012), only male American participants were interviewed. Gray et al. (2012) argued
further that too much emphasis was placed on “rights and justice” as opposed to other
moral elements. Erickson’s empirical study identified eight, age-group related, psychosocial crises in human development as shown in Table 3.2 (Erikson, 1950; 1963).
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Table 3.2: Erickson's Stages of Psycho-Social Development
Approximate Age

Psycho-Social Crisis

Infant - 18 months

Trust vs. Mistrust

18 months - 3 years

Autonomy vs. Shame and Doubt

3 - 5 years

Initiative vs. Guilt

5 - 13 years

Industry vs. Inferiority

13 - 21 years

Identity vs. Role Confusion

21 - 39 years

Intimacy vs. Isolation

40 - 65 years

Generativity vs. Stagnation

65 and older

Ego integrity vs. Despair

Source: Adapted from Erickson (1950; 1963)
While interpreting the manifestation of unethical behaviour according to various stages
or age groups it is equally important to consider the counter argument of the absence
of ethics (Tseng, 2012: 242).
In this section, a summary of the psychological theories of Kohlberg and Erickson has
been discussed. The understanding of unethical behaviour is important for the field of
ethics, leadership and governance. Ethical leaders ought to understand the reasons
for unethical behaviour in order to adapt codes of conduct to strengthen ethical
governance and train employees to counter unethical behaviour. The variables
selected for this study were: regulatory environment, stakeholders’ interests,
accountability, ethical conduct, values alignment, human development, risk
management, emotional intelligence, strategic planning and ethical leadership. The
variables were tested empirically for their influence on the perceived success of ethical
governance with ethical leadership as the intervening variable. It was important that
each variable was treated with a psychological understanding in order to address and
eliminate unethical behaviour such as corruption, dishonesty or cheating.
3.3.6.2

Manifestations of Unethical Behaviour

In the following sub-sections, various forms of unethical behaviour have been
discussed.
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a) Self-deception
Self-enhancement leads to self-deception and is supported by decades of research
(Greenwald, 1980; Sedikides & Strube, 1997). People inflate their identity based on
positive attributes, from intelligence to ability and morality, as perceived from
organisational performance (Alicke, 1985; Taylor & Brown, 1988). Burson, Larrick and
Klayman (2006) conducted empirical testing of biased self-evaluations where
individuals perceive themselves to be better than they are. The strong self-evaluation
is rooted in such a positive self-image, boosted by motivational affirmation, that people
are not able to rationalise negative information (Pyszczynski & Greenberg, 1987;
Kunda, 1990; Chance & Norton, 2010). Motivational affirmation transfers ambiguous
information to generally positive beliefs and attitudes (Ditto & Lopez, 1992; Swann,
Stein-Seroussi & Giesler, 1992). Questionable behaviour and decision-making can be
displayed by impressive, yet false, creativity (Gino & Ariely, 2012).
Self-deception leads to the deception of others as a diary experiment proved.
Participants recorded having lied one or more times a day in attempts to prove a
positive self-image (De Paulo, Kirkendo & Kashy, 1996). “White lies” were told to
protect the feelings of others while other forms of small lies were told to support selfserving ends. Mazar, Amir and Ariely (2008) found that people were more capable of
telling little lies, such as reporting the number of photocopies made (Goldstone & Chin,
1993) or using the web browser for personal purposes, therefore stealing data and
time from the organisation and not perceiving it as unethical behaviour (Heathfield,
2018).
According to leading professor in behaviour ethics, Ariely (2015), the root of unethical
behaviour lies within people who maintain a positive self-image. Individuals believe
that they are good people with a high morality. The “fudge factor” is a term coined by
Ariely (2015) to mean that, as long as people or leaders cheat only a little bit, their
positive self-image will not be damaged. Ariely (2015) proved that people rationalise
their actions to justify any unethical behaviour, which is self-deception (Trivers, 2000).
Empirical, behavioural research shows, therefore, that employees with a positive selfimage, who cultivate values such as honesty and integrity are, nevertheless, inclined
to take part in unethical behaviour (Miller, 2016). In the US, employees steal $52 billion
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each year from organisations. Behavioural research reports a perceptual gap between
dishonesty and an individual’s desire to be known as a moral person (Gino, 2015: 1).
Ariely and Melamede (2016) argued strongly that most leaders were not in a state of
mind to recognise that even just a little bit of dishonesty, cheating or behaving
unethically was wrong. This referred to minor forms of bad behaviour such as
exceeding the speed limit slightly, telling a lie on tax forms or exaggerating on social
media profiles.
Ariely and Melamede (2016) designed the Matrix Experiment which revealed
remarkable statistics on cheating. In the Matrix Experiment, 40 000 people were
tested. The results showed that 70% of the participants in the study cheated in small
amounts. “Small cheaters” was the term coined to describe self-deception: people who
were unaware that their actions are unethical, dishonest and bad owing to the positive
self-image they uphold. The “small cheaters” stole a total amount of $50 000
(Stephenson, 2012).
“Big cheaters” referred to people who intentionally behave unethically by stealing or
cheating with big amounts. The experiment found only 12 “big cheaters”. It was found
that the big cheaters only stole $400. The larger incidence of unethical behaviour was
conducted by good people who upheld a positive self-image and only cheated to a
lesser extent, but they made up a large total of the people behaving unethically
(Stephenson, 2012; Ariely & Melamede, 2016).
The new perspective in ethics revealed that self-deception creates a belief of “it is
them (the big cheaters) not us (the small cheaters). The Internal Revenue Service
(IRS) is cheated out of more than 15% of its yearly revenue. Insurance fraud in the US
is estimated to be more than $40 billion per year. Healthcare scams cost the US
Government more than $200 billion per year (Gino, 2015). These all refer to crimes
that are committed by “small cheaters”. It is of the utmost importance that ethical
leaders and employees are attentive to, and aware of, self-deception to prevent
rationalisation of their unethical actions (Rosenfeld, 2018).
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b) Unethical Behaviour is Contagious
Gino, Ayal and Ariely (2009) conducted various experiments to prove whether
unethical behaviour increased if participants were exposed to other people’s unethical
deeds. According to the Social-Norms Theory (Stevens, 2018), unethical behaviour
increased in cases where an associated employee or confederate behaved
unethically, as an in-group member. Unethical behaviour decreased when employees
did not associate with the person behaving unethically. Furthermore, the research
found that unethical behaviour decreased if the participants were reminded not to
behave unethically (Mazar et al., 2008). The conclusion was made that unethical
behaviour depends on the social norms of a group, which is influenced negatively by
unethical behaviour (Mazar et al., 2008).
Unethical behaviour was influenced by three sources: Firstly, when observers of
unethical behaviour were exposed to the dishonesty of others, the exposure of
dishonest actions might lead to estimations of the likelihood of being caught. An
observer noticing someone cheating while writing an exam and not being caught would
be influenced to estimate his/her chances of being caught (Allingham & Sandmo,
1972; Becker, 1968). The cost-benefit calculation led to the ultimate decision whether
to partake in unethical behaviour and not to get caught or choosing against it (Leming,
1980; Michaels & Miethe, 1989; Steininger, Johnson, & Kirts, 1964). Secondly, a
reminder of the moral self-image of employees led to a decrease in unethical
behaviour (Mazar et al., 2008). Reminding employees to recall the Ten
Commandments amidst the opportunity to behave unethically or cheat decreased
dishonesty. Allowing participants the same opportunity to behave unethically in the
absence of recalling the Ten Commandments led to an increase in unethical
behaviour. The results suggested that significant and striking focus on ethical
reminders or codes of conduct leads to a decrease in unethical behaviour (Gino et al.,
2009). Thirdly, in the case of an in-group member behaving unethically, the other
members of the same group also behaved unethically. In the case of an out-group
member behaving unethically, the members of the group did not partake in unethical
actions.
Organisations ought to create ethical cultures, focus on ethical codes and provide an
ethical strategic plan to remind and equip employees to eliminate any forms of
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unethical behaviour in organisations (Gino et al., 2009). Unethical behaviour is
contagious and when leaders, such as former South African President Zuma, are
accused of sex scandals and corruption, the effect of the unethical behaviour is
detrimental for the governing party and the rest of the nation (BBC News, 2018). The
increase in corruption scandals in the SA cabinet could be ascribed to the fact that the
leader of a country was allowed to do whatever he pleased in the absence of retribution
(Pauw, 2017; News24, 2012). Another example of the contagious effect of unethical
behaviour is evident in the lawless protests and increasing farm murders under the
guidance of EFF leader, Julius Malema, making reckless and irresponsible statements
to kill white farmers (News24, 2012).
c) Accurate Statements Misleading Others
Deception is part of human communication (O’Sullivan, 2003). People deceive others
by telling “white lies”, such as saying their haircut looks beautiful, whether it does or
not, for pro-social reasons (Levine & Schweitzer, 2014; Levine & Schweitzer, 2015).
The other side of deception is self-serving deception when intentionally misleading
statements are used to gain strategic advantage (Anton, 1990; Aquino, 1998; Carr,
1968; O’Connor & Carnevale, 1997; Schweitzer & Croson, 1999; Schweitzer,
DeChurch & Gibson, 2005).
Paltering refers to a technique of deception used when negotiating to convey
misleading impressions by using a truthful statement. Firstly, paltering refers to the
omission of relevant information or, secondly, to the intentional use of a false
statement. Paltering is regarded as unethical when the intended focus is to maintain
dishonesty (Rogers, Zeckhauser, Gino, Norton & Schweitzer, 2017), as in the case of
the following conversation between Jim Lehrer and Bill Clinton (Jim Lehrer, News
Hour, January 21, 1998):
Jim Lehrer: "No improper relationship" – define what you mean by that.
President Bill Clinton: Well, I think you know what it means. It means that there is
not a sexual relationship, an improper sexual relationship, or any other kind of
improper relationship.
Jim Lehrer: You had no sexual relationship with this young woman?
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President Bill Clinton: There is not a sexual relationship – that is accurate.

It became evident that Clinton intentionally escaped the question by referring to the
situation in the present tense and by referring to the situation as an improper
relationship (Levine, 2014). Evading the question is a tactic used to answer the
question in a truthful manner but in a way in which the facts are buried by means of
paltering (the president was in a sexual relationship). Part of an ethical leader’s duties
is to create accountable organisations where leaders and employees are answerable
for their actions and, furthermore, communicate in a straightforward manner without
paltering (Levine & Schweitzer, 2014, 2015).
d) The “High” of Unethical Behaviour
The high of unethical behaviour refers to the good feeling an individual experiences
when performing bad or inappropriate actions without being caught (Lussier &
Hendon, 2017) as in the case of Frank Abagnale (2000) in Catch Me if You Can.
I was heady with happiness. Since I hadn’t yet had my first taste of alcohol, I
couldn’t compare the feeling to a champagne high, but it was the most delightful
sensation I’d ever experienced.

It is evident that Hemingway and Abagnale’s versions of feelings and behaving
unethically differ as Hemingway (1932) states in Death in the Afternoon:
About morals, I know that what is moral is what you feel good after and what is
immoral is what you feel bad after.

Findings of research conducted on ethics and decision-making processes (Kohlberg,
1969; Monin, Pizarro & Beer, 2007; Rest, 1986) support Hemingway’s viewpoint of
negative feelings of shame, anxiety, and guilt when behaving unethically (DePalma,
Madey & Bornschein, 1995; Massi, 2005).
By contrast, in moral psychology, Abagnale’s version shows that good feelings and
intuition can be associated with unethical behaviour (Greene & Haidt, 2002; Haidt,
2001). Leaders facing ethical dilemmas must be aware of the tension that exists
between what people “want to” and “should” do. The “want to” is determined by
impulsive behaviour which leads to a short-term goal, while the “should” refers to a
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rational and long-term choice (Bazerman, Tenbrunsel, & Wade-Benzoni, 1998; Mead,
Baumeister, Gino, Schweitzer & Ariely, 2009; Tenbrunsel, Diekman & Benzoni, 2010).
Emotions play a pivotal role in decision-making. In the field of behavioural ethics and
criminology, it has been shown that unethical behaviour can trigger a positive effect
referred to as “sneaky thrills” that stimulate the “want to” (Mead et al., 2009). The
sneaky thrills can involve vandalism, shoplifting and stealing cars or other forms of
unethical behaviour like corruption. From a criminology perspective, “getting away with
it” leads to a satisfying sensation of feeling “high” (Matza & Sykes, 1961).
Emotions drive leaders or employees to proceed with unethical behaviour that
stimulates the “want to”, leading to feeling good about unethical behaviour. Leaders
should be alert to the upside effects of unethical behaviour on employees. Recent
behavioural research (Greene & Haidt, 2002; Haidt, 2001) indicated that unethical
behaviour can trigger happiness, as in the case of Catch Me if You Can. These triggers
can

create

toxic

organisational

environments

by

attracting

narcissistic

leaders/employees, nepotism and unethical behaviour (Ruedy, Moore, Gino &
Schweitzer, 2013).
e) Ethical Erosion: Whistle Blowing
Research suggests that modern organisations either lack ethical values (Andrews,
1989; Longnecker, 1985; Molander, 1987) or that leaders leave their organisations
facing economic melt downs because of unethical behaviour over a long period of time
(Gellerman, 1986; Hosmer, 1987). Ethical erosion refers to the state in which leaders
or employees ignore the unethical behaviour of others. Gradual, ethical erosion
happens over time and has a tendency to become acceptable to observers over time
(Gino & Bazerman, 2009).
Organisational whistle-blowing refers to the reporting of unethical behaviour by leaders
or employees (King, 1997; Miceli, Dozier & Near, 1991). The role of a whistle-blower
is to report and address wrongdoing and unethical behaviour (Gundlach, Douglas, &
Martinko, 2003).
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Extensive research (Greenwald, 1980; Sedikides & Strube, 1997) indicates that,
again, self-deception plays a very important role. The perception exists that there are
only a few people who are willing to cross the line of unethical behaviour. However, in
behavioural sciences, it is evident that all employees or leaders are capable of
crossing lines of unethical behaviour. In most cases this happens gradually and is
referred to as the “slippery slope” of ethics (Ariely, 2015). Unethical behaviour is easier
to report and address in cases of unexpected and abrupt, unethical situations,
whereas gradual, unethical behaviour potentially leads to the acceptance of unethical
behaviour by the whistle- blowers (Gino & Bazerman, 2009). The statistics indicate
that ethical values ought to be refreshed by whistle-blowers (Ariely, 2015), especially
when leadership remains in place for long periods of time, as in the case of the former
Zimbabwean President, Mugabe, ruling Zimbabwe for 37 years (Onishi & Moyo, 2017).
Part of the Zimbabwean leadership failure could be ascribed to the acceptance of
ethical erosion by whistle-blowers and governing bodies caused by unethical
behaviour over a long period of time (Msipa, 2016). Whistle-blowers need to renew
their focus constantly to avoid the slippery slope of ethics, which could end
disastrously for organisations as in the cases of Enron, Tyco, Parmalat and WorldCom
(Gino & Bazerman, 2009).
f)

A Lack of Clear and Relevant Ethical Focus

Despite various codes of conduct in organisations globally, ethical failures by
leadership and cases of employees who are guilty of misconduct are widespread today
(Gino & Margolis, 2011). Ethical values are instilled by training in ethics and formal
policy documents but the misalignment between employees, leaders and
organisational expectations leads to unethical situations or misconduct (Weaver,
Treviño, & Cochran, 1999a; Weaver, Treviño & Cochran, 1999b; Collins, 2009).
The mis-alignment between organisational expectations and codes of ethics might
result in employees engaging in unethical behaviour if codes lack clarity. According to
Baetz (1998), most organisations focus on positive economic outcomes. Leaders
motivate employees to meet certain financial targets within a specific time period and
offer a financial bonus if targets are exceeded. However, codes of conduct are
packaged in terms of constraints or violations to be prevented such as: the avoidance
of conflict of interests; employees being prohibited to use organisational assets (Paine,
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1994; Treviño, Weaver, Gibson & Toffler, 2001). Gino and Margolis (2011) argued that
clear codes of conduct, organisational policies and ethical cultures, relevant to the
expectations of the organisation, are ways of preventing unethical conduct.
g) The Neuro-science of Dishonesty
Cognitive Neuro-science (Greene & Paxton, 2009) refers to the gradual increase of
self-serving, unethical behaviour as supported by neural mechanisms. Researchers,
Garret, Lazzaro, Ariely and Sharot (2016), used functional MRI to prove that signal
reduction in the brain, specifically the amygdala, is observed by sensitive movements
when unethical behaviour is carried out. If unethical behaviour is carried out
consistently, the amygdala adapted to the sensitivity levels of unethical behaviour. The
study proved that the amygdala adapts to unethical behaviour suggesting that “what
begins as small acts of dishonesty can escalate into larger transgressions” (Garret et
al., 2016).
It is assumed that leaders or employees are good people who behave ethically but
recent global leadership failures and scandals indicate the opposite (Ashforth &
Anand, 2003; Benson, 1985). Recent research in behavioural ethics suggested that
good people tend to do bad things (Hildreth, Gino & Bazerman, 2016). The question
remains as to why leaders or employees behave unethically.
The US retail industry is cheated out of $16 billion each year by ordinary people buying
clothes, using them and returning them. “Wardrobing” refers to the abuse of the
system by wearing clothes with the intention of returning them (Speight & Hilinski,
2005). Fraud in the insurance industry is estimated to amount to 10% of the total claims
payments, with $24 billion being stolen annually (Accenture, 2003). The largest
contribution of unethical behaviour in the US comes from employee theft and fraud,
with a total of $600 billion per annum (Association of Certified Fraud Examiners, 2006).
Homo economicus refers to the selfish human behaviour described by ethicist,
Thomas Hobbes (see Section 2.2.1.5). According to Mazar et al. (2008), selfishness
is “the belief that people carry out dishonest acts consciously and deliberately”.
Extensive behavioural research (Sezer, Gino & Bazerman, 2015) indicated that two
main streams of theory can be identified. The first stream refers to unintentional
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unethical behaviour. The other stream refers to intentional unethical behaviour and
suggests that individuals are aware that their behaviour is inappropriate but still
proceed (Banaji, Bazerman & Chugh, 2003; Chugh, Bazerman & Banaji, 2005).
Unintentional unethical behaviour occurs if individuals are not able to recognise their
shortcomings. Ariely (2013) stated: “recognizing our shortcomings is a crucial first step
on the path to making better decisions, creating better societies, and fixing our
institutions”.
In the case of intentional unethical behaviour, one assumption is that morality is
understood only as a vague and abstract notion, which results in unethical behaviour.
Another assumption is that honesty and ethics are blindsided by leaders who
rationalise their actions for various or personal reasons including: conflicts of interest,
lack of accountability, creativity, social standards, distance from bad behaviour or the
culture of unethical behaviour within organisations (Sezer et al., 2015).
Intentional unethical behaviour can be maintained by loyalty in cases where the
group’s interests are well-defined but conflict with moral concerns. Psychological
research shows that loyal members of the group act unethically to protect the interests
of the group (Thau, Derfler-Rozin, Pitesa, Mitchell & Pillutla, 2015; Waytz Young &
Ginges, 2014).
In some cases of corruption or scandals, the distance between the organisation, public
institutions, clients or stakeholders creates dissonance between leaders’ decisions
and unethical actions, which leads to ambiguity (Bandyk, 2016). In a dynamic,
changing, global, web-connected world, the dissonance between a leader’s decisions
and actions is growing and people’s brains are adapting to the unethical behaviour.
The term “dissonance” is used to describe the quick pace, fast transfers and decisions
being made every day in a global world. Ariely (2013) referred to the cashless
generation and stated, “the more cashless our society becomes, the more our moral
compass slips”. The effect of globalisation has led to people communicating over great
distances and economic growth improving, but unethical behaviour increasing.
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Halpern (2018) referred to corruption in the following way:
Tackling corruption requires a better understanding of: human decision-making
and what influences it; the psychology of honesty; the role of technology as an
enabler of new behaviours; and the prevalent social capital – the pattern of social
networks, obligations and trust in a region, including aspects of social trust that
have formed over decades and centuries.

h) Church and Religious Involvement and Reactions
During May 2018, the Italian Police Service was investigating over 300 cases of money
laundering and corruption in the Roman Catholic Church’s Vatican Bank involving
largely the Italian Mafia. According to Moloney (2014), Pope Francis allowed the Italian
Police to arrest a Cardinal and member of the Istito per le Opere di Religione, Banca
Vaticana (IOR), on charges of money laundering. It was the first time in the history of
the Catholic Church that such an arrest was made in the Vatican.
The stance of Pope Francis on countering corruption and sexual abuse in the Vatican
signalled a new era of governance in the church (Siemaszko, 2015). Allegations of
sexual misconduct by clergy have plagued the church for a number of years without
apparent corrective action. In Chapter 1, reference was made to authoritative
researchers calling for “a new breed of ethical global leaders” who break with tradition
and the silence about the unethical behaviour of leaders in trusted positions. Pope
Francis is an influential global leader of the Roman Catholic Church, one of the largest
churches in the world (Lowny, 2013). During May 2018, Pope Francis’s public
confession and request for forgiveness for sexual misconduct and paedophilia by
clergy in the Catholic Church marks a shift towards ethical governance (News 24,
2018).
The ethical leadership of South African Archbishop Desmond Tutu is another example
of a global leader advocating and instituting ethical governance (Veldsman, et al.
2016: 400). Tutu received the Nobel Peace Prize in 1984 for continuous efforts to
promote dignity, fraternity and democracy based on his role, together with others, to
end apartheid in SA. Tutu’s firm stance in fighting apartheid and actively mobilising
global support to end apartheid falls within the ambit of the need for ethical leadership
(Robbins et al., 2016: 463; Tutu, Borraine, Burton, Finca, Khampepe, Lyster, Malan,
Mgojo, Mkhize, Ntesebeza, Orr, Potgieter, Randera, Sooka & Wildschut, 1998).
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3.4

“SLIPPERY SLOPE” OF FAILED GLOBAL LEADERSHIP

In this section, leadership failures resulting primarily from corruption or unethical
leadership have been examined globally, on the African continent, and in South Africa.
The purpose was not to provide an all-inclusive list of unethical leadership failures but
to provide selected examples. Although the outcomes of legal procedures and
prosecutions were still outstanding in some cases at the time of this study, the
following examples were recorded by various sources. The mentioned examples serve
as an indication of the severity and wide-spread nature of unethical leadership.
3.4.1

Unethical World Leaders

The demographic distribution of corrupt and unethical leadership has been
documented in a report titled: The 10 Most Corrupt World Leaders of Recent History
(Sandbrook, 2016). The report supports the notion in Chapter 1 that unethical
leadership amounts to a global crisis and identifies three heads of States from the
African continent, three from the United States of America, two from Asia and two from
Europe (Sandbrook, 2016) as listed in Table 3.3.
Table 3.3: Ten Most Corrupt Leaders in Recent Times
President or Prime
Minister of Country

Embezzled Amount

Mohamed Suharto

Indonesia (1967 – 1998)

$15 billion to $35 billion

Ferdinand Marcos

Philippines (1965 – 1986)

$5 billion to $10 billion

Mobutu SeseSeko

Zaire now Democratic
Republic of the Congo
(DRC) (1965 – 1997)

$4 to $5 billion

Sani Abacha

President of Nigeria
(1993 – 1998)

$2 billion to $5 billion

Name

Zine Al-Abidine Ben Ali Tunisia (1987 to 2011)

$1.0 billion to $2.6 billion

Slobodan Milosevic

Serbia/Yugoslavia
(1989 – 2000)

$1 billion

Jean-Claude Duvalier

Haiti (1971 – 1986)

$300 million to $800 million

Alberto Fujimori

Peru (1990 – 2000)

$600 million
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President or Prime
Minister of Country

Name

Embezzled Amount

Pavlo Lazarenko

Ukraine (1996 – 1997)

$114 million to $200 million

Arnoldo Aleman

Nicaragua (1997 – 2002)

$100 million

Source: Sandbrook (2016)
To indicate further the wide-spread nature of unethical leadership globally, a random
selection of incidents was documented. High-profile leaders and reputable countries
involved in unethical behaviour are listed in Table 3.4.
Table 3.4: Executive Leaders, Heads of State, Leaders in Positions of Trust
Leader

Country

Unethical Behaviour

Outcome

Ammenah
Gurib-Fakim

President of
Mauritius

Corruption

Personal expenditure
with charity
organisational credit
card

S. Smith and
C. Bancroft

Australia cricket
captain & vice

Admitting to ball
tampering during
international match

Global demise

Nicolas
Sarkozy

Previous
President of
France

Corruption involving
funding for election
campaign

Arrested and charged

Nicolas
Sarkozy

Previous
President of
France

Accepted bribe and
funding from
Muammar Gaddafi in
2007

Charged

Thales

Arms supplier to
SA

Corruption and fraud

Are charged along
with President Zuma

Doctors
without
Borders

French
organisation

Dismissed 19
delegates due to
sexual allegations

OXFAM

Sex scandal - OXFAM
workers and
prostitution Tsad &
Haiti
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Loss of global trust
and Ambassador
Minnie Driver resigns
and Bishop Tutu
resigns

Leader

Country

Unethical Behaviour

Outcome

Hun Sen

Cambodia
Prime Minister

False information
about status of
governance

Rodigo
Duterte

Philipino
President

Sexism - claiming to
shoot females in
private parts

"Females are
worthless without
private parts"

Benjamin
Netanyahu

Israeli Prime
Minister

Corruption - bribery

Bribed newspaper
editor for positive
news coverage

Barnaby
Joyce

Australia Vice
premier

Impregnated girlfriend
whilst married

Corrosion of family
values

Albert
Fujimori

President Peru

Corruption

Released after 12
years of 25-year
sentence

Davide
Garofalo

Ambulance and
emergency
paramedic

Murdered 50 terminal
patients

Sold bodies for gain to
Mafia funeral parlour

Albert
Fujimori

President Peru

Corruption

Released after 12
years of 25-year
sentence

Source: On-going media analysis of Netnuus, Africa and Cown (2017), SAPA (2015),
Daily Maverick, Scorpia, News 24 (2017, 2018), Business Tech, Cropley (2017),
Sport 24 (2018)
3.4.2

Unethical and Authoritarian Leadership in Sub-Saharan Africa

Various African heads of state have reigned for long periods of time where corrupt
behaviour eroded previously well-functioning economies (Gutiérrez, 2015). An
underlying trend in such countries is a corrupt, authoritarian leadership style deeply
embedded in the governance system of running the country (Campos & Pradhan,
2007). Various sources have identified a number of African executive leaders living in
lavish wealth amidst the extreme poverty of constituents. African heads of state and
senior government leaders often owned multiple, luxurious properties and assets in
foreign countries (SAPA, 2015; House et al., 2014: 79).
The significance of the age of heads of state, the term of office and authoritarian
leadership style is that they were often set in their ways and forcefully cling to power,
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resisting democratic change (Naidoo, 2015, Gutiérrez, 2015). During 2015, the
average age of the leaders of the ten most-developed countries globally was 52 years
as opposed to the average age of 78.5 years of Africa’s oldest leaders (Kiwuwa, 2015).
Figure 3.1 depicts the ages of Africa’s oldest leaders during 2015.
Figure 3.1: Age of Africa's Oldest Leaders in 2015

Source: Kiwuwa (2015)
During 2017, Zimbabwean President, Robert Mugabe, was the oldest reigning head
of state at the age of 93 years (Gaffey, 2017). The extension of the economic sanctions
and travel embargo on Mugabe, his wife and defence industry leaders by the Council
of the European Union on 21 February 2017 was intended to coerce him to institute
democratic political reform in Zimbabwe (Gaffey, 2017). The sanctions imposed during
2002 were the result of Mugabe’s approval of the “land grab” of white-owned farms,
rigging the ZANA-PF political party’s election and oppression of political opponents
(Gaffey, 2017).
President Bongo of Gabon reigned for 41 years at the time of his death at the age of
73 whilst still in office. Malawian President, Hastings Banda, was in his 90s when he
was forced out of office (Kiwuwa, 2015). South African President, Jacob Zuma, was
76 years old when he was pressurised to resign on 14 February 2018 (Deklerk &
Macanda, 2018).
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3.4.2.1

A Case Study of Unethical Leadership in Uganda

Tangri and Mwenda (2013: 7) argued that supreme political leaders often use
government resources for personal gain and enrichment. Onyango-Obbo (1996) and
Tangri and Mwenda (2013: 47) acknowledged that corrupt leaders often also use State
resources to build political networks and build political support by justifying unethical
behaviour as “stealing with impunity”, as in the case of Uganda.
The case study of Uganda was selected as being representative of a number of African
countries where the head of state has been involved in unethical and corrupt
leadership practices. During 2005 and 2006, the National Resistance Movement
(NRM) in Uganda channelled funds donated by the Global Fund to Fight Aids,
Tuberculosis and Malaria to finance election campaigns (Tangri & Mwenda, 2013).
Tangri and Mwenda (2013: 47) accused Ugandan President Museveni of influencing
senior government officials to collude with top business owners to win political support
and gain. Various examples were identified where President Museveni interfered
personally to ensure that government contracts, bail-outs, tax relief and exemptions
were awarded to particular, local and foreign business owners. Investors were
awarded urban land and forest reserves without public bidding or tender process as a
direct result of President Museveni’s intervention (Tangri & Mwenda, 2013: 47).
Uganda was hailed as a leading example of economic reforms on the African continent
(Tangri & Mwenda, 2013: 53). Both the World Bank and the International Monitory
Fund (IMF) provided substantial financial support in recognition of economic reform.
However, Uganda’s controversial privatisation process between 1990 and 2000,
where state assets were transferred to private enterprise, was tainted by corruption
and “plundering of state assets” (Tangri & Mwenda, 2013: 53). The process was
characterised by lack of transparency, limited legal oversight, and sale of under-valued
state assets. The World Bank supported the concept of privatisation because of
organisational weaknesses and socio-economic factors (Tangri & Mwenda, 2013: 53).
Various measures to counter corruption were introduced, such as the appointment of
a Minister of State for Privatisation, and public education initiatives were undertaken
to educate the public about the process. Various privatisation ventures fuelled
accusations of mal-practice and corruption, including the sale of the Uganda
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Commercial Bank (UCB) to a Malaysian private business. During mid-1994, The
London Financial Times reported that the Ugandan privatisation process was mauled
by corruption (Tangri & Mwenda, 2013:53). Major privatisation deals, including the
following, were labelled as being scandalous (Tangri & Mwenda, 2013: 5):
•

The sale of the Lake Victoria Bottling Company at an under-valued price;

•

The sale of Uganda Grain Milling Corporation (UGMC) to a company in which
President Museveni’s brother, Salim Saleh, had shares;

•

The sale of Entebbe Handling Services Ltd (ENHAS) to a consortium of
companies including Effortes and Global Airlinks. President Museveni’s
brother, Salim Saleh, owned Effortes, while Sam Kutesa, the husband of
President Museveni’s wife’s sister owned Global Airlinks. Tangri and Mwenda
(2013:58) pointed out further that Kutesa used an accounting firm with which
he was closely affiliated to undervalue the sale of shares to ENHAS. During
and prior to the sale of shares to ENHAS, Kutesa was both the owner of Global
Airlinks and chairperson of the board of directors of ENHAS. Furthermore,
during the sale of the undervalued UAC shares to ENHAS, Kutesa was the
Minister of State for Investment and Planning (Tangri & Mwenda (2013: 58).

•

The sale of Uganda Commercial Bank (UCB). Proposals to buy UCB by
Greenland Bank and Mustwin Corporation owned by President Museveni’s
brother, Salim Saleh, were disqualified on the grounds of financial capacity and
incompetence. A Malaysian company, Westmont Land (Asia) Bhd, successfully
purchased UCB despite objections that they also did not have the capacity and
expertise to manage UCB. After various contractual and financial breaches, the
Governor of the Central Bank confessed that shares were sold to Greenland
Bank as well as to President Museveni’s brother in a secret deal. Various
executive government and financial leaders were aware of the secret deals,
including contraventions of insider lending breaches to Salim Saleh’s
companies. During 1999 the Central Bank repossessed UCB and terminated
the banking licence of Greenland Bank.

•

The sale of 80% shares in the Kampala Sheraton Hotel, to the value of USD 21
million, to Karim Hirji was cancelled in 1998 and made available to Midroc
Company. Midroc failed to pay and informed the Ugandan Government that it
had been enticed to pay bribes to:
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o Minister of Justice, Mayanja Nkangi, (Previously Minister of Finance),
o Minister of State for Privatisation, Mathew Rurikaire,
o Minister of State of Investment and Planning, Sam Kutesa, and
o Major-General Salim Saleh of the Ugandan Army.
Various privatisation scandals dominated the Ugandan economy, such as President
Museveni’s personal interference in the 2006 sale of the Kinyara Sugar Works to a
private company during an international tender process. When the World Bank’s
contract ended in 2006, the institution withdrew financial and technical support. The
World Bank identified the lack of ethical governance and political interference as
reasons for terminating their assistance (Tangri & Mwenda, 2013: 66). Tangri and
Mwenda (2013: 68 - 89) also identified “Military Criminalization” as another major
source of Ugandan corruption involving procurement of military and defence supplies.
Sales involving aircraft, firearms, military vehicles, food and uniforms were
characterised by corruption, paying of bribes, and over-inflated payments. Corrupt
cases include the purchase of Mi-24 Helicopter Gunships in 1996, MIG-21 jet fighters,
100mm anti-aircraft weaponry, T-55 tanks and providing air transport after a
mysterious fire damaged the Uganda C-130 Hercules Aircraft. President Museveni’s
brother, Salim Saleh, was linked directly to unethical, corrupt involvement and dubious
activity in these cases (Tangri & Mwenda, 2013: 68 - 89).
Another motivation for selecting the Uganda case study was the similarities with
unethical and corrupt leadership behaviour in South Africa as investigated and
reported by the previous Public State Prosecutor, Thuli Madonsela, in the SA State
Capture Report (Madonsela, 2016). Also, as in the case of South Africa’s Thuli
Madonsela (Madonsela, 2016), the case study of Uganda provided an example of
ethical leadership and governance by the previous Ugandan Commissioner General
of the Uganda Revenue Authority (URA), Allen Catherine Kagina (Olaki, 2006; Sanya,
2014; Silvoso, 2014). Kagina played a pivotal role fighting corruption in Uganda
(Silvoso, 2014). Campos and Pradhan (2007) described corruption as a “social
pandemic” that has many manifestations, causes and consequences. To contextualise
corruption on the African continent, Table 3.5 depicts various recent examples of
unethical executive leadership behaviour including examples of high-level leaders’
family members.
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Table 3.5: Examples of Unethical Behaviour Linked to Leaders on the African
Continent
Link to Leader

Unethical Behaviour

King Mswati III

Swaziland King

Illegally spent R989
000 of funds for
disabled and retirees

Funds used for King's
50th birthday
celebrations

John Kiyimba

Illegal Ugandan
immigrant

Falsifying being a
medical doctor

Illegal medicine
selling & abortions

Bellarmine
Chatunga

Pres. Robert
Mugabe’s son

Corruption - illegal
gold dealing

Presidential family
governance

Robert Jnr
Mugabe

Pres. Robert
Mugabe’s son

Corruption - illegal
gold dealing

Presidential family
governance

Russel
Goreraza

Grace Mugabe’s Corruption - illegal
son
gold dealing

Presidential family
governance

Source: On-going media analysis of Netnuus, Africa & Cown (2017), SAPA (2013),
Daily Maverick, Scorpia, News 24 (2017, 2018), Business Tech, Cropley (2017),
Sport 24 (2018)
3.4.2.2

A Case Study of the Democratic Republic of the Congo (DRC)

On the African continent, the DRC has been singled out by the United Nations as
probably the most challenged African country in terms of effective leadership
(Tshiyoyo, 2012). Past threats to the DRC include “coups d’état, civil wars, rebellions,
political turmoil and instability”, and continuous aggression from nearby and other
countries. Tshiyoyo (2012) questioned how the DRC, with the highest wealth potential,
remains one of the poorest countries on the African continent. One of the main
leadership challenges was that past leadership failures influenced existing leadership
approaches in the DRC, maintained largely through a network of patronage. Other
main leadership challenges in the DRC can be summarised as follows (Tshiyoyo,
2012):
•

The existing administration is used as an instrument by loyalists to the political
leadership to favour the political elite;

•

Persistent corruption aimed at personal gain occurs throughout most of
government by means of skilful exploitation especially in the rich, mineral and
natural resources sector;
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•

The absence of national leadership that is truly independent of external roleplayers focused on their own interest or the interests of sponsors inherited since
independence;

•

An autocratic political culture based on Mobutu Sese Seko’s leadership legacy
of not developing a pipeline for leadership succession and maintaining a powerhungry culture of self-enrichment and limited governance. Politicians use public
office as a “golden opportunity” to plunder public funds and public properties;

•

The on-going prevalence of development entrapment described as the “conflict
trap, the natural resources trap, the trap of being virtually landlocked with bad
neighbours, and the trap of bad governance”

The example of the DRC was selected as being representative of other African
countries plagued by corrupt leaders. Based on an analysis of the DRC, Tshiyoyo
(2012) contended that the greatest challenge in Africa was “the creation of a stable,
viable, durable nation state”.
3.4.2.3

A Case Study of Unethical Leadership in South Africa

In South Africa, corruption and unethical leadership also takes many forms (Campos
& Pradhan, 2007). The South African case study involved various levels of executive
leadership derailment, unethical leadership and corruption (Madonsela, 2016). Jacob
Zuma’s resignation under pressure from the African National Congress (ANC) prior to
completing his official term of office as president of the Republic of South Africa was
perhaps the most significant example of the consequences of unethical leadership
(Deklerk & Macanda, 2018).
a) South African President Zuma was a Fallen Hero
South African President Zuma was pressurised into resigning. Apart from being
implicated in the State Capture Report, he was charged on 16 counts of fraud, money
laundering, corruption, and racketeering relating to an arms deal (Van der Walt, 2018;
Madonsela, 2016). Veldsman et al. (2016: 221) identify the following challenges facing
public sector leadership in South Africa:
•

The negative effect of the global financial crisis and austerity measures on
global service delivery;
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•

Ambiguous and complex challenges without single or simple resolutions;

•

The gap dividing the "haves" and "have-nots" and the lack of solutions;

•

The increasing emphasis on market-based solutions to resolve public policy
concerns, particularly the role of economic solutions to social problems;

•

The urgent need for transformation in leadership to become competent;

•

The need for greatly improved ethics and transparency among government
leaders,

b) The Wider Scope of Unethical Leadership in South Africa
In The Economist (2018), it was argued that many factors contributed to the ANC’s
final decision to put pressure on Zuma to resign including: South Africa’s institutions
of democracy, investigative journalism, and civil society in collaboration with
opposition political parties using the legal and justice systems effectively. It was also
acknowledged that South Africa’s Judiciary “delivered fearless, fair decisions that
repeatedly held President Zuma to account” (The Economist, 2018).
In conjunction with the prosecution of Zuma, the State Capture Report by former Public
Prosecutor, Advocate Thuli Madonsela (Madonsela, 2016), exposed various corrupt
activities by the Gupta family and state enterprises and revealed the scope of unethical
leadership and lack of ethical governance. Corrupt behaviour by various senior South
African Government executives and public officials illustrates the contagious effect of
unethical behaviour discussed above (Transparency International, 2018; Campos &
Pradhan, 2007). Similarities in the unethical behaviour of SA Government officials and
that of government officials in Uganda and the DRC are also evident.
Specific examples of unethical leadership discussed in the case studies of Uganda,
DRC and South Africa, and throughout this study, further support the identified
variables that influence the perceived success of ethical governance with ethical
leadership as the intervening variable. The variables identified in the theoretical model
of this research include: regulatory environment, strategic planning, stakeholders’
interests, accountability, ethical conduct, values alignment, human development, risk
management and emotional intelligence. Table 3.6 shows a number of unethical
leadership practises in public as well as corporate environments, suggesting a trend
of opportunism and a culture of corrupt and unethical behaviour on various levels.
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Table 3.6: Corrupt and Unethical Behaviour in SA
Leader

Position

M. R.
Seleke

Director
General, Dept
of Public
Enterprise

Faith
Muthambi

SA Government Paid for flights of 30
Minister
family members at
taxpayers’ expense

Nepotism - arranged
jobs for friends,
including Hlaudi
Motsoeng’s family

Thamsanq
a Jantjie

Bogus
interpreter

Mandela memorial
service

Alongside Pres. Obama

Brian
Molefe

Eskom CEO

Undeserved R30 million
pension pay-out

False R1.3m tax benefit

R1 277 million gained.
381 high-ranking Govt
officials detained

Corruption - asset
forfeiture

Robert
Emani

Corrupt and Unethical Behaviour
Supplied Guptas with
confidential Eskom
information

Enabled Gupta family to
purchase a mine
illegally at reduced cost

General A.
Mamoer

Western Cape
SAP Chief

109 counts of corruption Corrupt police service

Des van
Rooyen

Minister of Cooperative
Governance
and Traditional
Affairs

Lied under oath that he
had never visited the
Gupta family

Ivan
Kleynhans

Bloemfontein
accountant

93 counts of theft of
R2.2m from SARS

Hlaudi
Motsoeng

Ex CEO of
SABC

Owes SABC R21
million

Bathabile
Dlamini

Minister

Constitutional court
judgement on SASSA

3 SASSA
officials

Vredenburg:
Government
officials

Theft of R800 000, 00

SAP
software
company

Global software
company

Bribed Gupta family
with R128m to gain SA
Gov contracts

Hildegard
Steenkamp

Boksburg
accountant

Theft of R460 million
belonging to global
company Medtronic

Sentenced to 14 years’
imprisonment

Corruption and fraud stole money of
deceased people

Source: On-going media analysis of Netnuus, Africa and Cown (2017), SAPA (2013),
Daily Maverick, Scorpia, News 24 (2017, 2018), Business Tech, Cropley (2017),
Sport 24 (2018)
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c) Effects of Corrupt and Unethical Leadership in South Africa
In order to comprehend South Africa’s “corruption status” fully in terms of world
perceptions, it was necessary to compare SA’s status with other countries. In the
annual report, Corruption Perceptions Index 2017, involving 180 countries,
Transparency International (2018) argued that “corruption corrodes the fabric of
society. It undermines people’s trust in political and economic systems, institutions and
leaders. It can cost people their freedom, health, money – and sometimes their lives”.
Table 3.7 contains a summary of the Corruption Index for 2017 showing the annual
scores for the period 2012 to 2017. From the 180 countries analysed by Transparency
International (2018) in terms of public sector corruption, only the following scores have
been listed for the purpose of this study:
•

The top three countries with the highest scores;

•

The scores of African countries relevant to this study;

•

The South African scores.

Table 3.7: Corruption Perception Index, 2017
2017
Country
Rank

2017
Score

2016
Score

2015
Score

2014
Score

2013
Score

2012
Region
Score

1

New
Zealand

89

90

91

91

91

90

Asia
Pacific

2

Denmark

88

90

91

92

91

90

Europe /
Central
Asia

90

Europe /
Central
Asia

85

Europe /
Central
Asia

3

3

Finland

Norway

85

85

89

85

90

88

89

86

89

86

3

Switzerland

85

86

86

86

85

86

Europe /
Central
Asia

3

Singapore

84

84

85

84

86

87

Asia
Pacific
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2017
Country
Rank
34

Botswana

53

Namibia

71

South
Africa

85

143

151

Swaziland

Kenya

Uganda

2017
Score
61

51

43

39

28

26

2016
Score
60

52

45

N/a

26

25

2015
Score
63

53

44

N/a

25

25

2014
Score
63

49

44

N/a

25

26

2013
Score
64

48

42

N/a

27

26

2012
Region
Score
65

SubSaharan
Africa

48

SubSaharan
Africa

43

SubSaharan
Africa

N/a

Sub
Saharan
Africa

27

SubSaharan
Africa

29

Sub
Saharan
Africa

157

Zimbabwe

22

22

21

21

21

20

SubSaharan
Africa

178

Syria

14

13

18

20

17

26

Middle
East

179

South
Sudan

12

11

15

15

14

N/A

SubSaharan
Africa

180

Somalia

9

10

8

8

8

8

SubSaharan
Africa

Source: Adapted from Transparency International (2018)
To interpret the scores shown in Table 3.7, Transparency International (2018)
awarded scores ranging from 100 for the highest level of ethical governance and
ethical leadership with the least corruption, to the lowest score indicating the highest
incidence of corruption. New Zealand (89) and Denmark (88) scored the highest with
the least incidence of corruption. Syria (14), South Sudan (12) and Somalia (9) ranked
the lowest and were considered to be the countries with the highest incidence of
corruption. Globally, Western Europe, with an average score of 66, was considered to
be the “best performing” region. Sub-Saharan Africa, with an average score of 32 was
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considered to be the “worst performing region”. Uganda was ranked 151st out of 180
countries with an average score of 26.
In view of the case study of Uganda above, the poor performance index correlates
with Tangri and Mwenda’s (2013) findings concerning the unethical leadership
practices of Uganda’s President Museveni and senior government officials. South
Africa was ranked 71st out of 180 countries, with a below-average score of 43 for 2017.
Although South Africa’s ranking might seem positive, the below-average score of 43
is unfavourable compared with higher performing Sub-Saharan African countries such
as Botswana and Namibia. Corruption Watch’s Annual Report 2016 (2016: 10)
acknowledged the credibility of Transparency International’s (2018) annual findings
listed in the Corruption Perceptions Index 2017 and voiced its concern regarding South
Africa’s low score as follows: “We continue to note with concern that a score below 50
indicates a significant corruption problem in the country” (Corruption Watch 2016: 11).
Contrary to popular perception, corruption and unethical leadership practices in the
private sector in SA are as prevalent as they are in the public domain, if not more so
(Chetty, 2017). Judge Mogoeng claimed that incidents of private sector corruption outnumbered those in the public sector (Mngoma, 2017). Heath, retired head of the
Special Investigation Unit (SIU), estimated that R1.5 billion was lost annually because
of tax avoidance fraud alone (News 24 Archives, 2010). According to Willie Hofmeyr,
Head of the South Africa Asset Forfeiture Unit during 2011, 20% of government
procurement was lost annually owing to corruption, amounting to R30 billion (News24
Archives, 2011). In 2011, the SIU investigated irregularities in 558 cases involving
procurement contracts and 360 cases involving “conflict of interest”. Hofmeyr informed
the SA Parliament in 2011 that the shortage of experienced investigators as well as
low conviction rates were critical shortcomings in the fight against unethical and
corrupt leadership. Hofmeyr argued that an estimated 7000 investigators were
required to manage the workload but only 700 investigators were assigned to the SIU
(News24 Archives, 2011).
Based on the definition that “corruption is the abuse of public resources or public power
for personal gain”, Corruption Watch (2016: 12) received 14 972 complaints since
2012. During 2016, a total of 4391 complaints were received, amounting to 11 reports
per day. Corruption Watch is a non-profit organisation founded in 2012. The statistics
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cited in this research cover only complaints that were logged with Corruption Watch
and do not represent all the investigations or occurrences of corruption in SA
(Corruption Watch, 2016). An analysis of the complaints categorised into critical areas
of corruption during 2016 is shown in Table 3.8.
Table 3.8: Critical Areas of Corruption during 2016
Area

Rate

Schools

16%

Road traffic

7%

Licensing

6%

Immigration

6%

Housing

5%

Source: Adapted from Corruption Watch (2016: 13)
The primary methods of corruption in South African schools during 2016 are illustrated
in Figure 3.2.
Figure 3.2: Primary Methods of Corruption in SA Schools in 2016

Source: Corruption Watch (2016: 21).
To narrow down the role-players involved in corruption in SA schools further,
Corruption Watch (2016: 19) found that, in the 4391 complaints of corruption received,
school principals were the primary culprits involved in misusing school funds and
resources. In terms of the detrimental effect of corruption in schools, in one instance,
a single textbook was shared amongst 40 learners (Corruption Watch, 2016: 19).
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Figure 3.3 illustrates the primary role-players in school corruption in SA schools during
2016 (Corruption Watch, 2016: 19).
Figure 3.3: Primary Role-players in Corruption in Schools in SA in 2016

Source: Corruption Watch (2016: 19).
During 2017, Corruption Watch (2018) received 5334 complaints, 25% more than
during 2016. The report also claimed that, under President Zuma’s reign during the
previous 10 years, key institutions were targeted in an attempt to undermine
investigations of corruption, including: the South African Revenue Service (SARS), the
National Treasury, the National Prosecuting Authority (NPA), the South African Police
Service (SAPS) and the Hawks anti-corruption unit (Corruption Watch, 2018). The
chairperson of Corruption Watch, Mavusa Msimang, summarised the state of affairs
as follows: “individuals and institutions implicated in state capture and other nefarious
activities have been left untouched, despite strong indications of wrongdoing”
(Bornman, 2018).
Msimang’s statement (Bornman, 2018) coincided with Pauw’s (2017) exposé titled:
The President’s Keepers, those keeping Zuma in power and out of prison. Pauw
(2018) published allegations directly linking Zuma to corruption and identifying
individuals closely associated with him. Although SA Law Enforcement Agencies
threatened to prosecute Pauw, at the time of this study, no charges had been laid
against him. During May 2018, the Independent Police Investigative Directorate (Ipid)
announced that SAPS Colonel Reuben Govender was being investigated for
“wrongfully orchestrating the arrest of author, Jacques Pauw” and that two similar
charges were being investigated (Da Costa, 2018). Govender’s issuing of warrants for
the arrest of Pauw was an abuse of power that is an element of unethical governance.
Govender obtained the warrant from aNtuzuma Magistrate’s Court in SA, which issued
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the warrant outside of its jurisdiction in the case against Pauw. Furthermore, during
the application to withdraw the warrant, Magistrate Irfaan Khallil questioned the
authenticity of the stamps required to issue a warrant (Da Costa, 2018).
The findings of the Corruption Watch Reports (Corruption Watch, 2018), discussed
above, strongly support the relevance of this research study. The Chairperson of
Corruption Watch (2018), Msimang, stated further that “poor leadership has crippled
the National Prosecuting Authority (NPA) that seems to have found their teeth only
after the departure of Zuma” (Bornman, 2018). This statement relates to the
intervening variable, ethical leadership, and dependent variable, the perceived
success of ethical governance, in the proposed theoretical model. In a broader sense,
the statement supports the need for a new breed of leadership globally to enhance
ethical governance to reform towards democratic change as discussed in Chapter 1
(Goodman, 2014: 7; Singh, 2009: 262; Bunker et al., 2010; Goleman, 2011: 277; 2004:
36; Goldsmith et al., 2003: 198; Barling et al., 2000: 160; Fiedler, 1996: 243).
d) A Timeline of Severely Unethical Developments in SA
The following timeline of occurrences, investigations, prosecutions and reputable
reports, highlights the level of corruption and unethical governance of public executive
leaders in South Africa:
•

Advocate Madonsela’s State Capture Report (Madonsela, 2016).

•

Constitutional Court ruling that President Zuma and the National Assembly had
failed to uphold the Constitution in not abiding by the remedial actions
suggested by Public Protector. The court orders Zuma to pay for the
unwarranted costs at his Nkandla homestead (Thamm, 2016).

•

Re-instatement of prosecution of President Zuma on 16 charges of corruption,
money laundering and racketeering. The charges relate to 783 questionable
payments made to Zuma relating to a multi-billion Rand arms procurement deal
(Chabalala, 2018).

•

The corruption charges against President Zuma were nolle prosequi
(abandoned) by the previous Head of the NPA, Mokotedi Mpshe based on the
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controversial “spy tapes” presented by President Zuma’s legal team prior to his
being appointed as president of the Republic of SA (Corruption Watch, 2018).
•

Constitutional Court ruled that SA Parliament failed to hold President Zuma
accountable for Nkandla (Mailovich, 2017).

•

North Gauteng High Court ruled that the appointment of Berning Ntlemeza as
head of Hawks Investigation Unit was unlawful and invalid (Corruption Watch,
2018).

•

CEO of the Passenger Rail Agency of South Africa (PRASA), Collins Letsoala,
was dismissed after he solely increased his salary from R1.7m to R5.3m, an
increase of 350% in three months (Corruption Watch, 2018).

•

During March 2017, President Zuma announced a cabinet reshuffle during a
late-night media conference. Both the head and deputy head of Treasury,
Pravin Gordhan and Mcebisi Jonas were fired controversially by President
Zuma (Corruption Watch, 2018).

•

The Save South Africa campaign successfully mobilised 60 000 protestors to
march to the Union Building in Pretoria and 100 000 protesters to Parliament in
Cape Town, demonstrating against corruption and unethical leadership in SA
(Corruption Watch, 2018).

•

SA’s credit rating was downgraded during April 2018 to “full junk status” by
Standard & Poor Global, while Moody’s Credit Agency placed SA on review for
a downgrade (Donnelly, 2017).

•

Previous National Director of Public Prosecutions, Mxolisi Nxasana, alleged
that President Zuma had lied under oath concerning his resignation in return
for a R17 million settlement deal (Corruption Watch, 2018).

•

During April 2017, the High Court ruled that the government’s procurement
initiatives relating

to

the

9.6-gigawatt,

nuclear

unconstitutional and unlawful (Corruption Watch, 2018).
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energy project

was

•

On 16 May 2017, former Mining Minister, Ramatlhodi, admitted that Eskom
CEO, Molefe, and Eskom Chair, Ngubane, pressurised him to assist the Gupta
family to take over ownership of Glencore Coal Mine (Corruption Watch, 2018).

•

The South African Council of Churches (SACC) declared in their Unburdening
Panel Report that the SA Government “has lost its moral legitimacy” (Corruption
Watch, 2018).

•

On 27 May 2017, a number of leaked emails surfaced alleging corruption in
dealings with SA Government officials including details of enticement of senior
politicians as part of a state capture strategy. The leaked emails included details
of tax funds used to purchase a Free State dairy farm and how Free State
Agricultural MEC, Zwane, visited India, paid for by the Gupta family, after he
approved the sale of the dairy farm (Corruption Watch, 2018).

•

Theft and corruption charges involving R1.86 billion were filed by the SA Cabin
Crew Association (SACCA) against the SAA Board on 27 June 2017
(Corruption Watch, 2018).

•

On 30 June 2017, the leaked emails exposed details of a lapse by auditing firm,
KPMG, in reporting how a Gupta-owned business used public funding for a
family wedding to the value of R30 million under the pretences of business
expenses (Corruption Watch, 2018).

•

In July 2017, Transnet investigated corruption allegations that the Gupta family
entered into a “kickback” deal of R5.3 billion with China South Rail (Corruption
Watch, 2018).

•

On 4 July 2017, the Gauteng High Court set aside a R3.5 billion contract
between PRASA and Swifambo Rail Leasing after the new locomotives were
found to be too tall for the SA railway lines. The value of the contract escalated
to R5 billion of which R4 billion was paid to Swifambo (Corruption Watch, 2018).

•

On 10 July 2017, the leaked emails exposed that German software company,
SAP, paid CAD House R99.9 million for Gupta influence to procure SA Transnet
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and other SA institutions in sales to the value of R1 billion (Corruption Watch,
2018)
•

In July 2017, Budlender inquiry revealed that international consultancy,
Mckinsey, agreed to sub-contract 30% of their Eskom work to Gupta-owned
Trillian (Corruption Watch, 2018).

•

On 20 July 2018, Eskom Chief Financial Officer, Singh, admitted his
involvement in securing surety of R1.6 billion for the Gupta-owned Tegeta
Resources to purchase Optimum Mining Holdings, thereby blocking Glencore,
a global commodity trader (Corruption Watch, 2018).

•

The Development Bank of Southern Africa threatened to withdraw an R15
billion loan, triggering further cancellation of loans to the value of R351 billion if
Eskom CFO, Singh, was not dismissed (Corruption Watch, 2018).

•

On 25 August 2017, SA State arms manufacturer, Denel, terminated its 15%
partnership deal with Gupta-linked VR Laser Asia (Corruption Watch, 2018).

•

On 4 September 2017, Deloitte accounting firm exposed how the Gupta family
was assisted by the Bank of Beroda to circumvent anti-corruption laws and
money laundering to purchase the Optimum Mine in 2016. The report tracks
how R2 billion was paid into Tegeta’s Bank of Beroda account (Corruption
Watch, 2018)

•

Nine KPMG executive leaders resigned as a result of the Gupta scandal. In
another surprise move, KPMG withdrew its findings and recommendations
which led to charges against SA Revenue Service (SARS) Commissioner
Pravin Gordhan, concerning the “rogue spy unit” (Corruption Watch, 2018).

•

The Supreme Court of Appeal rejected the application by the NPA and
President Zuma to avoid prosecution of fraud and corruption charges
(Corruption Watch, 2018).

•

On 23 October 2017, Transnet filed a court application to set aside an R2.5
billion tender to the Gupta-linked German IT company, T-Systems. The
application exposed how advice from the Transnet Board and National
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Treasury was ignored by Eskom executive leaders in awarding the contract
(Corruption Watch, 2018).
•

An investigation was launched by the Public Prosecutor during October 2017
based on allegations that former Sports Minister, Fikile Mbalula, and family
members visited Dubai. Between R300 000 and R600 000 was paid by sport
supplies company, Sedgers Sports, for the family vacation (Corruption Watch,
2018).

•

The Hawks initiated corruption charges against State Security Minister,
Bongani Bongo, relating to incidents when he was the Head of Legal Services
of the Mpumalanga Department of Human Settlements (Corruption Watch,
2018).

•

Cape Town Mayor, Patricia de Lille, was accused of influencing a senior
manager to prevent a corruption investigation (Corruption Watch, 2018).

•

Advocate Vanara, evidence leader in the State Capture Inquiry, submitted a
sworn affidavit that Bongani Bongo offered him a bribe to declare the inquiry
“dysfunctional” or to resign as evidence leader or to fake being sick in order to
influence the true outcome of the inquiry unlawfully (Corruption Watch, 2018).

•

Markus Jooste, CEO of Steinhoff, resigned because of “accounting
irregularities” amounting to billions of rand (Styan, 2018; Prinsloo & Bowker,
2018; Corruption Watch, 2018).

•

On 8 December 2017, the Pretoria High Court found that the termination of
Nxasana’s contract was unlawful and Shaun Abraham’s appointment as
successor as NPA Head was set aside (Corruption Watch, 2018).

•

The North Gauteng High Court ordered President Zuma personally to pay the
expenses relating to his failed bid to prevent publication of the State Capture
Report. President Zuma’s application to set aside the Public Prosecutor’s
recommendations was dismissed with costs (Corruption Watch, 2018).
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e) The State Capture Report Exposing Unethical Leadership in SA
The State Capture Report by Advocate Madonsela released on 14 October 2016 was
based on an extensive investigation and is 355 pages long (Madonsela, 2016). The
investigation followed an inquisitorial process investigating President Zuma’s conduct,
alleged discrepancies and possible, improper conduct. For the purpose of this
research, selected excerpts of the report have been highlighted in Table 3.9.
Table 3.9: Excerpts from the State Capture Report, 2016
Alleged improper and unethical conduct by the president and other state
functionaries relating to alleged improper relationships and involvement of the Gupta
family in the removal and appointment of ministers and directors of State Owned
Entities (SOEs) resulting in improper and possibly corrupt award of state contracts
and benefits to the Gupta family’s businesses
Business dealings of the Gupta family with government departments and SOEs to
determine whether there were irregularities, undue enrichment, corruption and
undue influence in the awarding of contracts, mining licences, government
advertising in the New Age newspaper, and any other governmental services
President Jacob Zuma may have breached the Executive Ethics Code by (i)
exposing himself to any situation involving the risk of a conflict between their official
responsibilities and their private interests; (ii) acted in a way that is inconsistent with
his position and (iii) use their position or any information entrusted to them, to enrich
themselves or improperly benefit any other person
Improper conduct of President Zuma involving potential violation of the Executive
Ethics Code, was principally investigated under section 3(1) of the Executive Ethics
Code read with section 6 of the Public Protector Act. The provisions of the
Prevention and Combating of Corrupt Activities Act were invoked with regard to
allegations regarding the alleged offer of a Ministerial position by the Gupta family
to Ms. Mentor in return for cancelling the India route of the SAA, in the vicinity of
President Zuma, and related allegations
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Maladministration in connection with the affairs of any institution in which the state
is the majority or controlling shareholder or of any public entity as defined in section
1 of the Public Finance Management Act 1 of 1999 (PFMA); and abuse or
unjustifiable exercise of power or unfair, capricious, discourteous or other improper
conduct
Whether President Zuma has enabled or turned a blind eye, in violation of the
Executive Ethics Code, to alleged corrupt practices by the Gupta family and his son
in relation to allegedly linking appointments to quid pro quo conditions
Whether President Zuma and other Cabinet members improperly interfered in the
relationship between banks and Gupta owned companies thus giving preferential
treatment to such companies on a matter that should have been handled by
independent regulatory bodies
Whether President Zuma improperly and in violation of the Executive Ethics Code
exposed himself to any situation involving the risk of conflict between his official
duties and his private interest or used his position or information entrusted to him to
enrich himself and or enabled businesses owned by the Gupta family and his son to
be given preferential treatment in the award of state contracts, business financing
and trading licences
Source: Madonsela (2016)
3.4.2.4

Effects of Corruption on Efficacy of SA State Organs

Various state organs in South Africa, which once were effective, have been under
strain primarily as a result of poor or unethical leadership practices (Corruption Watch,
2018). The increase in mass mobilisation and service delivery protests in South Africa
is indicative of poor or ineffective performance (Badat, 2016). The surge of cash-intransit crimes during 2018 in SA suggests that the SAPS are ineffective in solving or
preventing crime (Pijoos, 2018). The crippled state of affairs is linked to ineffective and
poor leadership resulting from corrupt and unethical leadership behaviour (Hunter &
Shoba, 2016: 1). Several state organs that have been plagued by unethical and poor
leadership practices have been discussed in the following sub-sections.
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a) Leadership of the South African Police Service (SAPS)
A country’s law enforcement agencies and, in particular, its police apparatus are one
of the main pillars that uphold a country’s constitution and legal sovereignty (Newham,
2015). The police are perceived as the visible representative of the governing and
supreme leadership of a country (Whetstone, Walsh, Kelling, Parker Banton &
Brodeur, 2016). For this reason, a country’s police apparatus often becomes the
violent target of frustrated and angry communities when the government and executive
leaders fail to uphold their oath of office or are corrupt or unethical (Molepo, 2018). It
is vital that the leadership of a country’s police is ethical and professional in treating
all the citizens equally. The following case study of poor and unethical leadership in
the SAPS since 2000 was selected to illustrate the consequences when police leaders
are corrupt (Newham, 2015; Hosken, 2017; Corruption Watch, 2018; Basson, 2010;
Eyewitness News, 2017).
Globally, police agencies struggle with legitimacy and challenges of trust (Kappeler &
Gaines, 2011: 153). Recent community revolts against unlawful police killings and
police brutality in the US were one such example. The cause of the revolts was the
deaths of African-American citizens at the hands of white police officers. Kappeler and
Gaines (2011: 106) identified the factors that plague effective community-policing in
the US by examining the period from 1910 to 1963 when “ethnic neighbourhoods”
expanded in cities. The so-called “White Flight” of the 1950s, followed by the “Black
Flight” in the 1960s created serious social problems which were deeply embedded in
certain cultures and divided communities. The notorious “Blockbusting” was an
unethical real estate practice aimed at using the racial divide to gain extensive profits
fuelled by a “racial fear factor” (Kappeler & Gaines, 2011: 106). The reality of unethical
police behaviour is that it has a long-term, negative effect that is complicated and
complex to rectify in order to regain trust. The Rampart Division scandal during 2000,
when Los Angeles police fabricated evidence and lied in court, still has a negative
influence on trust between the Los Angeles community and police (Kappeler & Gaines,
2011: 155). The Mollen Commission, while investigating corruption in the New York
Police Department during 1994, identified the “loss of moral compass over time” of
police officers as one contributing factor to police corruption (Mckinley, 1992).
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Unethical police practices and police corruption have devastating effects on a
country’s moral and social fibre and well-being (Kappeler & Gaines, 2011). Kappeler
and Gaines (2011: 155) identified three dimensions that were significant for this
research. Firstly, police corruption and unethical behaviour that undermine trust in one
city affect people’s trust and attitude in other cities. Secondly, negative perceptions of
policing are fuelled by mainstream media and people easily generalise when criticising
police behaviour. Thirdly, the magnitude of response often is not related to the severity
of unethical police behaviour.
The South African Police Service is the supreme law enforcement agency in South
Africa responsible for maintaining law and order (Phiyega, 2015). Globally trust and
respect in leadership is a crucial element in professional policing to which the public
turn during crises. According to Van Rooyen (1994: 22), mutual trust is the over-riding
success factor in community policing. Trusting relationships with policing agencies
enable residents to share information with police (Kappeler & Gaines, 2011: 17, 381).
The sharing of information regarding criminal activity contributes to effective policing
to solve crime. Victimisation, fear of crime and fear of corrupt police officials undermine
effective policing (Kappeler & Gaines, 2011: 255). In violent, gang-infested
communities, where communities not only fear the gangs but also do not trust the
police, violent gang activity is higher than in communities where residents share
information because they trust and respect the police. Kappeler and Gaines (2011:
420) highlighted the success factors in addressing violent gangs in Reno, Nevada.
Apart from building trusting relationships with the Reno community, the police
established a Community Action Plan (CAP) to solve gang violence and activity. The
Nevada police extended CAP by introducing the Gang Alternatives Partnership (GAP)
strategy that holistically involved all role-players including violent gang leaders
(Kappeler & Gaines, 2011: 420). Figure 3.4 depicts the philosophical facets of effective
community policing where developing trust is a critical factor in building and
maintaining community relationships.
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Figure 3.4: The Philosophical Facets of Effective Community Policing

Source: Kappeler and Gaines (2011:10)
The issue of distrust in policing was summarised by Kappeler and Gaines (2011: 155)
as “corruption, regardless of magnitude, is a violation of trust that cuts to the heart of
public morale and feelings of safety and security”. In essence, unethical police
behaviour undermines confidence in policing. An escalating phenomenon is that
communities take the law into their own hands in dealing with crime suspects. The
serious assault of a man suspected of raping a 5-year-old girl in Forderville, Kwa-Zulu
Natal, SA, during May 2018 was one of a number of recent cases where communities
assaulted or murdered a suspect instead of trusting the SAPS to deal with the issue
(Estcourt & Midland News, 2018; Hyman, A. 2017; Petersen, 2017).
The existing state of affairs in SA was that SAPS had been in recovery mode after
years of unethical, corrupt and toxic, executive leadership. South Africa is probably
the only country in the world where the contracts of five, consecutive police
commissioners were terminated because of unethical leadership practices or
corruption (Newham, 2015; Hosken, 2017; Corruption Watch, 2018; Basson, 2010;
Eyewitness News, 2017).
Perhaps the most extreme example of corrupt leadership was that of Jackie Selebi,
the National SAPS Commissioner from 2000 to 2009. Whilst simultaneously holding
the highest leadership position in the SAPS and being president of the International

157

Police Association (IPA), he was investigated for corruption. Selebi was sentenced to
15 years’ imprisonment in 2010 (Basson, 2010). In passing sentence, Judge Joffe
described corruption as being similar to a malignant cancer that “destroys the moral
fibre of a nation”. Selebi’s toxic leadership was an embarrassment not only to the
whole of SA and the 193 692 strong police service but also to the dedicated IPA
member’s world-wide (Basson, 2010). The SAPS leadership crises are listed in Table
3.10
Table 3.10: Disgraced SAPS Commissioners: 2000 - 2018
SAPS
Commissioner
Jackie Selebi

Bheki Cele

Riah Phiyega

Khomotso
Phahlane
Lesetja
Mothiba
(Acting)

Period

Charge

Outcome

2000–2009

Corruption

Sentenced to 15 years’
imprisonment

2009–2012

Unlawful lease
agreement contracts,
maladministration and
gross misconduct

Immediate suspension

2012–2015

Unfit to hold office after
Farlam Commission
findings regarding
Marikana massacre /
presenting misleading
evidence / facts

Suspended by
President Zuma

2015–2017

Investigated for
corruption and
acceptance of bribery

Suspended and
discharged

2017

Facing charges of
defeating ends of justice Not appointed as
for allegedly protecting
Commissioner
rogue police officers

Source: Newham (2015), Hosken (2017), Corruption Watch (2018), Basson (2010),
Eyewitness News (2017)
During the inquiry into the Marikana massacre in SA that also investigated the
leadership role of National Police Commissioner, General Riah Phiyega, international
law enforcement author and scholar, Gareth Newham (2015), stated “The Marikana
report focuses on the failings of the national commissioner. Fixing the SAPS must start
with her but it can’t end there and will require a complete leadership overhaul”.
Newham’s (2015) statement, as well as Judge Joffe’s comment in sentencing Selebi,
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further support the call for a new breed of ethical leadership as discussed in
Chapter 1.
Newham’s (2015) observation, furthermore, highlighted the detrimental effect of
Phiyega’s unethical leadership that crippled professionalism and effective policing.
During 2016, Phiyega was instrumental in “unilaterally and irregularly” dispensing with
the services of Deputy National Commissioners, Lieutenant-Generals Godfrey Lebeya
and Leah Mofomme for no apparent reasons. Both generals had longstanding,
credible careers jointly of 60 years’ loyal service in the SAPS. Meanwhile, Phiyega
protected various senior officers who were being investigated for criminal behaviour
including: General Mduli, Head of the Crime Intelligence Service who was being
investigated for murder and corruption, and Western Cape Police General Lamoer and
three senior SAPS officers who were facing more than 100 charges of racketeering
and corruption (Newham, 2015). Apart from legal costs, the financial implications of
salaries and benefits for Phiyega and Mduli “to sit at home” amounted to R11.5 million
(Etheridge, 2017).
The contagious effect of unethical leadership was evident when Major-General
Muzingaye Mxolisi Dladla and his former partner, Mogotladi Mogano were investigated
for receiving R700 000 from Phineas Manthata, owner of Instrumentation for Traffic
Law Enforcement (ITLE), during 2012 (Myburgh, 2017). According to Myburgh (2017),
part of the money was used as the deposit on a purchase of property amounting to
R3.2 million. ITLE was a supplier of equipment to the Presidential Protection Unit of
which Dladla was the Head. Mogano was one of four officials working in the
Presidency, who was identified as having ties with the Gupta family by AmaBhungane
and Daily Maverick’s investigative unit, Scorpio (The Citizen, 2017). The unit
investigated how the Gupta family targeted officials in the Presidency who had trusting
relationships with President Zuma (The Citizen, 2017). According to Maxwell (1998)
“everything rises and falls on leadership”. The contagious effect of corruption,
illustrated by the link between President Zuma, the Presidency and the Gupta family
is a theme throughout this research.
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b) Local Government and Municipalities
According to Co-operative Governance and Traditional Affairs Minister, Dr Zweli
Mkhize (SA Government News Agency, 2018), 55 municipalities were categorised as
dysfunctional. The overall functioning and capacity of SA municipalities to deliver
effective service is summarised in Table 3.11.
Table 3.11: Functionality Index of SA Municipalities’ 2018
Status

Rate

Totally dysfunctional

31%

Almost dysfunctional

31%

Reasonably functional

31%

Totally functional

7%

Source: SA Government News Agency (2018)
The statistics shown in Table 3.11 were based on a two-week, consultative process
between stakeholders and Minister Mkhise (SA Government News Agency, 2018).
The criteria used to determine the functionality of municipalities were based on the
level of service delivery and relevant information gained during the consultative
process (SA Government News Agency, 2018). An urgent programme of action was
prepared to deploy MISA technical capacity experts in District Technical Support
Teams to assist the 55 municipalities identified as being dysfunctional (SA
Government News Agency, 2018). The municipal audit illustrates the importance of
stakeholders’ interests and the need for strategic management both of which were
considered as variables in this research study.
c) SA Express Airways
Following the grounding of SA Express by the South African Civil Aviation Authority
(SACAA) in May 2018, the CEO of SA Express, Matsietsi Mokholo, admitted that,
apart from safety concerns, the biggest challenge was liquidity in order for the airline
to be a going concern (Business Tech, 2018). SACAA grounded nine of twenty-one
SA Express aircraft based on 17 issues of non-compliance with safety regulations.
Solutions and corrective measures included extensive training for senior managers as
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well as possible mergers with other airlines (Business Tech, 2018). The Department
of Transport as a major shareholder in SA Express and other stakeholders, including
the passengers and previous clients of SA Express, lost confidence in the airline not
only because of the grounding, but also because of various technical problems such
as engine failure on a flight between East London and Johannesburg. The SACAA
audit found that seven aircrafts were “unsafe to fly” while two were “beyond repair”
(Business Tech, 2018). The serious question remains that, if SACAA had not
conducted an audit, what consequences in terms of flight accidents could have
occurred? Corrective steps taken by newly appointed Public Enterprises Minister,
Pravin Gordhan, included: appointing a new board for SA Express under the
chairmanship of Mmakeaya Magoro Tryphosa Ramano, who is experienced in
aviation, audit and accountancy; plans to merge SA Express with Mango Airline; and
rationalising routes to become more cost effective (Business Tech, 2018). The
challenges experienced by SA Express are closely related to the variables of this study
that influence ethical governance with ethical leadership as the intervening variable.
The related variables are: regulatory environment, accountability, risk management,
stakeholders’ interests, strategic planning and values alignment.
d) SARS
According to former Minister of Finance, Malusi Gigaba, many factors contributed to
the deficit of R48.2 billion in SARS revenue for the 2017/2018 financial year, including
economic decline, lack of skills and ineffective management (Van Wyk, 2018).
However, the reality was that the deficit had grown each year for the previous two
years. The deficit for 2016 was R30.7 billion. Van Wyk (2018) notes that there was
considerable tension between Minister Gigaba and SARS Commissioner, Tom
Moyane, who was described as having a “headstrong and belligerent attitude” and
refused to report to the Minister of Finance (Van Wyk, 2018). Moyane’s leadership at
SARS was characterised by a number of problems and scandals including (Van Wyk,
2018):
•

An expensive restructuring initiative that crippled SARS investigators;

•

Greatly reduced investigative capability compared with previous successes;
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•

The resignation of 506 employees during 2017, with a cumulative 7479 years
of revenue administration experience;

•

Findings lodged by tax ombud, Judge Ngoepe, against Moyane’s leadership
style and tax systems including undue delays in taxpayer refunds.

•

Criticism of Moyane by the Auditor General for “unlawful” personnel
performance bonuses of R561 million, including R3 million in executivemember bonuses.

President Ramphosa suspended Moyane on 19 March 2018, pending the outcome of
disciplinary proceedings in an attempt to re-establish the credibility and capacity of
SARS (Business Report, 2018). A number of SARS issues were still outstanding such
as the claim that Zuma received R4 million from Durban businessman, Roy Moodley,
with no tax records or payments after becoming president of SA (Pauw, 2017;
Jordaan, 2017). The situation at SARS raises questions regarding accountability and
ethical leadership considered as variables in this research study.
e) Department of Health
During 2018, an investigation held the Department of Health accountable for the Life
Esidimeni tragedy following the death of 144 psychiatric patients after they were
transferred to unlicensed facilities (Khoza, 2018). Former Chief Justice, Dikgang
Moseneke, found that the government was to blame for the untimely deaths of patients
that he labelled as “irrational and unconstitutional”. Moseneke criticised the following
Department of Health executive leaders in particular (Khoza, 2018):
•

Former Health MEC, Qedani Mahlangu;

•

Former Head of Gauteng Health Department, Dr Barney Selebano;

•

Former Gauteng Health Director, Dr Makgabo Manamela.

Moseneke awarded a total of R1.2 million to each family of the 144 deceased and the
cost of the inquiry amounted to R47 million (Khoza, 2018). Apart from the loss of life
and monetary cost, the trauma and erosion of trust suffered by 144 families because
of leadership failure is irreparable. The NPA has been evaluating 45 cases and 99
investigation dockets to decide on future charges and prosecutions (Kubheka, 2018).
The variables of this research illustrated by this tragedy are: lack of accountability,
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ethical conduct, lack of risk management procedures, and emotional intelligence in
dealing with the pain suffered by family members.
3.5

A DEEPER UNDERSTANDING OF UNETHICAL LEADERSHIP
BEHAVIOUR

A holistic approach is required to analyse and explain unethical behaviour based on
the assumption that each unethical case is unique, and no general or generic
explanation is suitable. It is common procedure that, after revelations of executive
corruption or unethical leadership incidents, explanations are sought by investigating
behaviour and analysing systems and processes. Limited attention is given to in-depth
analysis and understanding about the morality behind unethical behaviour. Price
(2000: 177) argued that analysing human immorality alone will not answer the question
of why leaders behave unethically. The relevant question is why leaders fail ethically
even if they know their actions are illegal or unethical. A deeper understanding of
cognitive challenges contributing to ethical failures is required (Price, 2000: 177).
Therefore, the focus should include how leaders should behave as well as the reasons
why leaders behave unethically. Following on the examination of the psychological
origin and reasons for unethical behaviour in the previous section, this section contains
supplementary considerations.
3.5.1

The Relationship between a Toxic Mindset and Unethical Leadership

Normore and Brooks (2016) highlighted the significance of a toxic mindset, referring
to internal narratives as a possible explanation that “drives vicious thinking, inner
political churnings, unconscious reinforcements, systematic evil and hurtful ways of
influencing others”. Normore and Brooks (2016) referred to moral muteness driven by
a twisted mind and inner dialogue as being responsible for bad behaviour “creating
drama and devastation”. In the publication, Deadly Behaviours (Wilson, 1962 cited in
Normore & Brooks, 2016), Normore and Brooks (2016) drew a parallel between deadly
mindsets and behaviours such as “avarice, cruelty, snobbery, hypocrisy, selfrighteousness, moral cowardice, malice and being a bore”.
Inner scripts or “vices” influence a leader’s mind and, coupled with habitual
mannerisms, might be the source of behaviour related to prestige, status and power
displayed by indifferent, unethical leaders. Elements of wrong-thinking portrayed in the
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inner mind provide an alternative explanation for the “inscape of the dark side of
leadership”. Normore and Brooks (2016) referred to Wolfe’s (2011) notion that “evil in
general may be free-floating” in the mind, but behaviour manifestation occurs on the
ground. To understand and combat aberrant behaviour requires an understanding of
inner thoughts related to causes and consequences of unethical behaviour. The inner
vices often lead to behaviour where leaders fall prey to self-justification or selfrationalisation to act unethically. Unethical behaviour is often the result of “foolish
callous indifference by being complicit with maleficent inner vices” (Normore & Brooks,
2016). A leader’s penchant for innate evils along with the situational environment can
possibly provide clarification for unethical behaviour (Normore & Brooks, 2016).
3.5.2

Lack of Emotional Reality and Maturity

The inability to exercise emotional intelligence leads to various challenges to ethical
leadership. Prins, Van Niekerk and Weyers (2011: 76) explained the concept of
"alexithymia" that refers to lack of emotional maturity. Alexithymia is derived from the
Greek word lexis denoting lack and thymos meaning emotion to denote a cluster of
cognitive characteristics. Emotional maturity is a vital leadership attribute needed to
lead teams, to maintain relationships and to be an effective role-model (Bradberry &
Greaves, 2005: 112; Pretorius, 2013). The absence of emotional intelligence in a multicultural working environment poses several difficulties for ethical leadership. Hughes,
Patterson and Terrell (2005: 42) agree and contend further that a lack of self-regard
contributes to feelings of uncertainty, insecurity and unwillingness to “venture out into
one’s own world and explore it with appropriate reality testing”. Emotional intelligence
is the primary success factor in normative leadership theories as discussed earlier,
especially in servant leadership (Passmore, 2010: 10) and authentic leadership
(Northouse, 2010: 205; Goleman, 2011). Emotional intelligence is related to empathy,
sympathy and the ethics of care which are vital attributes for leading high-performance
teams in the 21st century. In the following discussions regarding narcissism and
leadership, the inability to connect and relate authentically to others is a primary
concern. Leaders who lack emotional maturity are ineffective in managing conflict,
promoting creativity or empowering others. The inability to relate to others leads to
isolation and avoidance with detrimental consequences for both the organisation and
the leader (Hughes et al., 2005). Various terms relating to maladjusted behaviour are
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associated with alexithymia, such as “numbness”. Numbness occurs when leaders are
unable to experience any emotions, including self-awareness. The effect of
alexithymia is detrimental to effective leadership because it “cripples relationships and
leaves us fog-bound about ourselves” (Prins, Van Niekerk & Weyers, 2011: 88). The
persistence of behaviour that lacks emotional intelligence is one of five markers that
indicate the mental disorder of schizophrenia (Prins et al., 2011: 248). Other markers
include: delusions (belief in something despite lack of evidence); hallucinations
(imaginary perceptions); disorganised speech, and catatonic behaviour (stupor) (Prins
et al., 2011: 248). CEO role-modelling and emotional intelligence (considered as a
variable in this study) determine the social fibre and cohesion of an organisation
(House et al., 2014: 85).
3.5.3

Destructive Dynamics of Unethical Leadership Behaviour

Various scholars have contributed over time to understanding the complexity of
destructive dynamics that fuel unethical leadership and leadership derailment. During
2014, a group of academics attending the American Educational Research
Association’s annual conference decided to contribute a collective research effort on
organisational and leadership corruption (Normore & Brooks, 2016). The brief included
a focus on factors contributing to corruption as well as preventative measures.
3.5.3.1

Deadly Sins that Endanger Ethical Leadership Behaviour

Elaborating on the notion of inner vices mentioned above, Foster (1985) identified
“money, sex and power” as three major temptations or traps that increase the risk of
unethical leadership behaviour. Normore and Brooks (2016: 214) accredited Mahatma
Ghandi’s philosophy of balance to avoid the following patterns that could derail
leadership. The following patterns are also referred to as “the seven deadly sins”:
•

Wealth without work

•

Leisure without conscience

•

Knowledge without character

•

Commerce without morality

•

Science without humanity

•

Worship without sacrifice
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•

Politics without principle

The seven deadly sins are relevant in this section as they provide a basic framework
for the majority of leadership applications in so far as the corporate, political or public
spheres are concerned. While addressing Vatican leaders in 2014, Pope Francis
outlined the ailments and lessons he considered to be relevant to the one billion
Catholic Church constituents. These ailments are basic, modern-day, life lessons
closely related to the “seven deadly sins” (Normore & Brooks, 2016: 214). Lowny
(2013) hailed Pope Francis as a global and influential leadership role-model with more
than 7 million followers on twitter alone. Table 3.12 presents a summary of some of
the ailments influencing ethical leadership behaviour.
Table 3.12: Summary of Pope Francis's Ailments and Lessons for Ethical
Leadership
Ailment

Lesson

Being immortal,
immune,
indispensable

Leadership that does not criticise itself, update itself or seek
to improve

Working too hard

Need for a balanced lifestyle

Being spiritually
and mentally
hardened

Risk losing human sensibility in terms of empathy and
celebrating life with those who are joyous

Having spiritual
Alzheimer’s

Isolating God from successes and becoming enslaved to
idols accumulated personally

Being boastful

When honorific titles become the primary objective of life

Sickness of a double life. Mediocre hypocrisy and
progressive spiritual emptiness that academic degrees
Victim of “existential
cannot fill. Abandoning pastoral service and hiding behind
schizophrenia”
bureaucratic work and losing contact with reality and
concrete people
Wanting more

An attempt to fill existential emptiness with materialism

Pursuing “closed
circles”

Enslaves a few that become a cancer threatening the
harmony of the body that causes so much bad and many
scandals especially among the youth

Worldly profits and
showing off

The sickness of those who insatiably multiply their powers
and, in doing so, are capable of calumny, defamation and
discrediting others to show themselves as being more
capable than others

Source: Normore and Brooks (2016: 216)
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In evaluating Pope Francis’s proposed ailments and lessons for Vatican leaders, two
leadership attributes are significant for ethical governance and leadership. The first is
the need for authentic identity and the second is to resist the temptation of potentially
damaging narratives or vices (Normore & Brooks, 2016: 216).
3.5.3.2

Exploratory Overview of Destructive Narratives

From the literature review, further overlap of constructs and underlying elements were
found between Deadly Behaviours (Wilson, 1962 cited in Normore & Brooks, 2016)
and Pope Francis’s leadership ailments and lessons evaluated in the previous section.
The inner vice narratives were based on various sources including ancient documents
such as the Testament of Reuben found in Hellenistic Judaism (Normore & Brooks,
2016). The original author intended to ensure that the narratives were passed on to
later generations to protect them against self-destruction and deceit. The following
constructs are related to the inner dialogue and narratives that influence negative
leadership behaviour.
a) Narrative of Indifference
The narrative of indifference refers to a “strange and unnatural” state creating a blurred
vision between right and wrong, “crime and punishment, cruelty and compassion and
good and evil” (Normore & Brooks, 2016). The effect of indifference is to lack emotional
connection and empathy and to observe suffering, plight and pain of others as a
“distant distraction”. Wiesel (1999) argued that it is inhuman to turn the proverbial “bind
eye” while being aware of the plight of others. The link to unethical leadership is the
behaviour associated with indifference that includes “despondency, neglect, apathy,
lack of caring, disinterest and irresponsibility”. Extreme cases of indifference increase
the risk of depression and mental illnesses often contributing to executive leadership
derailment because of burnout (Normore & Brooks, 2016).
b) Narrative of Anger
Habitual outbursts of anger often create a sense of false leadership authority based
on fear. The risk of applying anger as a leadership style is the manifestation of passiveaggressive behaviour (Normore & Brooks, 2016: 216). The behaviour includes
displaced anger outbursts that are undeservedly aimed at people or objects. The
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detrimental effect is the potential loss of leadership esteem ultimately resulting in
workplace isolation between leaders and followers. Anger is associated with an
authoritarian leadership style where anger is used to control through fear or to take
revenge to scare off opposing ideas (Hughes et al., 2012). The consequences of this
leadership style are that it deprives life-enjoyment and thrives on “bitterness and
payback” which, in the end, become self-destructive. At the same time, the leader
plays a destructive role in an organisation, characterised by impulsive anger outbursts
accompanied by unexplained levels of aggression. Normore and Brooks (2016) refer
to such leaders as “terrorists of their own behaviour” that insulate themselves in “selfrighteousness” based on “double standards of justice”. The ultimate consequence is
the detrimental effect it has on an organisation, undoing the good work of others. An
example would be the destructive leadership of Tom Moyane at SARS that led to 506
employees resigning within a year (Van Wyk, 2018). The anger narrative illustrates
the significance of emotional intelligence as a variable used in this study.
c) Narrative of Arrogance
Pride and arrogance go hand in hand (Normore & Brooks, 2016). Unethical leaders
accredit themselves with achievements and successes. Arrogance contributes to
perceptions that leaders are gifted with qualities which they do not possess. The
spiralling negative effect is that followers idolise the false qualities which the leader
does not possess. Arrogant leaders believe that laws and rules are applicable only to
others and, therefore, largely ignore or disregard rules (Nohria & Khurana, 2010: 307
- 467). Pride influences unethical leadership behaviour in that the leader-owner
principles promote leaders above others in their own perception. An underlying trend
associated with pride-inspired leadership is that apologies are designed to highlight
the leader’s innocence, thus undermining accountability (considered as a variable for
this study). Effective production or achievements are hampered when pride-inspired
leaders underplay or ignore valuable contributions by others. Pride is referred to as
the “silent assassin” when leaders belittle, criticise or berate others’ contributions. The
detrimental consequence in effective organisations is that a false sense of
achievement is encouraged when pride-filled leaders compliment and reward those
followers who falsely credit the leader’s contributions (Nohria & Khurana, 2010).
Fabrication of past successes, including falsifying curricula vitae and qualifications is
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often a clear indication of a pride-filled yet unethical leader. An increasing
phenomenon amongst executive leaders in SA is to falsify qualifications to mislead
others. A prime example was two executive leaders of PRASA, who falsified doctoral
degrees. Both executives were involved in the corrupt Transnet locomotive scandal.
One executive signed off a deal to purchase train locomotives to the value of R3.5
billion (Business Tech, 2015). Apart from the fact that the ordered locomotives were
unfit owing to technical aspects such as height and width, Montana was fired after it
was exposed that his doctoral status had been falsified. Another example was that of
Hlaudi Motsoeneng, Head of the South African Broadcasting Corporation (Mabuza,
2018). Apart from various financial irregularities, it was exposed that he did not
complete Grade 12 at school and thus should not have been appointed as an
executive, based on internal appointment regulations (Mabuza, 2018). Recent
examples involved the prosecution of people who falsified doctorates and, in some
cases pretended, to be medical doctors including one cardiologist (Freeman, 2018,
Lindeque, 2015 Nicolaides, 2015, Sowetan Live, 2016). The narrative of arrogance
illustrates the influence of the regulatory environment, accountability, ethical conduct
and emotional intelligence as variables considered for this study.
d) Narrative of Constant Comparison
Envy is associated with constant comparison. The detrimental effect of envy was
captured in the well-known words of Shakespeare: “when envy breeds unkind division:
there comes the ruin, there begins confusion” (Normore & Brooks, 2016: 222). Envy
refers to a strong desire to possess something someone else possesses. Envy is often
the cause when leaders falsify status or possessions or downgrade or underplay the
value of others’ status and possessions (Normore & Brooks, 2016). The underlying
emotion driving envy is often a lack of superiority over another leader or desire to
improve on the status of another or a wish that other leaders are deprived of their
status, possessions or positions. Leaders often are remunerated according to equal
qualifications or status rather than financial needs. Status-inspired leaders often
display behaviour based on jealousy of subordinates who threaten their position
(Veldsman et al., 2016). An envious leader contributes to a destructive working culture
which is the opposite of servant leadership or authentic and integrative leadership
approaches presented in Chapter 2. The emotional mood set by the leader affects
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rational and ethical decision-making because envious and jealous leaders are
characteristically “perpetually unhappy, discontent and miserable” (Goleman et al.,
2013). The narrative of constant comparison relates to the variables of human
development, risk management and ethical conduct considered in this study.
e) Narrative of Self-gratification
The urge for self-gratification is described as a lust which “is more powerful than
shame, guilt, fear, prudence and gratitude. When we succumb to lust, we can be
blinded to our most blatant crimes” (Schimmel, 1977 cited in Normore & Brooks, 2016).
Lust over-rides the value of the object of lust and de-values the “cost and consequence
of impulsivity and illegitimacy”. Power ethics involves unrestricted rules that strengthen
a leader’s decision-making based on an assumption that “those who honour norms
are always disadvantaged”. The false pretences of self-gratification undeservedly
justify the leader’s belief that “you can have anything that you want, when you want it”.
The essence of self-gratification is that strong leaders out-manoeuvre and over-power
others and that the leader does not need permission from others to satisfy needs
(Veldsman, et al., 2016). A leader’s desire to accumulate power, pleasure, popularity
or possessions often manifests in obsessive behaviour. A general characteristic of
self-gratified leadership is the lack of emotional intelligence maturity, self-discipline
and self-leadership. Manifestation involves instant gratification and selfish exploitation
with a disregard for intimate and trusted relationships and no consideration for others’
well-being. Followers and employees are treated as objects to obtain self-gratifying
goals (Normore & Brooks, 2016). The risk to organisations is that such leaders erode
moral consciousness and disregard normal, ethical principles.
f)

Narrative of Intemperance

Intemperance is also commonly referred to as gluttony, based on the philosophy of
hedonistic morality to maximise pleasure by any means possible (Normore & Brooks,
2016). The underlying motive is “to seek pleasure without pain”. In this narrative,
pleasure implies good and pain equals evil. The doctrine implies further that a leader’s
tendency to pursue pleasure (good) and avoid pain (evil) is “hedonistic egoism”.
Overall, intemperance is labelled as the “impulse of excess” (Normore & Brooks,
2016). The significance to modern day leadership is the ability to know one’s limits
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and understand when to say no. Intemperate leaders who control others often do not
know how to control themselves. The gluttonous leader is often described as overworking, over-eating, over-drinking and over-consuming and does not have the ability
to “let go and let others” (Normore & Brooks, 2016). The over-emphasis on control and
lack of delegation can suppress productivity or hamper empowerment. This narrative
relates to the variables of human development and emotional intelligence considered
in this study.
g) Narrative of Greed
Greed is an insatiable need to accumulate power, possessions, and popularity (Gill,
2012: 54). The leader’s never-ending drive to acquire is often rooted in “depression,
insecurities, dissatisfactions or anxieties”. Normore and Brooks (2016) contended that
greed de-humanises leaders and the desire for acquisition is never fulfilled because it
cannot be stopped. In the process, greed pre-occupies and blinds the leaders, who
destroy relationships. The addictive cycle of greed increases destructive leadership
behaviours that displace ethical values and replace virtues of liberty, integrity and
“compassion for people” (Normore & Brooks, 2016).
3.5.3.3

Counter-productive Work Behaviour Model of Unethical Leadership

Counter-productive Work Behaviour (CWB) is a contemporary topic arising out of
numerous, global, financial scandals (Gualandri, 2012). Recent CWB incidents
brought violations of ethical norms in organisations to the fore. CWB can be divided
into two main streams of thought: CWB aimed at organisations (CWB-O); and aimed
at people in the organisations (CWB-P) (Robinson & Bennett, 1995). Although
Unethical Work Behaviour (UWB) can occur intentionally or unintentionally, the defiant
behaviour is damaging.
Unethical behaviour includes aggressive behaviour, fraud, theft, intentional
disobedience. Overall, global CWB has a devastating effect on financial growth,
economies, reputation, and emotional well-being of stakeholders, and, ultimately, it is
detrimental to human development (Sackett & DeVore, 2002). CWB-O includes
constantly being late for work, taking excessively long lunch breaks, deliberately
working slowly and using resources for private gain. CWB-P includes office bullying,
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verbal abuse, theft amongst employees, favouritism, nepotism, gossip mongering and
sexual harassment (Robinson & Bennett, 1995). Financial losses include loss of profit,
destruction of property and corporate sabotage. Apart from reduced efficiency and
poor productive performance, the morale and motivation of employees are affected
negatively. The effects of CWB-P on physical and emotional well-being are often
under-estimated. According to Scutti (2018), between 1999 and 2016 there was a 25%
increase in work-related and economically-related suicides, especially among women.
Although the underlying theme in this section is how unethical leadership leads to
CWB, Gualandri (2012) highlighted the importance of the Stressor-Emotion Model of
Spector and Fox (2005) in explaining CWB. The Spector and Fox (2005) model takes
personal and situational factors into account. In the model it is proposed that stressinduced feelings lead to aggressive response behaviour that manifests in CWB
(Spector & Fox, 2005). Szostek (2017: 172) argued that the manifestation of CWB
requires three factors to be present, namely: the behaviour must be purposeful,
potentially damaging to stakeholders or the organisation, and the action must be
contrary to the organisational goals. Based on the Spector and Fox (2005) StressorEmotion Model, the factors depicted in Table 3.13 constitute the classification
framework for CWB.
Table 3.13: Classification Framework of Factors for CWB
Factor

Criteria

Abuse

Physical and mental harm to colleagues - threatening, unpleasant
comments, ignorance

Production
deviance

Deliberate omission or hindering realisation of task ascribed

Sabotage

Deliberately destroying or neglecting property of an organisation

Theft

Misappropriation of property of an organisation or colleagues

Withdrawal

Limitation of time devoted to work below a standard necessary for
realisation of targets of an organisation. Including unjustified
absence, tardiness, leaving before the agreed due time for
completion of work, taking breaks longer than permitted by the rules

Source: Spector and Fox (2005)
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3.5.3.4

Moral Dis-engagement, Conflict and Counter-productive Work
Behaviour

Unethical behaviour and CWB often manifest because of aggressive and angerinduced behaviour. The topic of moral dis-engagement is closely associated with
UWB. For the purpose of this study, the integration of two, traditional, research
theories was selected as a framework for understanding unethical leadership. In the
Frustration-Aggression Theory, it is proposed that frustration is the basic source of
human aggression (Bradshaw, 2008: 48; Schellenberg, 1996: 51). In organisational
behaviour, Sandole (2010: 109) recognised the impact of “blocked goals” as a major
source of frustration leading to aggressive behaviour. The second theory is the SocialCognitive Theory of aggressive behaviour (Bandura, 1986, 1990). Dougherty and
Pfaltzgraf (2001: 233) provided a link between the traditional conflict theories and
CWB by referring to Bandura’s definition of aggression as “behaviour that results in
personal injury (either psychological or physical) or in the destruction of property”, but
insist on the importance of the social labelling process (Dougherty & Pfaltzgraf, 2001:
233).
The concept of moral dis-engagement (MD) originated from the integrative leadership
approach and implies a “morally dis-engaged [organisational] culture”. The
significance for this study is that MD is often justified as the acceptance of a new norm
on which organisational cultures can develop. MD can be learned, implemented,
socialised and legitimised but promotes CWB. Fore-runners of MD include the
empirical work of Manning (1977: 182) on “working culture”, Skolnick (1976: 217) on
“sub-culture” and “canteen culture”, as well as Waddington (1999). The role of
unethical leadership in the SAPS, discussed in this chapter, had its roots in CWB and
MD. Faul (2008: 18) explained that unethical police behaviour, such as police brutality,
is commonly embedded in police cultures (Skolnick, 1976 cited in Faull, 2008: 18)
along with deviant behaviours of “solidarity, suspicion, racism, sexism, machismo and
power” (Skolnick 1976 in Faull, 2008: 18).
The value of MD is in understanding the rationalisation processes involved, where
transgressors neutralise deviant behaviour by offering either excuses or justification
for harmful acts of aggressive behaviour (Szostek, 2017). In managing cases of MD,
leaders can investigate detrimental conduct in four categories as follows:
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•

Unethical behaviour;

•

Origin and causes of locus of responsibility for detrimental effects;

•

Harmful consequences to a person or organisation; and

•

The recipient (or victim).

Szostek (2017: 169) explains the complexities of dealing with MD and CWB in the
public sector. MD is characterised by the interplay of various factors such as the
"psycho-somatic structure of human beings as well as the multitude and
unpredictability of the environments in which a human being functions”. To predict,
understand and explain human behaviour in organisations is a complex and difficult
process (Szostek, 2017: 169). Gualandri (2012: 86) identified the following stressors
closely related to MD: quality relationship with bosses, quality relationship with coworkers, organisational fairness, incivility, organisational moral dis-engagement, job
satisfaction and personnel moral dis-engagement. Contributing factors can be divided
broadly into endogenous and exogenous factors (Beauregard, 2014: 773; Boddy,
2014: 108; Glińska-Neweś & Lis, 2016: 269; Chernyak-Hai & Tziner, 2014: 2).
Endogenous contributing factors include:
•

Physiological or biological factors related to the nervous system or somatic
conditions;

•

Personality-related or cognitive factors relating to method of interpreting events
in an organisation in relation to the surrounding reality.

Exogenous contributing factors include:
•

Physical and ergonomic conditions of work;

•

Organisational justice including distributional justice in terms of resources and
duties. Procedural justice includes an employee’s attitude and relations with
superiors and colleagues. The absence of fairness contributes to frustration and
retaliatory trends amongst employees;

•

Occupational stress contributes to work overload that leads to anger and fear.

•

Balance between work and social life. Deficiency in a balanced life-style
increases the risk of occupational stress, fatigue and negative emotions,

•

Social standards and expectations describing the level of tolerance for CWB.
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Szostek (2017) proposed six strategies to counter MD and CWB in the workplace as
listed in Table 3.14.
Table 3.14: Six Strategies to Counter MD and CWB in the Workplace
Strategy

Implementation

Recruitment
Selection

People apt to engage in CWB should not be appointed.
Scrutiny should involve previous employers, letters of
reference, public information, social media, personality tests,
stress interviews

Training

Leader and employee training in stress management,
management, human talent management, assertiveness,
conflict resolution, responding to manifestations of aggression,
improvement of work efficiency

Leadership Style

Showing respect to superiors, respecting dignity and
expectations, including respect towards remuneration policy

Organisational
Standards

Codes of ethics, preventing mobbing, sexual harassment,
violence, avoiding ambiguous standards and principles

Monitoring

Prompt inspection forms or intensification of inspection
activities

Measurement

Surveys, interviews, exit surveys, observations in the place of
work

Source: Szostek (2017)
Further to Szostek (2017) strategy of measurement to counter MD and CWB in Table
3.14 above, Heyde, Miebach and Kluge (2014) recommended Marcus, Ashton and
Lee’s Five Constructs of Integrity Model. The model proposes the following constructs:
•

Low distribution: measures the strength with which the violation of norms and
rules is distributed in the everyday work environment;

•

Non-rationalisation: describes the tendency to search for causes that justify
unreasonable behaviour;

•

People with high levels of reliability: are supposed to work in a structured
manner, to keep their word and to control their impulses;

•

Cautiousness: describes a person’s preference for safe and predictable actions
as opposed to risky and exciting situations;

•

Conflict avoidance: refers to a person’s tendency to avoid conflicts and to
pursue a peaceful way of problem-solving.
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3.5.3.5

Ethical Judgement and Anomia

Multiple forces are at play in terms of judgements related to ethical issues especially
within the framework of ethical decision-making (Karassavidou & Glaveli, 2006). The
word anomia, derived from Greek denotes “the absence of law”. Anomia has deep
sociological and psychological roots and is used extensively by Durkheim (1933) and
Srole (1956) to describe deviant behaviour. In the context of unethical behaviour,
anomia presumes a lack of social standing and integration within society. Anomia is
based on Durkheim’s (1933) notion that morality exists externally and social context
prescribes rules for individual behaviour. Merton (1957) explained anomia within a
social-structural context, claiming that anomia is a result of “capitalist completion”
ultimately seeking “power”. Karassavidou and Glaveli (2006) related anomia to several
empirical studies that found high levels of academic dishonesty including cheating and
plagiarism amongst Greek business students. Various contributing factors relating to
academic dishonesty were identified that were relevant to this study about the
significance of effective leadership as follows (Karassavidou & Glaveli, 2006):
•

Low success rate in exposing dishonesty because of the academic lecturer’s
attitude;

•

Reluctance amongst students to expose dishonesty;

•

High expectations of good grades;

•

Fear of failure, inability, peer pressure, laziness;

•

Weak sanctions.

Karassavidou and Glaveli (2006) proposed an individual, internalised, code of ethics
to guide behaviour away from temptations and dishonesty especially in environments
lacking effective control measures.
3.5.3.6

Social Role Theory of Unethical Leadership

Hoyt, Price, & Poatsy (2013) argued that leaders’ perceptions of their roles guide
ethical decision-making processes. Based on the Social Role Theory of unethical
leadership, leaders often “over-inflate” felt responsibility to increase their confidence
in achieving goals (Hoyt et al., 2013). The over-inflated sense of responsibility
encourages leaders to participate in unethical practices. Leaders have the authority to
“justify deviating from moral requirements to attain those goals” (Price, 2000).
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Further to the narrative of self-gratification discussed in Sub-section 3.5.3.2(e) above,
Galinsky, Jordan and Sivanathan (2008) postulated that a leader’s justification of
unethical behaviour is often rooted in the psychological effects of power. Leaders’
inflated sense of power often influences their perceptions to downgrade or ignore
others’ emotions and feelings. Power-oriented leaders are often driven by self-interest
and become ego-centric (Hoyt et al., 2013). However, Hoyt et al. (2013) conclude that
“group-serving social role expectations of goal attainment” is a key factor causing
leadership derailment in terms of ethical behaviour.
3.5.3.7

Empirical

Foundation

for

Unethical

Leadership

Behaviour

Summarised
As mentioned above, unethical leadership in organisations manifests in various ways
including misconduct, deception and cheating (Campos & Pradhan, 2007). Apart from
regular exposés of leadership scandals globally, there has been a notable increase in
ethical leadership derailments because of unethical behaviour (Cann, 2015; Gill,
2012). This observation correlates with the examples displayed in Tables 3.3, 3.4, 3.5
and 3.6 in this chapter. The question repeated throughout the chapter was why
leaders, who are considered to understand value-based morality, engage in unethical
behaviour when confronted with the opportunity. In recent, empirical research in
behavioural ethics and moral psychology, it was found that morally sound leaders
often indulge in unethical behaviour (Gino, 2015). Unethical leadership behaviour
includes misdemeanours in tax returns, overstating performance, inflating business
expense accounts and untruthfulness during negotiations.
In various empirical research projects, discrepancies have been found between
desires to maintain moral high ground and actual, dishonest behaviour (Gino, 2015).
Another discrepancy was the increase in societal damage caused by employee theft
that did not correlate with empirical evidence of high levels of honesty. In a socialpsychological study over time, participants indicated that they value integrity, morality
and positive self-esteem. Follow-up research was focused on reasons why leaders go
astray in terms of ethics. Gino (2015) identified two distinctive patterns of unethical
leadership as mentioned previously:
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•

Intentional, unethical behaviour: Involves predictable situational and social
influences that contribute to unethical behaviour. Individuals continued with
unethical behaviour even if they knew it was unethical but did not understand
the forces that influenced them.

•

Unintentional, unethical behaviour: Involves bounded ethicality where
individuals proceeded with unethical behaviour not knowing or understanding
that it was unethical.

Figure 3.5 illustrates the phases of decision-making, indicating the point at which
intentional and unintentional lines cross (Gino, 2015).
Figure 3.5: Phases in Decision-making when Intentional and Unintentional
Lines of Unethical Behaviour Cross

Source: Gino (2015)
The results of behavioural ethics research in the two streams concluded with two
empirically supported assumptions as follows (Gino, 2015):
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•

That morality is dynamic and malleable as opposed to being a stable trait
characterising individual behaviour. The conclusion is that individuals behave
differently in different situations even if they possess strong moral convictions
or when they value their self-concept of being ethical.

•

That manifestation of unethical behaviour is the result of various individuals
who, although they value morality and want to be perceived as ethical people,
constantly fail to resist temptation in terms of honesty or fail to recognise moral
issues in their decision-making.

The assumption that ethicality is predictable in terms of intentional dishonesty was
supported by various studies including experiments by Mazar, Amir and Ariely (2008)
and Zimbardo (1969). Conclusive evidence supports the notion that, when ethically
inclined individuals are exposed to environments conducive to behaving unethically,
two primary reasons to behave unethically arise (Gino, 2015). The first is a desire for
personal gain, monetary or otherwise. During the study, unethical behaviour included
inflating performance for promotion or falsifying curriculum vitaes. However,
Individuals would only engage in such behaviour up to a level where their honesty
boundaries were not crossed (Gino, 2015). The study identified inter-temporal,
personal conflict occurred when deciding to act unethically. In the short term,
individuals desired to advance self-interest while they desired to be perceived as
honest and ethical in the long term, primarily to gain social acceptance from others. In
an attempt to balance the two desires, individuals acted inconsistently in terms of
moral behaviour. Gino (2015) pointed out that follow-up research found that individuals
increase unethical behaviour if:
•

More room and opportunity are available for unethical behaviour;

•

One or more people behaving unethically can influence others to also behave
unethically.

The research found inconsistency between desires to behave morally and actual
unethical behaviour, “providing compelling evidence that morality is malleable” (Gino,
2015).
In terms of unintentional dishonesty, various studies concluded that individuals behave
unethically without being aware or failing to notice. Upon further reflection, individuals
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act within boundaries that they would condemn as unethical behaviour. Unethical acts
without being aware include accrediting group work performance, conflict of interests
and acting in sexist and racist ways without being aware. The study concluded that,
within the scope of bounded ethicality, individuals often do not realise the existence of
ethical dilemmas involved in decision-making (Gino, 2015)
3.6

PROFILE OF UNETHICAL LEADERSHIP

Limited attention has been given to a clear profile of unethical leadership in the
examples discussed in this chapter so far. For the purpose of this study, factors that
contribute to VUCA-toxic leaders and narcissistic leadership practices have been
considered in this section.
3.6.1

The VUCA-toxic leader

Boddy (2016: 77) emphasised the necessity to investigate the detrimental effects of
toxic leadership in organisations empirically. According to Boddy (2016: 77), toxic
leadership implies dark, dysfunctional and psychopathically destructive leadership
which causes severe harm to employees and the organisation. Based on the absence
of emotion and conscience, Boddy (2016: 78) drew a parallel between psychopaths
and narcissistic leadership. Psychopaths are described as having “no conscience, no
guilt and an inability to feel love for, care for, or empathize with, other people” (Boddy,
2016: 78). Various scholars associate narcissistic leadership with corporate
psychopaths in the examination of corruption and fraud (Marshall, Ashleigh, Baden,
Ojiako, & Guidi, 2014; Gudmundsson & Southey, 2011; Perri, 2013). Leaders who
portrayed elements of narcissism or were corporate psychopaths include the following
(Boddy, 2016: 82):
•

Henry Ford was portrayed to have narcissistic tendencies rather than being a
corporate psychopath. Allegedly Ford secretly deployed criminals to demobilise trade union activities, installed machine guns at the Ford factory and
had an adulterous affair with his teenage personal assistant.

•

Enron CFO, Fastow, displayed traits of a corporate psychopath using fraudulent
entities and liabilities.
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•

Robert Maxwell, UK media tycoon, displayed corporate psychopathic
tendencies such as “arrogance, manipulativeness and insincerity”. Maxwell
defrauded the company pension fund. Distinctive traits of corporate
psychopaths include being convincing liars. Maxwell falsely convinced more
than 25 financial institutions that his “network of around 400 companies was
solvent, rather than being approximately £4.4 billion in debt and largely
unprofitable”.

A comparative analysis between Maxwell (Boddy, 2016) and former CEO of Steinhoff
South Africa, Markus Jooste, showed stark similarities (Prinsloo & Bowker, 2018). In
both cases, the executives defrauded their organisations and mis-led financial
institutions, investors and stakeholders over long periods of time.
In this context, the VUCA element of toxic leadership (Veldsman et al., 2016: 135)
describes the environment in which toxic leaders thrive and which they create in order
“to rule”. Common leadership approaches in a VUCA environment are based on the
notion of “divide and rule”. Normore and Brooks (2017: 205) claimed that toxic
leadership affects originations negatively and ultimately destroys effective companies.
VUCA contributes to “fogged conditions” where work morale is low, productivity is
reduced, costs are increased, plans are disrupted, and missions fail (Normore &
Brooks, 2017: 205). The case study of Tom Monyane’s destructive leadership role at
SARS, discussed earlier (Van Wyk, 2018, Pauw, 2017, Jordaan, 2017) fits the
description of a VUCA-toxic leader.
Johansen (2009: 6) explained the challenges of unmitigated VUCA working conditions.
However, Johansen (2009: 6) argued that future leaders must pursue the opportunities
of VUCA working environments by replacing the attributes of toxic leadership with the
attributes of effective leadership as follows:
•

Volatility yields to vision;

•

Uncertainty yields to understanding;

•

Complexity yields to clarity;

•

Ambiguity yields to agility.
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Watt, Javidi, and Normore (2015) agreed with Johansen (2009) and postulated that,
to counter VUCA working environments effectively, ethical leaders who are well
educated and skilled are required.
3.6.2

The Destructive, Narcissistic Leader

According to Normore and Brooks (2017: 5), narcissism occurs when leaders focus
on their own egomaniacal needs primarily and disregard the needs and interests of
others. Generally, narcissism prevails if a leader’s personality is based on a grandiose
sense of self-importance, pre-occupation with fantasies of unlimited success and
power, excessive need for admiration, entitlement, lack of empathy, envy and hypersensitivity. Barnevik (2014: 143) identified a number of warning signs associated with
narcissism when new CEOs and executive leaders are appointed. Apart from initial
financial success, the signs include: “demands and initiatives such as changing logo,
relocating the head office to the capital city, refurbishment of the premises and the
CEO's office, changing the fleet of company cars and upgrading corporate aircraft, a
requirement for a company flat in London, transferring corporate sponsorship from
sailing to horses (the daughter rides), hiring buddies from the previous employer”
(Barnevik, 2014: 143).
The detrimental effect of a narcissist leader on subordinates was highlighted by
Rossouw et al., (2017). Unethical leadership behaviour causes psychological strain
that causes depression and “negative follower attitudes such as cynicism, turnover
intention, low job satisfaction and commitment”. Various empirical studies found a
relationship between narcissism and workplace deviance and exploitive behaviours.
Such behaviours include tendencies to cheat, moral dis-engagement, absence of
workplace integrity and “white-collar crime” (Blair, Hoffman & Helland, 2008, O’Boyle,
Forsyth, Banks & McDaniel, 2012).
Toxic leadership has many manifestations as discussed in Chapter 2 (Veldsman et
al., 2016: 745). Increasing exposures of global incidents of office-bullying and sexual
harassment at work by executive leaders or icons reveal the severely destructive
consequences of narcissistic leadership. From a large number of alleged atrocities,
only a few examples that resulted in prosecutions have been listed for the purpose of
this study as follows:
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•

Bill Cosby: Actor appeared in court on an aggravated sexual assault charge
(Buncombe, 2015).

•

Bob Hewitt: disgraced tennis champion started a six-year jail term (Sain, 2016).

•

Danny Jordaan: a rape case was opened against the FIFA Soccer boss (Gules,
2018).

Harkiolakis (2016: 139) agreed with Normore and Brooks (2017: 5) and identified
similar traits of self-centeredness and greed displayed by narcissistic leaders.
Northouse (2010: 280) suggested a balanced approach, observing that, in certain
working environments, a narcissistic leader can influence production positively. Table
3.15 shows the strengths and weaknesses of a “productive narcissist”.
Table 3.15: Strengths and Weaknesses of Productive Narcissists
Strengths

Weaknesses

A vision to change the world and create
Unwillingness to listen
meaning for people
Sensitivity to criticism
Independent thinking and risk taking
Paranoia
Passion
Anger and put-down
Charisma
Overcompetitive and overcontrolling
Voracious learning
Isolation
Perseverance
Lack of self-knowledge
Alertness to threats
Grandiosity
Sense of humor
Source: Maccoby (2003)
Northouse (2010) supported Maccoby’s (2007: 3) notion of productive narcissistic
leadership. Northouse (2010: 280) pointed out that, in times of crises, change and
chaos, productive narcissistic leadership is effective. Narcissistic leaders tend to take
more risks and become obsessive about being successful. Obsessive leadership
styles are effective in organisations manufacturing goods or delivering service in a
“consistent, predictable and routine manner” (Northouse, 2010: 280). However,
Northouse (2010) pointed out that emotionally intelligent leaders are friendly,
empathetic and more effective in organisations delivering services to human beings.
Veldsman et al. (2016: 32) argued that organisational boards often favour ego-centric,
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narcissistic leaders “who are larger than life”. This is based on a false premise that
such leaders are effective in making organisations “great”. Pfeffer (2015) agreed and
claimed that organisational boards often select a narcissistic leader above a modest
leader.
Veldsman et al. (2016: 32) made a clear distinction between narcissism and charisma.
Narcissistic leaders often use charisma but empirical studies have found that
narcissistic leaders are “destructive and depreciative of others, because their motive
for gathering power is for personal aggrandisement” (Veldsman et al., 2016: 32).
Narcissistic leaders generally have excellent “social skills and exceptional persuasive
abilities for domineering and making their followers submissive” (Veldsman et al.,
2016: 32).
3.6.3

Factors Contributing to VUCA-toxic and Narcissistic Leadership
Practices

Various authoritative scholars have identified various contributing factors and
justifications for increased VUCA-toxic and narcissistic leadership practices globally
(Cann, 2015). For the purpose of this study, the emerging science of Conceptual
Metaphor Theory, external pressures and the Hyper Competitive Advantage Trap
have been evaluated.
3.6.3.1

Emerging Science of Conceptual Metaphor Theory

Veldsman et al. (2016) and Pfeffer (2015) identified various reasons explaining why
narcissistic leaders “obtain and hold [cling]” to power and authority but mainly the
overlap between narcissistic personality characteristics and assumptions of
prototypical attributes associated with effective leadership. The overlap is related to
“psychological states of confidence and self-esteem” that influence positional,
hierarchical power manifesting as leadership power and authority (Veldsman et al.,
2016: 32). The origin of this reasoning is based on the emerging cognitive science of
Conceptual Metaphor Theory. The core issues are that the human body and brain are
influenced by a sensory-motor system that orientates vertical positioning. According
to this theory, what is perceived as effective and good is regarded as being at the top,
while leadership behaviour that is perceived as negative or bad is regarded as being
at the bottom or in a “down” position (Veldsman et al., 2016). The term “up” is
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perceived as a metaphor for positive leadership behaviour such as positive states of
confidence or positive self-esteem. The problem is that leadership humility is
perceived as a weakness or “down” score, whereas humility in terms of emerging
theories about effective leadership, such as authentic or service-oriented leadership
is regarded as being positive or “up”.
Veldsman et al. (2016) pointed out that conflated narcissist leadership based on
“hierarchical power, authority, confidence and self-esteem with the larger-than-life
image” is directly related to company failures. Various organisational stakeholders
have fallen prey and “paid dearly” for appointing narcissist leaders who are destructive
and ego-centric (Veldsman et al., 2016: 33).
3.6.3.2

External Pressures Contributing to VUCA-toxic and Narcissistic
Leadership

Veldsman et al. (2016: 351) identified external pressures influencing moral and ethical
leadership as a major factor contributing for toxic leadership. Spiritual intelligence is
regarded as a counter-measure to toxic leadership. In the context of external
pressures, spiritual intelligence is a multi-faceted integration process that guides
leaders between the inner self and convictions and the outer life and work pressures
(Zohar & Marshall, 2012; Gardner, 1999).
Shareholder pressure is a major contributor to unethical leadership practices
(Veldsman et al., 2016: 351). The case of Philip Condit, former CEO of Boeing, was a
prime example. Condit sacrificed “healthy relationships with customers, employees,
home-towns and long-term investors” to act in the interest of “maximizing value for his
multitude of anonymous owners” (Roger, 2011: 45). Condit initiated the relocation of
Boeing Headquarters to Chicago, after 85 years in Seattle, for increased profits and
earnings. The relocation scandal included procurement corruption and industrial
espionage that resulted in various extraordinary fines, imprisonments and the forced
resignation of Condit (Roger, 2011: 46).
Roger (2011: 46) introduced the NINJA principles to which executive leaders fall prey
as a result of external shareholder pressure. The NINJA principle stands for “noincome, no-job, no-assets” in financial and mortgage services when shareholder
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capital value over-rides ethical leadership (Roger, 2011: 46). Leaders become
“inauthentic” when pressurised to perform even at the cost of destructive customer
relationships, retrenchments of loyal employees and environmental destruction in their
striving to meet financial targets and expectations (Roger, 2011: 46). Roger (2011: 45)
explained the executive leader’s predicament when informed, upon appointment, that
increasing shareholder values is a core leadership function. Often, extreme pressure
is driven by shareholders who are “faceless, nameless people represented by fiduciary
institutions that can and will terminate the relationship at any time, without warning or
explanation” (Roger, 2011: 46).
3.6.3.3

Hyper-competitive Advantage Trap

Various factors such as globalisation, declining economies and new entrants to the
economy contribute to the hyper-competitive advantage trap where leaders fall prey
to toxic, destructive and unethical practices (Upadhyay, 2018, Elmi & Davis, 2018,
Shibulal, 2014; Northouse, 2010). Westbrook, Arendall and Padelford (2011: 289)
distinguished between different types of competitiveness:
•

Negotiator competitiveness is based on co-operative behaviour that includes
“problem-solving, sharing of information, probing to understand intrinsic needs,
active listening, making concessions, showing fairness, and seeking out
similarity with an opposing party” (Westbrook et al., 2011)

•

Competitively oriented negotiators are focused on maximising individual
outcomes by means of attacking and defensive tactics. Competitively-oriented
negotiators demonstrate “inflexibility, exploiting their power bases and use
threats, punishment and intimidation” (Deutsch & Krauss, 1962). Competitivelyoriented negotiators are prone to compete over hierarchical positions, deploy
persuasive argumentation, use heuristic trial-and-error concession patterns
and employ extreme demands (Druckman, Olekalns & Smith, 1997). Personal
goals are used to destroy opponents’ aspirations and expectations. Tactics are
“deleterious to the relationship, end with less than optimal outcomes for both
parties, and can result in an impasse” (Westbrook et al., 2001)

•

Personal development competitiveness refers to a hard-working achiever who
is self-sufficient in terms of material success leading an exciting and challenging
life. A distinctive attribute is their concern with self-discovery, self-improvement,
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and task-mastery as opposed to comparisons with others. Colleagues are
perceived as contributors to personal discovery and learning opportunities and
not as threats (Westbrook et al., 2011)
•

Hyper-competitiveness refers to hyper-competitive individuals who “value
achievement, hedonism, power, stimulation, and self-direction”. Such
individuals effectively use social power to dominate and control others. The
risks include that winning is targeted “at any cost as a means of maintaining or
enhancing feelings of self-worth”. Tactics used include manipulation,
aggressiveness, exploitation, and denigration of others. The relevance for this
study is that the leadership behaviour is based on ego-centric achievement
where the leader is biased towards “own-self” and “own-favour”. Strategies
used by hyper-competitive individuals include “strongly mistrusting their
opponent and framing the negotiation negatively, leading to risk-seeking
behaviour in an attempt to mitigate losses” (Westbrook et al., 2011)

Examples of unethical leadership practices driven by the hyper-competitive
advantage trap include:
•

Lance Armstrong’s disqualification from seven, Tour de France, cycling
victories after admitting that he used performance-enhancing drugs (Gibson,
2012).

•

The involvement of Volkswagen in a scandal involving carbon dioxide
emissions testing (Hotten, 2015; Harper, 2018).

•

US pharmaceutical giant, Johnson & Johnson, being ordered to pay billions
during 2018 in a talc cancer case for withholding vital information from
customers (IOL News, 2018).

•

Fourteen executives of the Fédération Internationale de Football Association
(FIFA) were charged with corruption and fraud when awarding the soccer world
cup tournament to host countries (BBC News, 2015).

•

The Australian National Cricket Team scandal regarding ball-tampering while
playing an international cricket test in SA (Holmes, 2018).

The consequences of unethical leadership are a theme throughout this study, but the
examples above had grave implications for role-model behaviour that erodes trust and
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integrity, excessive financial loss and serious threats to the environment. The
Volkswagen scandal alone resulted in financial loss of €6.4 billion after recalling 11
million vehicles globally. Furthermore, the Environmental Protection Agency (EPA)
had the authority to impose a €18 billion fine on Volkswagen (Hotten, 2015). The
enormous task of regaining customer trust cannot be valued in monetary terms. The
cost of individual car-owners and shareholders possibly instituting legal action can also
not be calculated (Hotten, 2015). Based on the emissions scandal, Volkswagen
experienced its first, quarterly financial loss in 15 years. The financial loss in October
2017 was €2.5 billion (Hotten, 2015). Harper (2018) reported that Volkswagen was
fined £1.2 billion, the biggest fine ever imposed on a European company. Volkswagen
agreed to a settlement of £12.3 billion just for the US market segment (Harper, 2018).
Disgraced, former Volkswagen CEO, Martin Winterkorn, faced conspiracy and fraud
charges for his involvement (Harper, 2018).
The US pharmaceutical giant, Johnson & Johnson, was ordered to pay $4.69 billion
(approximately R61 billion) in damages in a lawsuit representing 22 women and their
families. Johnson & Johnson sold talc that contained asbestos and caused cervical
cancer (IOL News, 2018).
The pressure applied by Australian Prime Minister on the Chairperson of Cricket
Australia to institute urgent action in the ball-tampering scandal underscored the
severe and detrimental effect when a country’s national sports team is involved in
unethical behaviour (Holmes, 2018). The core issue relevant to this study is
summarised in the statement by Simon Longstaff, Head of the Australian Ethics Centre
about the ball-tampering (Holmes, 2018):
It's an inability to recognise the small things that start to change the seeds of some
deeper corruption of a core set of values and principles… a type of deviance
becomes normalised.

Price (2000: 177) pointed out that ethical failures involve leaders in private, public and
non-profit sectors. Price (2000: 177) referred to the example of President Clinton’s
cabinet member, Mike Espy, who resigned under a cloud of ethical misappropriations
regarding public office abuse for personal gain. Another high-level example was that
of Clark Clifford who was an advisor to three US Presidents. Clifford was also an
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accredited Fortune 500 lawyer and international lobbyist who ended his career in
ethical failure (Price, 2000: 177). William Aramony, President of United Way was an
executive leader in the non-profit sector who failed ethically. Aramony “lived lavishly
and romanced women with thousands of dollars of the charity's money'' (Price, 2000,
Barringer, 1992). Aramony was sentenced to seven years’ imprisonment for
fraudulently embezzling “$1.2 million of the charity's money to pay for a romance with
a teen-age girlfriend and other benefits for him and friends” (Arenson, 1995).
3.7

THE CONCEPT OF GOVERNANCE AND CORPORATE GOVERNANCE

The word “Governance” originated from the Greek term, kubernan, meaning “steering”
(Kjaer, 2004). In modern organisations, the concept of governance has shifted from
ownership towards control and management by various members. Governance refers
to shareholder or stakeholder concerns and the legitimacy to exercise effective
influence. The discipline of corporate governance guarantees a fair return on
investments by receiving protection from illegitimate concerns (Schleifer & Vishy,
1997). Furthermore, Bojic (2011) argued that stakeholders should be assured that
interests are safe-guarded by ethical leadership. Ethical leadership implies effective
leadership that is accountable for guiding and monitoring an organisation’s activities
within a framework of ethical decision-making, transparency, and following the rule of
law (Bojic, 2011).
A broader overview of governance can be defined in two categories. Firstly,
governance refers to a set of behavioural patterns including efficiency, growth,
stakeholder interaction and structures. The second category is the normative
framework referring to the rules under which the organisation operates, influenced by
external sources such as the legal system or financial markets (Upadhyay, 2018).
Corporate governance refers to the “complex set of constraints that determine profits
generated by the firm in the course of relationships” (Luigi, 1998) underlined by the
purpose of will-power by the organisation and the allocation of value among
stakeholders (Upadhyay, 2018). Maw, Horsell and Graig-Cooper (1994) referred to
corporate governance “as a subject, as an objective, or as a regime to be followed for
the good of shareholders, employees, customers, bankers and indeed for the
reputation and standing of our nation and its economy”.
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The Organisation for Economic Co-operation and Development and the European
Central Bank (OECD, 2005; European Central Bank, 2004) defined corporate
governance as follows:
Procedures and processes according to which an organisation is directed and
controlled. The corporate governance structure specifies the distribution of rights
and responsibilities among the different participants in the organisation – such as
the board, managers, shareholders and other stakeholders – and lays down the
rules and procedures for decision-making.

3.7.1

Defining Ethical Governance

Ethical governance is a relatively new term derived from two concepts: “ethics” and
“governance”. The history and origin of ethics have been discussed in Chapter 2.
“Ethics” in governance refers to integrity, legitimacy, accountability and the adherence
to morally acceptable behaviour. Furthermore, ethics refers to ethical values applied
in conduct, decision-making and relationships between internal and external
stakeholders or the community (House of Commons, 2007; King IV Report, 2016).
“Governance” refers to the governing body that is held accountable for execution and
supervision of an organisation, ranging from a board of a company, to a board of a
retirement fund, an accounting authority of a state-owned entity, sporting entities or a
municipal board. The governing board is to achieve governance outcomes referring to
the advantages of good corporate governance for the organisation by means of an
ethical culture, good performance, legitimacy and effective control (King IV Report,
2016; Legislative Assembly, 2016). Ethical governance guides, and is practised by,
leaders within an ethical framework. Ethical leadership attributes include integrity,
competence, responsibility, accountability, fairness and transparency (King IV, 2016).
Furthermore, ethical governance entails the prevention and anticipation of outside
influences that are detrimental to an organisation in a manner that is responsible to
the economy, society and the environment (King IV Report; The Coca Cola Company,
2016).
3.7.1.1

Necessity of Ethical Governance

The necessity of governance has increased as globalisation has developed
(Mohamed, 2004) and extensive access to capital, consumers, and technological
advancements by organisations has encouraged foreign investments (Upadhyay,
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2018). The impact of 4IR is disrupting traditional perspectives of governance and
highlights the necessity to adopt and reform governance codes, policies and practices
(Elmi & Davis, 2018). Ethical governance, or what Upadhyay (2018) referred to as
“ethical climate”, is needed urgently to provide security for investments in emerging
markets. Corporate governance is obliged to address the following necessities:
•

Organisations are answerable to citizens, shareholders and communities (IMB,
2017) and social media have increased awareness of corporate scandals;

•

Vigilant law enforcement leads to increased oversight of financial, technical and
human resources and legislative pressure to prevent governance failures
(OECD, 2013).

Leaders are obliged to attempt to systemise their administrative, financial and
operational divisions by undertaking accountable, transparent, effective and ethical
operations. The systemisation of operations is to protect minority shareholders and
maximise shareholder value (Upadhyay, 2018).
3.7.1.2

Importance of Ethical Governance

Globalisation leads to changes amongst organisations and various operators
concerning ethical governance and leadership responsibilities. Corporate governance
is a significant factor that enhances economic growth, improves human development
and reduces poverty, which leads to more stable political systems (Altin, Kizildag,
Özdemir, 2016). Ethical governance is important in the context of economic turmoil,
the rapid rise of the fourth Industrial Revolution and the global leadership crisis
(Shibulal, 2014; Hartswoord, Grimpe, Jirotka & Anderson, 2014; Harrow, 2009).
Deregulation, or the removal of controls, to enhance economic growth led to wider
opportunities for leaders to raise capital (PwC, 2018). The increased competition for
capital led to higher pressure on organisations to increase economic gain.
Furthermore, deregulation affects organisational performance, including the
performance and responsibilities of the board (PwC, 2018). Failing to comply with
ethical governance standards leads to the restriction of access to capital markets for
banks, possible damage to reputation and loss of stakeholders. If organisations
comply with ethical governance standards and demonstrate social good (CSR), 60%
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of global consumers are willing to pay higher prices. The integrity of organisations
influences the participation of shareholders and clients (Price, 2017).
Capital suppliers have emerged midst opportunities to improve returns as secure
foundations lead to growth. Empirical evidence has shown that well-governed
organisations attract premium estimates. Adherence to ethical governance standards
leads to positive outcomes and lower borrowing costs based on favourable evaluations
of organisations by rating agencies (Upadhyay, 2018).
The investment process is affected by three stages of practice in governance
(Upadhyay, 2018):
•

Transparent disclosure;

•

Secure methods of ownership and effective investment protection;

•

Procedures for ethical decision making.

Ethical governance eradicates corruption by demanding transparency and
accountability in all facets of organisations (Bertin, 2011; Puri & Nichol, 2015).
According to Price (2017), accountability, transparency and trust are essential
leadership attributes to secure ethical governance foundations for successful
organisations.
a) Accountability as a Core Leadership Attribute
Bovens (2005) described accountability as the relationship which exists between a
forum and an actor. The relationship is stipulated by obligation, power to question or
pass judgement and sanctions. The lack of accountability within organisations leads
to corrupt administrative structures without control or authority. Accountability excess
refers to overloaded accountable mechanisms that creates goal displacement. The
goal of accountable structures ought to be to achieve balance between effective
control and fluent movement (King IV, 2016).
Although various types of accountability exist, Romzek and Ingraham (2000) identified
the following types of accountability which were significant for this study:

192

•

Legal accountability: involving external bodies premised on the rule of law (the
legislature and courts);

•

Professional accountability: involving professional institutions which monitor
others according to certain standards (Internal or external audits);

•

Hierarchical accountability: within a “chain of command” referring to a pyramid
structure premised on efficiency and values;

•

Political accountability: between voters and public servants – “the principle of
hearing and being heard” plays an important role (Council of Ministers,
municipalities);

•

Personal accountability: requiring alignment of values and behaviour to an
organisational/public code of conduct.

Accountability is regarded as a central pillar of ethical leadership also in The King IV
Report (2016). According to the King Report (2016), accountability refers to the
obligation to answer for the execution of responsibilities. The King IV Report (2016)
includes a vital leadership principle to enhance ethical governance in that
accountability cannot be delegated or passed on to others. However, responsibility
can be delegated “without abdicating accountability for that delegated responsibility”.
Upadhyay (2018) agreed with the notion that prohibits delegating accountability and
identified accountability as a vital building block for effective ethical governance.
b) Transparency as a critical process for governance
Elkington, Van der Steege, Glick-smith and Breen (2017: 25) used a quotation from
Socrates that "the unexamined life is not worth living for a human being” to indicate
the value of ethical governance in a VUCA, globalised environment. As a result of the
rapid speed of globalised business cycles in the 21 st century and pressure to keep up
with transparent structures, leaders have less time to reflect on decisions, seek advice
or evaluate decisions on moral outcomes (Elkington et al., 2017). Henriques (2007)
argued that multiple theories of truth reinforce the notion of governance. According to
Henriques (2007), the following theories of truth can be used to explain underlying
governance elements:
•

Correspondence Theory: realities relating to truthful statements;

•

Coherence Theory: internal verification of information;
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•

Consensus Theory: truth according to disciplines – the court or scientists;

•

Constructive Theory: truth as a social process discovered in groups;

•

Pragmatism Theory: what the truth is in practice.

Based on preceding notions of globalisation and the mounting incidence of unethical
leadership, Pretorius (2013) forecasted an “era of total transparency” that will require
full disclosures from leaders and boards. Transparency is never absent from trust as
it is strongly related to ethics. Heald (2006) provided a practical theoretical framework
to describe the integrative and interwoven transparency process as follows:
•

Transparency upward: The leader observes the behaviour of an employee. This
is based on a hierarchy or is associated with surveillance;

•

Transparency downward: The employee observes the actions of the leader.
This is appropriate in a governance context and accountability plays an
important role;

•

Transparency outwards: Subordinates inside organisations observe actions of
those outside the organisation. This refers to organisational control;

•

Transparency inward: Those outside the organisation observe events inside the
organisation.

The King IV Report (2016) included an all-embracing definition of transparency in the
context of ethical governance as being “the unambiguous and truthful exercise of
accountability such that decision-making processes and business activities, outputs
and outcomes (both positive and negative) are easily able to be discerned and
compared with ethical standards”. In cases such as BP Deepwater Horizon or Satyam
Computer Services, leaders deliberately chose not to communicate via transparent
structures by side-stepping their ethical commitment towards stakeholders (Elkington
et al., 2017). Greater transparency is an ethical requirement for all leaders in the 21st
century, particularly in regard to digital technology and cyber security (Veldsman et
al., 2016; Elkington et al., 2017).
3.7.2

Corporate Governance Failures

Enron was an American organisation, based in Houston, involved in the business of
gas pipelines (Veldsman et al., 2016). According to the Economist (2000), the Enron
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leadership team was perceived as arrogant, over-ambitious and sycophantic and, in
1998, queries were raised about the sustainability of Enron’s success. The
organisation wrote off $537 million after a dispute over contracts in North Sea Gas.
Enron further bought Portland General Electric but it was evident that the organisation
was over-stretched. After a failed merger attempt as a result of financial sceptics,
trading margins collapsed. When Moody’s rated Enron’s credit as being just above
junk status, Enron’s shares fell by 19% and the organisation lost a further $1.2 billion
in capital. After 55 million shares were sold, the organisation collapsed owing to a lack
of transparency and filed for bankruptcy (Solomon, 2007; Jickling, 2003; Li, 2010).
According to the founder of the organisation, the reason for the fall of Enron was overeagerness (Solomon, 2007). Shortly after the collapse, 20 class action lawsuits were
filed with accusations of material mis-statements in financial reports, fraud, and insider
trading. The founder and other executives were found guilty on charges of fraud,
money laundering and conspiracy with the intention of self-enrichment (Solomon,
2007).
Parmalat was another global organisation that fell prey to unethical leadership and
lacked governance. During 2003, the Italian organisation that specialised in long-life
milk, operated in 30 countries and employed 36 000 people (Tran & Jay, 2004). After
being audited, it appeared that an amount of €3.9 billion was not in the bank account
located in the Cayman Islands. Parmalat had forged and falsified the documentation
(Melis & Melis, 2004). As a result, Parmalat shares became worthless in 2004 after
the initial value was €1.8 billion. Pre-tax earnings enabled Parmalat to survive the
financial crisis (Solomon, 2007).
Further to the time-line of examples of unethical leadership above (Graham, 2018) as
well as the earlier, comparative analysis of VUCA-toxic leadership (Prinsloo & Bowker,
2018), recent governance failures include the global retail group, Steinhoff. The share
prices of Steinhoff collapsed by 90%, leading to the loss of approximately €10 billion
in shareholder value following exposés of accounting fraud. Steinhoff was listed on the
Johannesburg Stock Exchange and the Frankfurt Stock Exchange in Germany. CEO
Markus Jooste has since been investigated for allegations of fraudulent accounting
(Bonorchis & Kew, 2017; Graham, 2018).
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Another recent South African governance failure was that of accounting firm KPMG
which, according to Abedian (2017), “corrupted the very underpinning of corporate
governance and the reputational reliability of the external audit function per se, and
did so over an extended period of time in the face of evident financial and business
malpractices of its clients”. A growing body of evidence implicating the international
involvement of Bell Pottinger, McKinsey, SAP and KPMG shows the wide-spread
occurrence of corruption in public, private, state-owned enterprises and professional
firms (Abedian, 2017; Shoaib, 2017).
3.7.3

Practical Application-based Lessons

Based on a comparative analysis of the governance failures by Enron, Parmalat,
Steinhoff and KPMG, the following common factors played a major role in the damage
or collapse of the multi-national organisations.
•

Unfettered power of the chief executive: Enron’s chief executive was separate
from the chairman of the board, as is the case in many American governance
models, which led to the increase of individualism in decision-making. The
Higgs Report (2003) and the South African King IV Report (2016) can be used
to improve the effectiveness of an organisation’s board in order to protect and
benefit the stakeholders.

•

Weak, non-executive directors: In the case of Enron and Parmalat, the nonexecutive members did not detect fraudulent accounting through the internal
audit function (Soloman, 2004).

•

Excessive remuneration: Enron paid $320 million in bonus payments ten
months prior to its collapse. Furthermore, investigators questioned the
intentions of the payments as they could be linked to bribery (Eichenwald,
2002).

•

Conflicts of interest: Enron’s audit committee chairman was married to a
senator, so they received large donations from the organisation. A member of
the audit committee, Lord Wakeham, had a consulting contract with Enron,
which raised suspicion about various absent internal audits and failure to detect
unethical behaviour (Soloman, 2004).
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•

Weak, corporate governance and the failure of the board: It is evident that
Enron’s board was functioning with fraudulent content. The internal audit
committee did not perform, and financial reporting failed (Soloman, 2004).

•

Unethical activity: “Death Star” refers to “arranging power sales to flow in
opposite directions, so that Enron could collect fees for transporting electricity
when it had not done so” as found by the Federal Energy Regulatory
Commission after the organisation’s downfall. In the case of Parmalat and
Steinhoff, leadership engaged in intentional, unethical behaviour for selfenrichment or deception. KPMG’s scandal is a conundrum of corrupt patterns
involving the Guptas and conflict of interest (Rossouw, 2017).

The practical, application-based lessons are linked directly to the literature, reviewed
above, referring to destructive narratives including indifference, anger, arrogance,
constant comparison, self-gratification, intemperance and greed. Furthermore, the
unethical leadership examples reflect factors of counter-productive work behaviour,
moral dis-engagement and narcissistic leadership styles propelling vicious cycles of
corruptive behaviour that led to the fall (or reputational damage) of the multi-national
organisations, as discussed above.
3.7.4

The Influence of Corruption on Global Governance

Corruption refers to trusted power used for private gain. Systemic corruption is
problematic to assess and complex to resolve. The wide-spread occurrence and
complexities were highlighted earlier by reference to cases of Heads of States that
were implicated in corrupt incidents as shown in Table 3.4. Factors of corruption
undermine property rights, weaken the rule of law, prevent private sector growth,
eliminate reasons for investing, break institutional capacity, and delay political,
economic and social development (Campos & Pradhan, 2007). The damage caused
by corrupt state capture in the context of developing economies, such as SA, refers to
payments for government leaders to manipulate the regulatory environment in order
for perpetrators to gain market control (Sullivan, Wilson & Nadgrodkiewicz, 2003).
Ksenia (2008) identified the following three types of corruption:
•

Bureaucratic corruption: bribery of officials;
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•

Political corruption: political leaders taking bribes to abuse their power;

•

Grand corruption: Abuse of public power by heads of states (Ksenia, 2008).

The Organisations for Economic Co-operation and Development (OECD, 2017)
comprises 36 member countries from North and South America, Europe, and AsiaPacific, including emerging and developing economies such as Mexico, Turkey, Africa
and Asia (OECD, 2017). The OECD (2017) work group on bribery reported the
following global data:
•

125/443 individuals were sentenced to prison on accusations of fraud and 158
entities were found guilty of foreign bribery between 1999 and the end of 2016.

•

53 individuals and 95 entities were facing accusations for administrative and
civil proceedings.

•

121 individuals and 235 entities were accused of criminal, administrative and
civil cases (foreign bribery, money laundering or false accounting).

•

500 investigations were on-going involving 29 parties.

The World Bank (1997) made a significant observation that corruption is more
prominent in countries with weak anti-corruption laws, especially in emerging markets.
This statement is linked to ethical governance as an important driver in reducing
corruption because standards of governance play an important role in preventing and
countering unethical governance (OECD, 2007). Xun (2005) also found a link between
corruption and poor governance and claimed that it was foreseeable because of the
lack of an accountable and transparent culture perpetuated by unethical leaders and
boards.
3.7.5

Effective Measures to Combat Corruption and Prevent Poor
Governance

Powell (2015) stated that SA was one of the most corrupt countries on the continent.
Failure to comply with effective compliance measures increases corruption which
demolishes economic growth, human development and opportunity (Anti-Bribery and
Corruption Compliance, 2018). Ethical leaders instil ethical cultures within
organisations to eliminate corrupt actions and adapt to rigorous compliance to
safeguard their organisations from toxic employees (Powell, 2015). Organisations in
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SA which adapted or implemented anti-bribery compliance programmes, provided
ethics training for employees, and conducted due diligence, reported fewer cases of
bribery in contrast with those who did not (Powell, 2015). From the variety of
governance procedures and structures available globally, the latest South African
Protection of Personal Information Act (POPI) framework and the UK Bribery Act of
2010 were selected for consideration for the purpose of this study.
3.7.5.1

Protection of Personal Information Act (POPI)

According to Powell (2015), a lack of compliance enforcement (regulatory environment
considered as a variable in this study) was one area in which SA is lacking. Kelly
(2018) strongly argued that “the key to success will be really strong data governance”.
The POPI Act concerns any organisation that stores or holds any form or personal
data. The act protects personal information and ensures that accountable governance
strategies are in place. Furthermore, the act holds organisations responsible for
managing security and storing data appropriately (Corruption Watch, 2016). The POPI
Act is an effective mechanism to prevent increased cyber-attacks in South African
small, medium and large enterprises. In 2017, 30 million South Africans were affected
when a data breach leaked identity numbers. Compliance with the POPI Act is
complex but it will prevent ransomware attacks (Kruger, 2017).
Failing to comply with the POPI Act could lead to fines of up to R10 million, criminal
prosecutions or seizing organisations to process personal information (Wonfor, 2018).
The complexity of the POPI Act and other compliance structures has substantial
impact on many functional areas including IT, HR, procurement and operations
(Opland & Moodley 2013). Ethical leaders ought to meet the challenge and implement
the following steps according to Opland and Moodley (2013):
•

Establish a multi-functional committee.

•

Provide awareness training for employees.

•

Carry out a gap assessment.

•

Plan and budget for implementation.

Furthermore, the POPIA Team (2018) advised ethical leaders to show support for
compliance changes openly; use their influence inside and outside the organisation to
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steer the change; to understand the strategic benefits and accept accountability for
implementing change and ensure effective communication with all role-players. Figure
3.6 illustrates the role of an ethical leader when implementing compliance structures.
Figure 3.6: Ethical Leader's Role in Compliance

Source: POPIA Team (2018)
According to Wonfor (2018) the POPI Act makes good business sense and “if a
business is found to be non-compliant, its reputation becomes tarnished and people
are less likely to want to do any business with them”. Organisations should be led
ethically, effectively and comply with the demands of the regulators (TeBrugge, 2017;
Opland & Moodley, 2013). The eight conditions for lawfully processing personal data
are: accountability, processing limitation, purpose specification, further processing
limitation, information quality, openness, security safeguards and data subject
participation (SEIFSA, 2018). Ethical leaders envision disruptive challenges and
demands and react positively by implementing compliance structures to maintain a
lawful and ethical organisation (SEIFSA, 2018).
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3.7.5.2

UK Bribery Act 2010

The UK Bribery Act 2010 “establishes company liability for corrupt acts committed by
persons acting on behalf of the company”. The bribery act forbids bribery of public
officials and organisational bribery (Elvin, Roberts, Wunnemann & Faber, 2017). The
UK Bribery Act is authorised with global jurisdiction over liability for acts of corruption
anywhere in the world. Unlike the American model, Foreign Corrupt Practices Act
(FCPA), the UK Act considers small and large bribery payments as equals and is
regarded as the strictest anti-bribery legislation globally (Elvin, Roberts, Wunnemann
& Faber, 2017). All 34 OECD countries adopted an agreement aimed at eliminating
commercial bribery of government officials as introduced by the UK Bribery Act
(Dehner & Gwyther, 2011).
The UK Bribery Act affects South African organisations which are listed on the London
Stock Exchange (LSE), are subsidiaries or have business in the UK. The UK Bribery
Act provides six principles to appropriate prevention procedures (Thornton & Alberts,
2012):
•

Proportionate procedure: The procedures to prevent bribery of employees
should be aligned proportionately with the Bribery Act.

•

Top-level commitment: The leadership in the organisation should be committed
to prevent bribery and create ethical cultures including anti-bribery strategies.

•

Risk Management: Organisations ought to assess the extent of potential
exposures to external and internal risks of bribery.

•

Due diligence: Organisations must adapt due diligence processes including
recruitment processes.

•

Communication: Policies and procedures must be communicated and relevant
training provided in order to prevent bribery.

•

Monitoring: Regular monitoring and reviewing of procedures to prevent bribery
is a necessity.

Failing to comply with or implement the six guidelines as provided by the UK Bribery
Act and the detection of a bribe or corrupt actions will lead to severe penalties for
individuals or organisations (Thornton & Alberts, 2012). The robust approach affects
sub-contractors, employees, agents or suppliers and has implications for South
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African organisations doing business in or with the UK. The UK Bribery Act regards
bribery and corruption as a global challenge, demolishing economies and destabilising
international markets. It is furthermore regarded as one of the strictest acts, proactively promoting ethical cultures and setting the tone for not tolerating corruption
(den Hartigh, 2012). It furthermore strengthens the implementation of high ethical
standards and levels the playing field for organisations that are committed to ethical
business practices (Transparency International UK, 2018). The exceptional
jurisdictional reach of the UK Bribery Act makes it “a landmark piece of legislation in
the battle against corruption” (Sohlberg, 2011).
The Popi Act and the UK Bribery Act ensure that leaders comply with the regulations.
Failure to meet the compliance regularities will lead to penalties for leaders or
organisations. The Popi Act and the UK Bribery Act force leaders and boards to comply
with ethical standards as discussed in the following section.
3.7.5.3

The Role of the Governing Body

According to the United Nations (2014), corporate governance involves a two-pronged
approach: Firstly, it involves monitoring and, secondly, it requires the accountability of
the governing body to protect and enhance stakeholder inclusiveness and
engagement. Corporate governance is a combination of various principles: direction;
executive action; supervision, accountability, inclusiveness, coherence, responsible
sovereignty and transparency (Wixley & Everingham, 2015; United Nations, 2014;
Tricker, 1984). Figure 3.7 illustrates the primary role of the governing body.
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Figure 3.7: Primary Role of the Governing Body

Source: King IV Report (2016)
The role of the governing body is to engage with stakeholders according to their
responsibilities (King IV Report, 2016). Stakeholder inclusion is a high priority of the
governing body and its decision-making processes (King IV Report, 2016). The
various aspects of stakeholders’ interests need to be considered against the
background of ethical leadership as selected variables for this research study.
The governing body is central to ethical governance (Wiese, 2017). The board, which
functions as the governing body consists of executives and non-executives whose
functions are dependent on trust and sound ethical consideration, competent nonexecutive members, an effective chair and smoothly organised meetings (Wiese,
2017). Boards can have a two-tiered or unitary structure. The two-tiered board has
clear distinctions between the supervisory and the management roles of the board
(Adams, Hermalin & Weisback, 2009). In the unitary board the roles are combined.
Both structures have benefits and should be adapted according to organisational
expectations. The unitary board results in close relationships and better informationflow between role-players, while the two-tiered board leads to clear and formal
distinction between roles (Adams, Hermalin & Weisback, 2009). The responsibility of
the board is corporate governance as stipulated by the OECD (2004) below and is
consistent, regardless of which type of board is adopted by an organisation:
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•

Guide corporate strategy;

•

Monitor effectiveness of corporate governance practices;

•

Oversee and ensure succession planning;

•

Align remuneration and executives with the long-term interests of the
organisation;

•

Ensure transparent board election processes;

•

Monitor potential conflicts of interest;

•

Ensure integrity of various systems;

•

Oversee overall disclosure and communication.

The board’s function is to enhance ethical governance by creating an ethical culture
in which executive leaders are committed to building trustworthy, legitimate, adequate
and performance-oriented organisations through comprehensive strategic policies,
disclosure and oversight (The King IV, Report, 2016). Wiese (2017) argued that ethical
governance is achieved when boards are able to balance governance procedures and
day-to-day operations. Balanced attention to sound ethical consideration and
performance usually leads to successful, sustainable organisations (Wiese, 2017).
Organisations operating without ethical practices might lead to destruction or
reputational loss as in the cases of Enron, Parmalat, Steinhoff and KPMG. Boards
over-emphasise attention to ethical governance procedures might lead to slow,
frustrating and impractical decision-making and low performance outcomes. Richard
Branson, founder of Virgin Atlantic, withdrew from formal stock exchange policies
within a year owing to the strict governance procedures which hindered “his decisionmaking, slowing down his ability to ‘make things happen.’” For Branson, the ethical
systems did not meet the expectations of shareholders (Gibson, Ivancevich, Donnelly
& Konopaske, 2012; Solomon, 2007).
The balance between reasonable policymaking, performance roles and
executive supervision (accountability) is the secret to effective and ethical
organisations (Wiese, 2017; Tricker, 2009). Ethical leaders meet the standards
of compliance and are effective in achieving organisational success (Wiese,
2017). In order to establish an effective organisation, boards ought to decide
which framework to follow when leading an organisation.
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3.7.6

Theories of Governance Frameworks

Three theories of governance have been discussed below: Agency Theory;
Transaction Cost theory and Stakeholder Theory. The theories of governance are
relevant to defining the role of the governing body in order to meet standards of
compliance and eliminate unethical behaviour.
3.7.6.1

Agency Theory

Extensive research has been conducted about the Agency Theory and specifically the
“agency problem” (Berle & Means, 1932). The agency problem refers to the roles of
the managers of an organisation, as the agents, and the shareholders, as the
principals, being disrupted. The principal fails to delegate day-to-day operations, such
as decision-making, creating frustration, confusion and mistrust between the two
parties. The decisions made by principals are not necessarily in the best interests of
the agents. A lack of awareness creates mis-alignment between the two parties
resulting in conflict (Forbes-Pitt, 2011).
In modern organisations, Agency Theory is safe-guarded by formal documentation
regarding fiduciary relationships and the protection of assets (Ingram, 2018). Financial
organisations are given authority to generate shareholders’ wealth on their behalf
(Investopedia, 2018).
3.7.6.2

Transaction Cost Theory

The Transaction Cost Theory refers to the situation where an organisation has become
too large, substituting cost for outsourcing production (Business Dictionary, 2018).
Market transactions are removed and the management team controls and coordinates production, “in other words [it] is the way in which the company is organised
that determines its control over transactions” in the best interest of the organisation
(Coase, 1937; Business Dictionary, 2018).
The emphasis of the Transaction Cost Theory is on the “human element” regarding
rational behaviour (Business mate, 2014). In traditional economics, Transaction Cost
Theory is regarded as rational profit maximisation by management. Furthermore, the
theory highlights the notion of opportunism and the need to “organise transactions so
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as to economise on bounded rationality while simultaneously safe-guarding the
transactions in question against the hazards of opportunism” (Williamson, 1999).
Relying on rationality and opportunism as part of a manager’s task to organise
transactions in the best interest of the organisation and to seek every advantage in
any circumstance for self-interest or organisational gain might prevent potential
investors from investing in the organisation out of concern for self-enrichment. Both
the Agency and Transaction Cost Theory make use of management systems to
enhance outcomes leading to an egoistic stereotype of reality (Solomon, 2007).
3.7.6.3

Stakeholder Theory

Stakeholders refer to individuals or groups affected by an organisation’s decisions,
outcomes and actions. Internal or material stakeholders refer to parties affected
directly, including the governing body, management, shareholders or employees (King
Report, 2016). External stakeholders include trade unions, customers, suppliers,
government and consumers. Freeman (1984) introduced the idea of including
accountability as part of “paying attention to key shareholder relationships” (Freeman,
2010). Extensive research has shown the benefit of including consideration of the
environment, communities, employees and shareholders in decision-making
(Parsons, 2001; Morgan & Hunt, 1994; Williamson, 1975). Research indicated that
philosophical, ethical, economic and political sciences have contributed to Stakeholder
Theory (Wheeler, Colbert & Freeman, 2002). Rio Tinto (2004) reported:
The business case underpinning our commitment to sustainable development has
become more compelling. Companies that maintain high standards across the full
spectrum of their social, environmental, economic performance have shown that
they attract the best people to enhance the motivation and commitment of their
employees and sustain the loyalty of their customers. They typically enjoy strong
relationships with other stakeholders and benefit from a stronger corporate
reputation. All these add to shareholder value.

The Stakeholder Theory has gained more attention over the years as a result
of unethical behaviour leading to stakeholder disappointment (Eskerod,
Huemann & Ringhofer, 2015). “Stakeholder inclusiveness” was a new term
referred to in the King Report (2016). Stakeholder inclusiveness refers to the
legitimacy, reasonable needs, expectations and interests of all material
stakeholders as managed by the governing body over a period of time. The
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stakeholder inclusiveness approach provides equality for all sources of value
creation (King Report, 2016). The new approach incorporates social
relationships and replaces the shareholder-centric approach to create
transparent and accountable cultures leading to sustainable organisations
(Wiese, 2017). A stakeholder relationship is a fresh approach to ethical
governance as it guides governing bodies to ensure stakeholder inclusiveness
by means of effective and transparent communication. The strategic direction
of the governing body is communicated to stakeholders to protect and build
trust in the organisation and to enhance organisational reputation and
legitimacy (Henstock, Van Vliegen & Gilman, 2016).
Stakeholders should not be treated as instruments to serve shareholders but are
valued for decision-making in the interest of the organisation (The King IV Report,
2016). The King IV Report (2016) recommended participation in decision-making as
follows:
•

Direction: Determine how stakeholder relationships should be approached and
conducted.

•

Policy: Approve and support stakeholder engagement.

•

Exercise on-going oversight:
o Stakeholder risk and management;
o Formal

mechanisms

for

engagement

and

communication

with

stakeholders;
o Evaluate material stakeholder relationships and outcomes.
According to Proimos (2005), “the biggest losers” in corporate scandals resulting from
negligence, corruption or unethical behaviour are the stakeholders. Veldsman et al.,
(2016) argued that the tide has turned on organisations and that the psycho-social
dynamics and psycho-social contract regarding stakeholders as “subordinates” has
transformed towards regarding them as “followers”. Stakeholders influence pursuits,
decisions and actions made by organisations (Veldsman et al., 2016). Ethical leaders
ought to make the shift from the “power-over” approach towards the “power-to”
approach. The increasing presence of the public as a watchdog and the role of social
media in observing leaders is a great reminder of the need to have accountable

207

structures in place and to lead ethically with integrity (Veldsman et al., 2016). Mackey
and Sisodia (2013) explained the risks of maximising short-term profits and neglecting
to consider stakeholders in decision-making processes:
This type of thinking is partly what led to the recent financial crisis. Many financial
institutions were focused only on maximizing their short-term profits, with little
concern for the possible harmful impacts on their other stakeholders and the larger
society.

The suggestion by Veldsman et al. (2016) to make the shift from stakeholders
to “followers” and to shift authority towards the “power-to” approach has the
potential to unlock value and wealth creation (Veldsman et al., 2016). Ethical
leaders are expected to meet the diverse demands of the various stakeholders
in a just, steady and objective manner (Schneider, 2002; Veldsman et al.,
2016). According to Freeman (1986), stakeholders are “those groups without
whose support the organisation would cease to exist”. Ethical organisations are
aware of the involvement of all the stakeholders who contribute to the success
of the organisation or of the depth of the impact stakeholders have on
organisations (Smartsheet, 2018). Stakeholder awareness is a core leadership
attribute (Smartsheet, 2018). Figure 3.8 illustrates the impact stakeholders
have on organisations.
Figure 3.8: Stakeholder Impact

Source: Smartsheet (2018)
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Unilever is an example of an organisation which understood the deeper impact and
potential of stakeholders. Unilever re-invented their stakeholder theory and it led to
strong results and sustainable growth as a result of ethical leadership practices within
the board and management (Unilever, 2018). In contrast, Enron was deliberately
involved

in

corruption

scandals

(intentional

unethical

behaviour:

betraying

stakeholders) that led to the fall of the multi-million-dollar energy giant which affected
stakeholders negatively (Smartsheet, 2018).
Not all organisations regard all stakeholders as equals, but increasing stakeholder
engagement is a key component for strategic businesses. Strategic building blocks
include vision, required knowledge and competent people, understanding the
regulatory environment and taking action (Wixley & Everingham, 2015). Governing
bodies ought to provide strategic direction for organisations’ stakeholders in terms of
policy and action plans (Trialogue, 2017) as suggested by the stakeholder
inclusiveness approach (King IV, 2016).
3.7.7

South African Ethical Governance: The King IV Report

The Institute of Directors for Southern Africa formed the King Committee in 1992. The
first King Report followed after the Cadbury Report in the UK in 1992 (Wiese, 2017).
In 1994, the King I Report set the standards for governance. In 2002, the revised
edition, King II, based on international developments, was released (Wiese, 2017).
The King III Report was launched in 2009 and became an international standard
known as the King Report on Corporate Governance for South Africa. In 2016, the
King IV Report was released to address financial insecurities, ecological issues,
technological advancements and stakeholder expectations in the local and global
sphere (Wiese, 2017).
The vision of the King IV Report was to create value which is outcomes-based in a
sustainable manner in order to enhance ethical governance. The pillars of the King IV
Report were: an ethical climate, good performance, effective control, and legitimacy
(King IV, 2016; Wiese, 2017). In order to achieve the report’s vision, the following
concepts were important (King IV, 2016; Wiese, 2017):
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•

Integrated thinking and reporting: The concept of integrated thinking is an
important requirement referring to the consideration of an organisation in terms
of the relationship between stakeholders and the organisation. Integrated
reporting refers to timely reports about value creation by means of effective
communication. Strategic planning, risk and sustainable development are
requirements of the governing body when making decisions and reporting
activities

•

Corporate citizenship: Corporate citizenship refers to the inter-dependence of
the organisation and the community in which it operates. Being a corporate
citizen, the organisation has a responsibility towards the wider community and,
therefore, should balance its actions in terms of the funding or resources it uses

•

Sustainable development: By using resources effectively and sparingly,
sustainability is promoted for future generations. Therefore, success is redefined as also being sustainable and not measured in traditional monetary
ways only. The organisation ought to include long-term, positive outcomes for
itself and the environment.

The King Code consists of 17 governance principles that complement the regulations
and laws. The principles serve as guidelines for organisations as indicated in Table
3.16.
Table 3.16: Principles of the King Report
Leadership, ethics and
corporate citizenship

Principle 1 The governing body should lead ethically and
effectively
Principle 2 The governing body should govern the ethics of
the organisation in a way that support the
establishment of an ethical culture
Principle 3 Responsible corporate citizenship

Strategy, performance and
reporting

Principle 4 The governing body should appreciate that the
organisation's core purpose, its risks and
opportunities, strategy, business model,
performance and sustainable development are
all inseparable elements of the value creation
process
Principle 5 The governing body should ensure that reports
issued by the organisation enable stakeholders
to make informed assessments of the
organisation's performance and its short,
medium, and long-term prospects
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Governing structures and
delegation

Principle 6 Board as custodian of good governance
Principle 7 Board composition
Principle 8 Effective board structure and delegation of
authority
Principle 9 Board performance evaluation
Principle 10 Board/ management relationships

Governing functional
areas

Principle 11 Risk governance
Principle 12 Technology and information governance
Principle 13 Compliance governance
Principle14 Remuneration governance
Principle 15 Assurance

Stakeholder relationships

Principle 16 Stakeholder-inclusive approach
Principle 17 Responsible investment

Source: King Report (2016)
The principles listed in Table 3.16 serve as a framework for strategy formulation, policy
approval, oversight and disclosure in order to achieve governance outcomes in various
sectors (King IV, 2016) as follows:
•

Governance outcomes: The principles and practices ought to be applied
effectively in order to create: an ethical culture, good performance, effective
control and legitimacy.

•

Sector supplements: Ensure ethical governance outcomes in small and
medium enterprises, non-profit organisations, public sector organisations,
municipalities and pension funds.

With reference to the South African Constitution, Madonsela (2017) explained “a state
that is accountable, transparent based on the rule of law and supremacy of the
constitution provides for ethical governance”. The foundation of ethical governance is
effective and ethical leadership achieving strategic goals through dynamic
performance. Ethical leadership refers to responsibility, accountability, fairness and
transparency (Mihelic, Lipicnik & Tekavcic, 2010). Ethical leadership in the context of
the King Report (2016) refers to individuals who are responsible for self-leadership
based on the application of ethics. The governing board, consisting of individuals, sets
the ethical tone which propels culture, value creation and stakeholder inclusivity in
order to enhance ethical governance (King IV, 2016).
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3.8

SUMMARY

The purpose of this chapter was to provide insight into the multi-dimensional and
complex nature of unethical leadership. The chapter also included an in-depth
discussion of the manifestations and consequences of unethical leadership associated
with psychological reasons for unethical behaviour. The main concern in this chapter
was the question of why so many leaders who consider morality as a priority are guilty
in leadership scandals ranging from misconduct and deception to cheating and
leadership derailment. The case studies of leadership failures in Uganda, the
Democratic Republic of the Congo and South Africa were reported to highlight the
corrupt nature of individuals in leadership positions. An examination of the SA context
including SAPS, SAA, SARS and the Department of Health shed light on the
perpetuating and contagious effect of destructive, unethical behaviour. By contrast,
the importance of ethical governance in establishing a culture of accountability,
transparency and combating corruption was emphasised using ethical governance
frameworks. The nexus in this chapter was the unique role of ethical leadership in
enhancing the perceived success of ethical governance. The chapter concluded with
the SA King Report (2016) as the international benchmark of governance codes
focusing on ethical leaders who embed ethical climates, good performance, effective
control and legitimacy which lead to organisational success and good reputation.
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CHAPTER FOUR
A LEADERSHIP DEVELOPMENT MODEL TO ENHANCE ETHICAL
GOVERNANCE IN SOUTH AFRICA
4.1

INTRODUCTION

The primary research question guided the review of recent and relevant literature
about leadership, ethics and governance. In Chapters 2 and 3, the findings of the
literature review were presented to provide the context and background of the primary
research question by analysing global and local concerns and examples of unethical
behaviour, unethical situations, and various theories and proposed solutions to
prevent and eliminate unethical behaviour.
The purpose of this chapter was to formulate a theoretical model by discussing and
hypothesising all the identified variables. The nine independent variables, intervening
variable and the dependent variable have been discussed in terms of their relevance
and significance in enhancing the perceived success of ethical governance. The
independent variables were: regulatory environment, strategic planning, stakeholders’
interests, accountability, ethical conduct, values alignment, human development, risk
management, emotional intelligence; the intervening variable was ethical leadership;
and the dependent variable was the perceived success of ethical governance.
4.2

THEORETICAL MODEL

The first step in SEM involved the development of a theoretical model that was
supported by academic literature (Hoyle, 2012: 11). The importance of a theoretical
model was emphasised by Cooper and Schindler (2011: 55) who highlighted the
significance of a visual representation using figures and tables to conceptualise the
factors and relationships involved. A positivist research approach relies on participants
responding to answers in a matrix formation as was the case in this research study.
The theoretical model was developed according to the positivist paradigm, which
involves identifying appropriate theories and developing hypotheses which are tested
by empirical findings (Collis & Hussey, 2014).
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In the following section, the formulated hypotheses have been recorded as formal
propositions, absent of proof, as testable hypotheses. Empirical testing is defined as
the analysis of a proposition perceived to represent reality, and applying statistical
measurements (Zikmund et al., 2013: 41). Hypotheses are described as correlated
statements which define the relationship between two or more variables. Babbie
(2016: 45) described the process as “a specified testable expectation about empirical
reality that follows from a more general proposition; more generally, an expectation
about the nature of things derived from a theory. It is a statement of something that
ought to be observed in the real world if the theory is correct.” The operationalisation
of the hypotheses is a process which leads to testing and the measurement of the
variables. The operationalisation process further involves the specification of the
meaning and exact operation of the variables by developing operational definitions to
measure the variable. Figure 4.1 depicts a schematic diagram illustrating the
operationalisation of hypotheses.
Figure 4.1: Operationalisation of Hypotheses

Source: Author’s own concept
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Figure 4.1 illustrates a practical explanation of scientific theory about the specification
to formulate a hypothesis which can be tested by means of empirical observation
(Babbie, 2016: 47). Against this background, the research problem was formulated to
investigate the multi-dimensional and complex nature of ethical leadership and the
factors that influence the perceived success of ethical governance in South Africa. The
19 hypotheses for the 11 variables are illustrated in Figure 4.2 below.
Figure 4.2: Theoretical Model

Source: Researcher’s own construct
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4.3

KEY CONCEPTS IN THE PROPOSED THEORETICAL MODEL

The conceptualisation and operationalisation process was based on key concepts
which were supported by relevant literature as mentioned above. Furthermore, the
hypotheses must be defined unambiguously, as suggested by Zikmund et al. (2013:
42). For the SEM process to proceed, the theoretical justification of the independent,
intervening and dependent variables must be stated clearly (Hair, Black & Babin, 2010:
188). Babbie (2015: 487) argued that relevant and recent literature must be applied.
Accordingly, various secondary sources were used in this research study to validate
the identified variables and the relationships between the variables. In the following
section the various key concepts, variables and hypotheses have been developed and
explained.
4.3.1

Dependent Variable: Ethical Governance

Ethics is the fundamental concept of this research study. Ethics refers to what is right
and good for the self and for other people (Herboso, 2017). In this study, ethics is
based on the eternal Biblical principle of “treat others as you would like to be treated
yourself” (The Holy Bible, 1984). Ethical values need to be applied in various contexts
such as organisations, broader society, and public and private enterprises. The
purposes of ethics are: to make ethical decisions and create ethical cultures to
enhance job performance (Kasemsap & Rajabhat, 2017: 340); to maintain and
develop ethical relationships with employees and stakeholders; and to be accountable
for actions and decisions (King IV, 2016: 12).
Ethics is the foundation of ethical leadership and governance as it creates alertness
to unethical behaviour, evil deeds, corruption, theft and darkness which are evident in
everyday life. Evil deeds as part of unethical leadership were discussed in Chapter 3
based on the notion of six forms of evil in leadership according to former civil rights
leader, Ghandi (Normore and Brooks, 2016: 214).
The perception of ethics should shift from being a didactic, “tick-box” approach to
considering the bigger picture of humanity for ethics to become a lifestyle for private
and public enterprises (Bauer, 2009). The “tick-box approach” is often regarded as
being ideal. However, organisations which apply ethics using a tick box approach or
ignore the call for being ethical organisations need to be reminded of large-scale,
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scandals such as Enron, BP, KPMG and Steinhoff which led to the fall or reputational
damage of large, multi-million-dollar organisations. Companies and organisations
crippled by scandals involving corruption often struggle to survive in the long run and
it takes years to rebuild trust and a respectable reputation once they have been
compromised (Bauer, 2009).
In this study, the governance of organisations is the role of the governing body of a
private or public enterprise (King IV Report, 2016). The governing body is responsible
for establishing ethical governance based on accountability, transparency,
responsiveness, inclusiveness, equity, following the rule of law, effectiveness,
efficiency and participation (King IV Report, 2016).
Ethical governance no longer refers to a traditional role where governing bodies are
regarded as stewards for the provision and assurance of organisations’ profitability.
The role has shifted from a short-term perspective to a “new capitalism” (Le Grange,
2016:567). New emphasis on ethical governance suggests a long-term focus as
opposed to previous and traditional leadership approaches. The key pillars of effective
ethical governance are built on the concepts of accountability and transparency.
Globally, public trust in leadership has declined drastically to 38% in the US and 42%
in the UK (Le Grange, 2016: 567) after the many unethical scandals involving Enron,
WorldCom, Lehman Brothers, BP and the Royal Bank of Scotland. As discussed
comprehensively in Chapter 3, public trust in South Africa is also at an all-time low
with the report of alleged state of capture amongst other high-profile case studies
examined.
Ethical governance is affected by global mega-trends which shape organisations
(World Economic Forum, 2016; National Intelligence Council, 2012) including:
•

Breakthroughs in Technology: Technology is advancing by the second and
organisations have opportunities to gain by investing in new technological
applications. The challenge is to meet ethical standards which are maintained
by the governing body.

•

Global Economic Shifts: Not long ago, attention was focused on BRICS (Brazil,
Russia, India, Colombia and South Africa). Currently attention has shifted
towards Colombia, South Korea, Vietnam and Indonesia.
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•

Increasing Urbanisation: Towards 2050, the world’s urban population has been
forecasted to grow to 72% (from 33% in1999).

•

Demographic changes: Population growth in emerging economies is giving rise
to a vital middle class and, by 2050, 50% of the world’s population is expected
to come from Africa. Furthermore, 50% of women graduate from universities
and join the workforce, which is leading to changes in economic power,
resource shortages and societal norms.

•

Resource shortages and climate change: By 2030, energy needs will increase
by 50% and water withdrawals by 40%.

Ethical governance is a vital mechanism required when adapting agilely to rapid
changes and VUCA challenges (Le Grange, 2016: 570). To ensure the success of
ethical governance it is of the utmost importance that employees’ behaviour is in line
with organisations’ values which lead to further ethical decisions. Various International
Governance Codes exist that can be used as guidelines: The Australian Code, NYSE
Listed Company Manual, the UK Code, the OECD Code and the King Codes
(Financial Reporting Council, 2011).
On the one hand, the challenges to ethical governance include: SOEs, inactive
shareholders, political instability, regulatory issues, corruption, a lack of institutional
capacity and “blueprint” governance codes (Le Grange, 2016: 570). On the other hand,
the internationally acclaimed, South African King IV Code is regarded as one of the
most advanced governance codes promoting ethical governance. The latest King IV
(2016) Governance Code is focused on: creating organisations with ethical cultures,
creating sustainable value by performance, effective control while progressing,
enhancing stakeholder relationships that lead to trust, legitimacy and reputation and
ethical leadership (Le Grange, 2016: 570; King IV, 2016).
Although it is evident that the King Codes (2016) have produced ethical structures and
enhanced ethical governance over the past years, it is important to note that
governance codes need to be applied and not only discussed or published on the
webpages of organisations. One of the largest sponsors of The Institute of Directors
in Southern Africa and the King Committee on Corporate Governance in South Africa
is KPMG, the financial audit firm accused of facilitating tax evasion and corruption with
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the powerful Gupta family (Shoaib, 2017). The KPMG incident has caused
considerable humiliation and embarrassment for the King Codes reputation as KPMG
was a main sponsor of the codes and was supposed to be leading ethically by
example.
Ethical governance codes can also be “over-implemented”. The reason is that
organisations regard “over-implementation” as a bargaining chip with employees,
clients or stakeholders because they claim to be fully compliant. To maintain the image
of full compliance is burdensome and very expensive (La Grange, 2016). However,
compliance is not only beneficial but could improve profitability for organisations who
embrace ethical governance as opposed to organisations that lack governance
structures.
The key principle is to create an ethical governance code which is applicable and fitfor-purpose for the current board structure and stakeholders. The various aspects on
which company boards and boards of directors should focus are: effectiveness,
strategic planning, monitoring, risk management, accountability and transparency
structures, values alignment and the regulatory environment (PwC, 2015). A global
online survey conducted by McKinsey in 2013 found that 770 board directors had a
low to moderate impact on achieving the foundations of compliance, financial reporting
and portfolio diversification correctly. Boards which scored a high impact score
focused on strategy, mergers and acquisitions, performance, risk and management
(McKinsey & Company, 2013).
High-impact boards argue that the purpose of an organisation is to make money,
create stakeholder value, increase profits, survive difficult business cycles and fill the
gap of service challenges (PwC, 2016). Although that is the main purpose of the
governing body, the foundation for ethical governance is ethical leadership, which
focuses on ethical strategies, value enhancement, time, and a fresh perspective of the
governing body as discussed below. The governing body ensures that organisations
are profitable and uphold a positive reputation in order to make a sustainable impact.

219

4.3.1.1

Ethical Strategies

Regularly there exists a disjuncture between the board and executives in organisations
(Roberts & Summerville, 2016). The Coca-Cola Company is a prime example of
following an ethical governance strategy which is executed excellently. As a global
organisation Coca-Cola promotes long-term interests with shareholders, strengthens
board and management accountability and builds public trust by means of their wellestablished ethical governance strategy. The gap between the board and executives
is bridged by a robust, independent leadership strategy which ensures strong ethical
guidelines, expectations and compliance (The Coca Cola Company, 2016).
4.3.1.2

Value Enhancement

Roberts and Summerville (2016) argued that being introspective was a key attribute
of a high-impact board to enhance ethical value. Being introspective characterises the
mindfulness of a board who masters governance by being in a state of mind that
transcends the organisation’s time, space and intention. Being mindful and
introspective leads to new insight, creative thinking, performing fiduciary oversight,
evaluating operational performance, providing direction to impact communities and
inculcating the organisation’s mission (Roberts & Summerville, 2016).
4.3.1.3

The Relation between Time and Ethical Governance

High-impact and successful boards spend approximately 40 days per annum in
meetings and strategic sessions (Roberts & Summerville, 2016). Boards with low
impact spend approximately 19 days per annum. Roberts and Summerville (2016)
forecasted that, by 2019, board meetings will last three days to address the challenges
in the VUCA environment. A key requirement is trust and verification based on quality
information provided by management and subordinates to the directors to enable
effective oversight (Roberts & Summerville, 2016). As mentioned, KPMG is a prime
example of the necessity for ethical governance by a board, which can place a global
company at risk if not applied.
4.3.1.4

Fresh Perspective

Key requirements of effective board leadership and governance include careful
planning of board composition, director succession planning, board evaluation
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processes and director skills development (Le Grange, 2016). Roberts and
Summerville (2016) identified collegial chemistry, leadership competence, knowledge
of the industry, on-going learning and responsibility rotation as critical success factors
to enhance a board’s ethical governance.
Ethical governance is in the hands of governing bodies and executive leaders globally.
The breakdown of governing bodies occurs when global citizens choose to make
unethical decisions. Global ethical governance is at an all-time low because of
increased incidents of bribes, lying, corruption and theft performed by governing
bodies consisting of people in leadership positions. A recent example was Volkswagen
incurring €18 billion in fines for ill-considered attempts to beat emission tests (Financial
Times, 2018). However, ethical governance is a pre-requisite for effective and
integrity-based leadership at all levels, from governments to company boardrooms,
from schools to factory floors. Ethical governance is enhanced by ethical leaders, who
decide intentionally to follow a simple code: Treat others as you would like to be treated
yourself (The Holy Bible, 1984).
4.3.2

Intervening Variable: Ethical Leadership

According to Veldsman (2016: 667), traditional leadership in the past was regarded as
merely being independent, simple, orderly and stable. Today, however. leadership is
regarded as involving variety, interdependence, complexity, change, ambiguity and
seamlessness (VICCAS). The leadership role and responsibility has shifted towards a
shared approach to deal with constant, internal and external, demands within various
contexts (Roux, 2017). Leaders should respond to VICCAS and VUCA challenges by
intentionally creating organic and dynamic building blocks for organisations as
depicted in Figure 4.3.
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Figure 4.3: Building Blocks of Ethical Leadership

Source: Adapted from Veldsman (2016)
The building blocks of ethical leadership are integrated and intertwined leadership
responsibilities as shown in Figure 4.3 and are explained below.
The envisioned mandate refers to the ethical intent or purpose of an organisation
and gives the reason why the leadership team exists (Veldsman, 2016: 670). The
envisioned mandate can be redeployed and envisioned by crystallising and
strengthening the ethical identity of the organisation and re-interpreting the
organisation’s strategic plan. Furthermore, the organisation can identify, address and
solve unethical or grey-area challenges by finding solutions which focus on multifunctional and integrative, synergistic relationships (Veldsman, 2016: 670).
Van Vuuren (2016: 476) stated that ethical organisational cultures are established over
periods of time if the leadership enters into a sustainable commitment to ethics.
Sustainable, ethical cultures are intentionally articulated by ethical leaders and
pursued by individuals. Veldsman (2016: 671) argued that the ethical leadership
building block requires a high degree of diversity in leadership positions to ensure
sustainable growth for organisations (Veldsman, 2017).
The ideology building block informs, engages and circulates the envisioned
mandate by creating a culture of trust and healthy reporting that promotes
accountability. The ideology building block develops ethical decision-making and
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values alignment. The dynamics and structure building blocks refer to the software
and hardware of an organisation. The software (dynamics) refers to the
communication which exists between leaders and employees and enhances
synergistic, empathetic and intimate feelings within the organisation. The dynamics
building block moulds organisational solutions and serves the structure building block.
The hardware (structure) refers to the rules of an organisation, which are highly
participative and democratic for achieving the envisioned mandate (Veldsman, 2016:
671).
The leadership culture building block refers to the atmosphere that prevails in the
organisation. An exclusive, closed-minded, anxious, pessimistic, impersonal, distant,
stressful, discriminatory and dissatisfied atmosphere leads to suspicious and
untrustworthy work relationships. Leaders create 70% of the atmosphere which
provides identity, the flow of interaction, shared beliefs and a mutual feeling of equality
which leads to organisational success (McGuire & Rhodes, 2009). Goleman (2004)
identified the mood of leaders as a vital part of productive and successful
organisational culture.
The building block at the centre of the organisation is trust. Trust enhances efficiency
and effectiveness. Daft (2008: 35) provided a valuable link between emotional
intelligence and effective leadership to enhance a performance based-working culture
built on trust and collaboration. Furthermore, trust amongst employees is a key
attribute to achieve team excellence in the work environment (Daft, 2008:2). Other
components of trust that lead to reliability, openness, congruence and acceptance are
illustrated in Figure 4.4.
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Figure 4.4: Components of Trust

Source: Gabriel (2014)
The Expected Outcomes building block in Table 4.3 refers to the growth of an
organisation after trust is established. The growth of an organisation occurs when
leaders and employees pursue success by re-directing, re-inventing and adapting to
improve the existing product or service into a greater product or service. The expected
outcomes are achieved because of hardworking leaders and employees and healthy
buildings blocks (Veldsman, 2016: 671). The expected outcome of an organisation
leads to growth and ethical attention to personal investment, resources, involvement,
stakeholders and ownership is required in order to expand the healthy building blocks
of the future (Bardon & Borzillo, 2016).
The final building block refers to the life cycle of a healthy organisation of which the
envisioned mandate is the heartbeat of an organisation. Phases of the life cycle
building block are formation, posturing, confronting, reaching out, bonding and
reconstituting (Veldsman, 2016: 671).
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A vital link between ethical leadership and ethical governance hinges on adaptability
(Volberda, Morgan, Reinmoeller, Hitt, Ireland & Hoskisson, 2011), leadership agility
(Bar-On, 2002) and accountability (Nohria & Khurana, 2010). As discussed throughout
this study, leadership is in a crisis globally. The future of leadership is in question and
leadership growth depends on deliberate, on-going, comprehensive and in-depth
conversations about ethical leadership, which results in leadership survival and
organisational success. According to Veldsman et al., (2016: 873), the crisis and the
future of leadership are determined by a few drivers which serve as a reminder of the
importance of ethical leaders:
•

Leadership is a public act: Leaders are under public scrutiny as a result of
stringent governance requirements and demands and the rise of technological
breakthroughs and social media.

•

Increasing mistrust, anger and selfish feelings towards institutionalised
leadership: Organisations in the private and public sector are mistrusted and
treated with suspicion because of never-ending, unethical scandals which
create perceptions of selfishness and ego-centric motives.

•

Increasingly unrealistic expectations: Leaders in new roles are expected to
reach unrealistic goals immediately. If stakeholders or shareholders do not
receive instant gratification, this can lead to higher frequencies of burnout,
anxiety, sickness and stress among leaders. In many cases, goals are
unreasonable and expectations unclear.

•

Leaderless movements: Leaderless movements are created by the mobilisation
and multiplication of social media. These leaderless movements include the
holy wars, the European refugee crisis, Middle-East movements, North
America and European movements and the Fees Must Fall movement in South
Africa.

•

Increasing numbers of toxic leaders: Toxic leaders are on the increase because
of selfishness, unhealthy self-love (narcissism) and the dismissal of accepted
values and norms

The Leadership Grid shown in Figure 4.5 is an instrument that can be used to evaluate
leadership levels as part of the ethical leadership model.
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Figure 4.5: Leadership Grid

Source: Adapted from Mindtools (2018).
A toxic leader is usually associated with low leadership levels and low selfless
qualities. Moderate leadership levels refer to effective leadership traits, but leaders are
selfish, greedy or focused on the self (Veldsman et al., 2016: 745). A responsible
leader does not necessarily have leadership traits but is selfless. The ethical leader
scores high in leadership and selflessness, indicating potential to lead self effectively,
others within the organisation and leading in the world (Veldsman et al., 2016: 745).
In the context of VICCAS leadership roles in a VUCA environment, the Individual
Ethical Leadership Model shown in Figure 4.6 provides a way to counter ethical
challenges. The Individual Ethical Leadership Model requires emotionally intelligent,
authentic and mature leaders. Figure 4.6 illustrates the model to counter ethical
challenges in leadership contexts.
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Figure 4.6: Individual Ethical Leadership Model

Source: Adapted from Veldsman et al. (2016)
The Individual Ethical Leadership Model illustrated in Figure 4.6 provides a framework
for future leaders who are fit to lead self and others in organisations and the world.
The emphasis in the Leadership Grid (Figure 4.5) and the Individual Ethical
Leadership Model (Figure 4.6) is on individual leaders. Based on the findings of the
current study, the ethical leadership development model illustrated in Figure 4.7 was
compiled. The ethical leadership development model illustrates the process of
practically implementing a holistic plan for private or public enterprises and
organisations.
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Figure 4.7: Ethical Leadership Development Model

Source: Adapted from Volberda et al., 2011
As a phase in the SEM model-building process, the ethical leadership development
model in Figure 4.7 reveals the challenging task of achieving ethical governance as
an outcome (Veldsman et al. 2016: 416). Ethical leadership is regarded as the pivotal
element in achieving ethical governance in this research study. The variables
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investigated all indicate the critical importance of ethical leadership practices. The
attempt to create an ethical leadership model (Phase 1 in Figure 4.7) in effect,
therefore, resulted in the creation of an ethical leadership development model to
achieve the perceived success of ethical governance in organisations, as stated in the
title of this research study.
Vision (Phase 2) is focused on truly visionary leaders who follow an analytical
approach to leading by means of inclusive and ethical thinking (Howell, 2016; Davis,
2017). Values (Phase 3) refer to the identity of the organisation. In the process of
practising ethical leadership and attempting to achieve ethical governance as the
outcome, accountability, transparency and stakeholder inclusiveness are important
drivers in establishing organisational identity (King IV, 2016).
Phases 4, 5, 6 and 7 are steps in a dynamic, circular process in which leaders explicitly
choose to be part of an ethical movement which breaks vicious, unethical and toxic
cycles. All leaders and employees seek to “buy in” and courageously take action to
eliminate all forms of toxic leadership practices, and train, coach and equip leaders
and employees to lead responsibly and ethically thereby creating a sub-culture to
enhance an ethical corporate culture (Courtney, 2015). The circular process is based
on introspection and self-analysis in order to detox leaders as individuals successfully
and, therefore, as an organisation. The next step is to have no illusions, but attempt
to be excellent, engaged and ethical. The last step of the ethical movement is to break
out of the vicious cycle and to lead by example as servants, being authentic and ethical
(Goldman, 2009). Phase 8 refers to the outcome and evaluation of striving to be an
organisation which is identified as being successful in ethical governance. Phase 9
repeats the ethical leadership model-building process regularly, thereby creating a
virtuous cycle. The virtuous cycle is not only an ethical leadership model maintained
by continuous improvement and the elimination of blind spots, but also becomes the
model for developing ethical leaders as an action learning cycle process.
Figure 4.7, therefore, illustrates both a model for developing ethical leaders and for
developing an ethical leadership model, which reinforce each other, to achieve the
perceived success of ethical governance.
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Based on the literature study, the following hypothesis was formulated:
H10:

There is a positive relationship between the influence of ethical leadership and
the perceived success of ethical governance.

4.3.3

Independent Variable: Regulatory Environment

Ethical leaders today are required to comply with on-going regulatory requirements
and laws. The governing bodies are responsible to ensure that directors keep up to
date and comply with regulations (Le Grange, 2016: 573). If organisations are not up
to date with regulatory compliance they are exposed to risks such as paying fines,
penalties or losing their licence to operate. The regulatory team should adapt
attentively to avoid being governed by “dead laws” which are rendered as irrelevant,
incomprehensible and inconsistent regulations (Howard, 2014).
Ethical leaders in the near future will be required to create value in the context of
compliance and engage with governments and regulators to achieve common goals
for regulations. The regulatory management team within organisations identifies laws,
rules and codes which are applicable to their environment (Deloitte, 2018). In the case
of a breach in compliance, the regulatory management team is required to have a
corrective action plan to re-establish and optimise regulatory relationships.
Globally, leaders are required to ensure ethical governance that is guided by
regulatory environments and legislation. The latest amendments to the Dodd Frank
Act, Foreign Account Tax Compliance Act (FATCA) and Alternative Investment Fund
Managers Directive (AIFMD) are the main concerns for regulatory management teams
(IRS, 2018). Increasing pressure on resources, anti-money laundering legislation and
regulatory examinations emphasises the role of compliance (Financial Conduct
Authority, 2018). Ethical leaders engage with regulatory compliance by converting
challenges into opportunities with ambitious purpose to enhance integrity,
accountability and transparency (PwC, 2018).
Also, in the public domain, increasing demands for ethical governance and stricter
control and compliance within the regulatory environment are being pursued. The state
of capture report highlighted the risks of not adhering to regulatory guidelines
(Madonsela, 2016). The King IV Report (2016) added to the importance of the
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regulatory environment by stating that governing bodies should ensure continual
monitoring and ensure that compliance is understood. As argued in Chapter 3, the
increasing incidence of corruptive scandals in both private and public sectors
highlights the necessity and significance of regulatory environments.
Based on the literature study, the following hypothesis was formulated:
H1:

There is a positive relationship between the effect of the regulatory environment
and ethical leadership.

4.3.4

Independent Variable: Strategic Planning

Successful strategic leadership is the foundation of a strategic management process.
Goldsmith et al. (2003:118) emphasised the role of the envisioned mandate which
leads to clear objectives, roles and contributions for subordinates in the organisation.
Furthermore, strategic leadership refers to the ability to anticipate, empower and
maintain adaptability in a multi-functional context. Effective, strategic leaders influence
human behaviour by word of mouth or example through envisioning the future
(Volberda et al., 2011: 402).
In the VUCA environment with VICCAS roles, the strategic leader needs to find a
balance between financial, social and environmental priorities. Intelligent leadership
approaches include following measures to counter related risks, and rewards which
will positively influence the long-term success of an organisation (Deloitte, 2018).
Strategic leadership understands the importance of ethics when implementing
strategic action plans (Mulgan 2009: 7). The first step in strategic planning is to ensure
that all practices are built on sound ethical considerations and foundations. Ethics as
a guiding principle is captured in the envisioned mandate and values of the
organisation. The next step is to formulate strategies together with an effective
strategic action plan for implementation. An effective strategy involves strategic
position, strategic choices and strategy in action as a long-term directional compass
for an organisation (Johnson et al., 2017). The role of strategic leadership was
summarised by Johnson et al. (2017) based on the notions of three authoritative
strategy scholars as follows:
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•

“a pattern in a stream of decisions” (Mintzberg cited in Johnson et al., 2017);

•

“about being different. It means deliberately being different choosing a different
set of activities to deliver a unique mix of value” (Porter cited in Johnson et al.,
2017);

•

“The determination of the long-run goals and objectives of an enterprise and
the adoption of courses of action and the allocation of resources necessary for
carrying out these goals” (Chandler cited in Johnson et al., 2017)

The notions of strategy listed above are of particular significance as they highlight
specific leadership activities such as decision-making, deliberately being different,
pursuing goals and managing resources. The notions provide a practical link between
strategic leadership, ethical leadership and ethical governance. The last step is the
growth and evaluation process using a balanced scorecard or growth-track. The
governing body responsible for the ethical strategic plan in the first step is also
responsible for the evaluation in the final step. Thus, an ethical strategic plan is
sustainable and regarded as a strategic cycle (Volberda et al., 2011).
An ethical strategic plan ensures the alignment of stakeholders, operations and
structure with the vision and values (Goldsmith et al., 2003: 118). Mulgan (2009: 7)
described strategy as: “Strategy translates wishes into results by mobilising power and
knowledge”.
The strategic leader is responsible for the alignment of the action plan to the context
of the organisation. Decisions are based on strategic thinking by assessing the
external and cultural opportunities. Bryson (2004: 270) referred to strategy as the “ongoing organisational mechanisms or arrangements for strategically managing the
implementation of agreed-upon strategies, assessing the performance of the
strategies, and formulating new or revised strategies”. The strategic leader plays a
senior role in the organisation by using knowledge and power to establish an effective
action plan to achieve organisational success (Joyce, 2017: 20).
Based on the literature study, the following hypothesis was formulated:
H2:

There is a positive relationship between the influence of strategic planning and
ethical leadership.
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4.3.5

Independent Variable: Stakeholders’ Interests

Stakeholders are organisations or individuals that have the potential to be affected
positively or negatively by an organisation’s activities, products or services (Freeman,
Harrison, Wicks, Parmar & De Colle, 2010). Stakeholders include employees,
shareholders, investors, and suppliers as well as those who have other relationships
with organisations such as vulnerable groups in communities (Global Reporting
Initiative, 2013).
According

to

Dalcher

(2009),

Jepsen

and

Eskerod

(2009),

stakeholder

disappointments and unethical behaviour are the main challenges affecting
organisations negatively. Stakeholder Theory is regarded as being essential for the
strategic leader as argued 30 years ago (Freeman, 1984; Freeman, Harrison & Wicks,
2007; Freeman, Harrison, Wicks, Parmar & De Colle, 2010; Whittington, 2006).
Freeman (1984) argued for what the modern world refers to as stakeholder
inclusiveness.
Stakeholder inclusiveness was stipulated in The King Report (2016) as a broader view
of Stakeholder Theory. The broader view includes authorities, unions, competitors,
environmentalists, media or special groups. Stakeholder inclusiveness is an approach
to enhance organisational success by incorporating the needs and concerns of the
broader communities in order to obtain and maintain their support.
Stakeholder inclusiveness is an important factor for the ethical strategic leader to
adapt successfully to various demands and requests. An important factor is that ethical
leaders must be highly aware of relevant concepts and trends as the organisation
grows (Huemann, Eskerod & Ringhofer, 2016). The Steinhoff (Styan, 2018) and
KPMG (Abedian, 2017) scandals were recent examples of stakeholder engagements
with negative effects and emphasised the critical role of ethical strategic leadership
(Yang, Wang & Jin, 2014).
The relationship with stakeholders has shifted from being dyadic towards a more
interactive, networking model, which leads to greater potential to achieve
organisational success through collective thinking (Neville & Menguc, 2006; Rowley
and Moldoveanu, 2003). Senge’s (2017) notion of a systems approach advocating that
“smart individuals are no longer required, but collective intelligence is”, is an indicator
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of the need for integrative leadership. Aarseth, Rolstadås and Anderson (2011) argued
that interaction between the organisation and stakeholders is important because of the
financial and non-financial resources needed for the organisation to achieve success
that is beneficial for the organisation and the stakeholders. Figure 4.8 below illustrates
the elements of stakeholder inclusiveness that also emphasises the distinctive
leadership roles required.
Figure 4.8: Stakeholder Inclusiveness

Source: Adapted from Krick, Forstater, Monaghan, & Sillanpää, 2005
Despite the purpose of achieving success, ethical leadership ought to be applied in
order to prevent unethical actions such as corruption, dishonesty, conflict of interests
or nepotism. Stakeholder engagement (Greenwood, 2007) refers to the positive
manner in which an organisation engages with stakeholders by means of newsletters,
work councils, focus groups, community meetings etc. (Johnson-Cramer & Berman,
2005). Stakeholder engagement furthermore involves transparent and honest
communication between the organisation, the leadership and the broader stakeholder
community.
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Based on the literature study, the following hypothesis was formulated:
H3:

There is a positive relationship between the influence of stakeholder’s interests

and ethical leadership.
4.3.6

Independent Variable: Accountability

Accountability is defined as “the internalised responsibility whereby an individual
agrees to be morally responsible for the consequences of his/her action” (Marquis &
Huston, 2006). The three pillars of ethical leadership entail responsibility, authority and
accountability that are closely related as presented in Figure 4.9 (Martin, 2001):
Figure 4.9: Responsibility, Authority and Accountability Nexus

Source: Barr and Dowding (2012)
One of the key attributes of effective ethical leaders that enhances accountability is
above-average communication skills in order to share the corporate vision in practical
terms to achieve execution. Goldsmith et al. (2003) forecasted that future, effective,
global leaders will empower individuals by hiring talented employees, educate them in
core values, promote clear goals and re-inforce accountability before setting them free
to pursue other career opportunities.
Ethical leaders need to find a balance between trusting employees with tasks, which
implies freedom from interference, and creating a culture where employees are
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accountable for their actions (Dive, 2008). Employees have direct, indirect and teamorientated accountability. On-going research on leadership focuses on developing
new theories and leadership models. Considering the increased levels of unethical
leadership practices and scandals about corruption analysed earlier, the assumption
can be made that existing leadership research and development has had limited
success (Cann, 2015; Gill, 2012). However, accountability remains a key concept in
ethical leadership as it occurs when employees are answerable to one another for
work-related, goal-oriented behaviour (Dive, 2008). King IV (2016) and Dive (2008)
identified the following indicators of ineffective work procedure that undermines ethical
governance:
•

Unclear priorities and purpose;

•

A lack of timely decisions;

•

Ineffective meetings;

•

A culture of long and excessive working hours;

•

“Managers working in their team member’s decision space”;

•

Bureaucracy and unnecessary, administrative structures;

•

Duplication of work and responsibilities;

•

Lack of communication;

•

Spending time highlighting the importance of ethics and accountability without
compliance.

Leaders can increase accountability levels within organisations by intentionally limiting
and countering the indicators listed above and also by setting the leadership example
of ethical governance (Dive, 2008; King IV, 2016). Ethical leaders have an undisputed
and in-escapable responsibility to ensure that effective ethical governance is
implemented through a culture of accountability (King IV, 2016).
Based on the literature study, the following hypothesis was formulated:
H4:

There is a positive relationship between the level of accountability and ethical
leadership.
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4.3.7

Independent Variable: Ethical Conduct

Ethical leaders ought to be emotionally intelligent and sensitive towards the well-being
of employees by countering toxic leadership practices as analysed in Chapter 3. Toxic
leadership and ethical conduct are antithetically related concepts as the latter are often
disregarded by toxic leaders. In this section, therefore, toxic leadership is discussed
as part of ethical conduct. Toxic leadership involves the acceptance of unethical
values and norms and the fanatical worshipping of the self manifesting as egocentricity. Sometimes as a result of unrealistic stakeholder expectations and toxic
environments, unethical leaders pursue unethical shortcuts, have unhealthy self-love,
and display strong narcissistic practices. Toxic leaders often surround themselves with
fanatical supporters who uphold the toxic system for personal advantages or personal
gain (Veldsman, 2016: 745). Toxic leadership is characterised by on-going, deliberate
and intentional actions resulting in devaluing and destructive work experiences for
followers or employees. The influence of toxic leadership on ethical conduct manifests
on four levels as follows (Gaddis & Foster, 2015):
•

External context of the organisation: The leader demands unrealistic
requirements and regards employees as cogs in a machine to be exploited or
abused for the benefit of the organisation.

•

Stakeholders: Shareholders demand unrealistic profits or dividends without
considering economic pressures. Unrealistic stakeholder demands lead to
immoral or unethical actions to satisfy expectations.

•

Leadership: The maturity of the leadership in organisations depends on
socialisation and psycho-social maturity which refers to mild or border-line
forms of psychopathology. Leaders might have been socialised into unethical
values of conduct while growing up. Therefore, it is important for leaders to be
aware of their blind spots and always attempt to enhance and improve codes
of ethical conduct.

•

Internal context of the organisation: The acceptance of toxic conduct as
maintained by unethical leadership. “This is how we do things here” when it
refers to poor governance, aggressive and poor leadership and toxic, amenable
followers.
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Unethical conduct is epitomised by toxic leadership archetypes as illustrated in Table
4.1 below.
Table 4.1: Toxic Leadership Archetypes

Source: Adapted from Babiak and Hare (2006); Kellerman (2004); Shaw, Erickson
and Harvey (2011); Johnson and Fox (2015)
The concept of ethics in businesses has developed immensely since the 1980s to
arrive where ethics and businesses are today (Wempe, 2005). Ethical leaders in
contrast to toxic leaders believe in firm codes of conduct that guide leaders and
employees to make the right decisions. There is a strong relationship between ethical
conduct and accountability discussed previously. A formal ethical code is a useful
strategic and leadership tool to use for promoting and developing ethical conduct
based on ethical governance and accountability. A formal ethical code is considered
to be effective if the code establishes values of honesty, effectiveness, transparency,
open communication and accountability. A formal code not only safe-guards an
organisation from toxic leaders but also ensures that a culture of ethical values and
norms is pursued (King IV, 2016: 67).
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Ethical organisations operate according to an ethical code of conduct. It is essential
that all employees and leaders at all levels within an ethical organisation attend ethical
awareness training and that performance checkpoints also monitor that ethical codes
are met (King IV, 2016: 67).
Ethical conduct codes within organisations are intentional and must be executed
properly. The leaders of an organisation have the responsibility to support and guide
employees in being ethical and eliminating any form of toxic or unethical behaviour.
Various empirical research findings support the notion that unethical behaviour will
influence other employees negatively if proper procedures are not in place. Zimbardo
(1969: 108) conducted a Stanford Prison Experiment with undergraduate students.
The researcher set up a mock prison for students during a two-week trial. The
experiment was stopped after one week because the students role-playing guards
acted violently towards the other student prisoners. The students role-playing
prisoners were suffering from stress, anxiety and depression. The research concluded
that the students adapted to the situation in which they were put. The impact of this
experiment made it clear that people conform and adapt to the situation or culture in
which they are placed (Zimbardo, 1969: 108). Research has also indicated and
supported the theory that people desire for personal gain as well as a positive selfimage but that the opposite can become reality (Mazar & Ariely, 2008: 635). The
detrimental global consequences of unethical conduct and toxic leadership have been
discussed throughout this study. Ethical conduct at all levels is necessary and is not
only a leadership responsibility. The relation between ethical leadership behaviour and
ethical conduct is inseparable to ensure ethical governance.
Based on the literature study, the following hypothesis was formulated:
H5:

There is a positive relationship between the level of ethical conduct and ethical
leadership.

4.3.8

Independent Variable: Values Alignment

Values, norms and beliefs determine and guide an organisation’s culture (Kotter &
Heskett, 2011). Generally, a code of conduct is a formal strategy and structure while
informal strategies include underlying rules that guide organisations to establish
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ethical systems, outcomes and practices (Ethical systems, 2017). Mazar and Ariel
(2006: 118) contended that the absence of value alignment and an ethical system,
whether formal or informal, leads to unethical behaviour (Mazar & Ariely, 2006: 118).
Vague or ambiguous values and norms permit unethical behaviour within
organisations. Mazar and Ariely (2008:634) postulated that employees have the
potential to take shortcuts or take part in unethical activities when given the opportunity
especially when values are vague and ambiguous. An observation by Mazar and Ariely
(2008) supported the theory when a successful organisation in New York set out
ethical values and norms for their employees. The employees were required to be on
time for work because “time is money”. The employees were encouraged to park
illegally in the busy streets of New York in order to be on time although the organisation
was setting itself up as an ethical organisation. Employees behaved unethically when
arriving at work and, at the same time, were encouraged to be ethical when entering
the building. The ambiguous situation led to an increase in unethical behaviour (Mazar
and Ariely, 634: 2008). Another significant element involves the notion of “selective
morality”, discussed previously, where individuals over-rode values and norms to suit
personal preference (Gilmour, 2018).
According to Madonsela, leaders have the responsibility to lead with integrity and to
live out their personal and organisational values. Authentic leadership is peoplecentred and selfless and is able to see the bigger picture in systemic thinking in line
with their values and norms (Madonsela, 2016: v) Value alignment is a distinctive
leadership responsibility to ensure ethical compliance according to the stated values
of an organisation.
Based on the empirical evidence, the following hypotheses were formulated:
H6:

There is a positive relationship between the level of values alignment and
ethical leadership.

4.3.9

Independent Variable: Human Development

Two successful, entrepreneurial, global leaders set the tone when referring to the
essence of human development. Bill Gates stated: “As we look ahead into the next
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century, leaders will be those who empower others”. Steve Jobs maintained: “My job
is not to be easy on people. My job is to make them better”.
The significance of Gates’s leadership philosophy especially is the Gates Foundation’s
on-going legacy of human development, leadership involvement and vast personal
and financial contributions to Corporate Social Responsibility. Furthermore, the Gates
Foundation plays a vital part in global poverty reduction programmes (Human
Development Report, 2016).
Ethical leaders understand the importance of human development as the centre piece
of effective leadership. The focus of the Human Development Report of Timor-Leste
(2018) was on people and opportunities, expanding the richness of human life over
richness of economies and the importance of human choices in development. The
significance of the Human Development Reports is the consensus of global leaders
on achieving the 17 sustainable development goals by 2030 where human
development is the core issue. Figure 4.10 illustrates various elements of human
development.
Figure 4.10: Elements of Human Development

Source: Adapted from Human Development Reports (2016)
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Human development is an important concern of leaders globally. However, in ethical
organisations, decisions are made which have a positive effect and eliminate
economic, political, ethnic and social inequalities. As the global population multiplies,
consumption increases, environments are damaged, and waste exceeds the available
space, affecting the lives of the present and future generations negatively (Human
Developments Reports, 2016). “By allowing high-potential leaders to ‘run a business’
inside a larger business, corporations can gain commitment while simultaneously
developing people” (Goldsmith et al., 2003).
Based on the literature study, the following hypothesis was formulated:
H7:

There is a positive relationship between the effect of human development and
ethical leadership.

4.3.10 Independent variable: Risk Management
The awareness of risk has increased globally as a result of terrorism, extreme weather
events, leadership derailments and the collapse of financial institutions and economies
(Risk Report South Africa, 2015). Apart from the global financial crisis in 2008, the
collapse of the Greek economy is perhaps the most relevant example as it links
leadership and risk management (Amadeo, 2018). Ethical leaders focus on events
which could have an impact on organisations by categorising risk as: hazard risk or
pure risks; opportunity risk relating to speculation or new goals; controlled risk where
the outcome is uncertain; and mandatory risk relating to compliance (Hopkin, 2018).
The architecture of risk management is designed to ensure that risk is not treated in
isolation (Hopkin, 2018). The basic formula for successful risk management is
continuous communication and reporting that are maintained and developed. An
effective all-inclusive risk management approach involves a strategy that is set by the
organisation (strategy) and guidelines and procedures (protocols) that have been put
in place to create a risk management culture as a top priority for organisations. The
development of risk management in governance risk and compliance ought to be
effective and cost efficient in order to keep risk exposure within the risk capacity of the
organisation (Hopkin, 2018).
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The following steps can be used to avoid disasters and enhance risk management in
organisations (Hopkin, 2018):
•

Create terminology, practices and processes in order to manage all kinds of
risks;

•

Understand, communicate and monitor risk tolerance throughout the
organisation;

•

Incorporate risk management processes into key organisational practices and
decisions;

•

Base risk-related decision-making on dedicated, high-quality risk information.

Risk management is a developing and dynamic discipline with both positive and
negative outcomes. Risk management is described as anticipating and containing an
event with the potential to jeopardise the effectiveness and efficiency of the core
processes of an organisation. The risk management grid illustrated in Figure 4.11
assists leaders to assess risk according to likelihood and magnitude (Hopkin, 2018).
Figure 4.11: Risk Management Grid

Source: Adapted from Hopkin (2018)
The risk management grid is an effective tool that enables ethical leaders to determine
the outcome of decisions. For example, in the case of a fire burning down a warehouse
of a logistics organisation, the magnitude and impact of the fire would be great but, if
leadership had been ethical and not cut corners in establishing a sufficient insurance
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policy, the financial cost would be less than what might have been anticipated
otherwise. The principles of risk management are described as follows (Hopkin, 2018):
•

Proportionate: The risk faced by the organisation must be proportionate to the
level of risk management activities;

•

Aligned: The risk management team ought to align the related risks across all
departments within organisations;

•

Comprehensive: A comprehensive risk management approach leads to
effectiveness;

•

Embedded: Risk management is a holistic strategy and should be embedded
in the organisation;

•

Dynamic: Risk management activities are dynamic and responsive.

The risk management process is illustrated in Figure 4.12 as it was part of the
considerations for a leadership development framework. The relevance of the process
is that it is a holistic, continuous monitoring process put in place to prevent events from
occurring.
Figure 4.12: Risk Management Process

Source: Institute of Risk Management (2002)
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The risk management process is recognised globally as a vital part of effective
leadership to ensure ethical governance. Although the terminology might differ, the
function of risk management is to plan-implement-measure-learn in order to prevent
damage. The function is similar to the plan-do-check-act format based on international
standards that is followed by various global organisations (Hopkin, 2018). Also, in
South Africa, risk management is related to effective leadership and ethical
governance, for example, the downgrading of SA’s credit rating to junk status
(Spekman, 2017; Old Mutual, 2017). A lack of risk management led to on-going corrupt
leadership failures and the State of Capture Report (Madonsela, 2016). A further
example of the failure of good governance and risk management in the private sector
was the case of Steinhoff, which has had global financial repercussions (Bonorchis &
Kew, 2017).
Based on the literature study, the following hypothesis was formulated:
H8:

There is a positive relationship between the level of risk management and
ethical leadership.

4.3.11 Independent Variable: Emotional Intelligence
Emotionally intelligent leaders are capable of inspiring, arousing passion and creating
enthusiasm to keep employees motivated and committed (Radhakrishnan &
Udayasuriyan, 2010). Emotionally intelligent leaders understand the potential of toxic
work environments to destroy productivity leading to unsuccessful organisations.
Goleman et al., (2013) argued that a leader’s actions and moods affect those they
lead, as supported by neuro-science.
Toxic work environments lead to lower intentions of loyalty, higher stress, and worklife conflict for employees (Matos, 2017). Toxic work environments, created by leaders
who lack emotional intelligence skills, have the potential to create unethical work
cultures as a result of stress, burnout and derailment (De Beer et al., 2016: 725).
According to Golemen (2016), emotional intelligence refers to the management of self
and surrounding relationships. According to Goleman (2016), leaders should focus on
four emotional intelligence attributes: self-awareness, self-management, social
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awareness and relationship management. The essential competences of an
emotionally intelligent leader are illustrated in Figure 4.13 below.
Figure 4.13: Essential Attributes of Emotionally Intelligent Leaders

Source: Adapted from Goleman (2016)
A lack of the essential competences within the emotional intelligence model illustrated
in Figure 4.13 leads to what the Workplace Bullying Institute (2017) describes as: “the
repeated, health-harming mistreatment of one or more persons (the targets) by a
perpetrator. It is abusive conduct that is threatening, humiliating or intimidating, or work
interference – sabotage – which prevents work from getting done, or verbal abuse”.
Toxic leadership practices increase stress, burnout or derailment for employees. The
converse is that emotionally intelligent leaders are aware of their employees’ health
and the negative impact it can have on an organisation. It is of great importance that
emotionally intelligent leaders do not create toxic work environments or become
victims of stress or burnout themselves as this creates stress for employees, which
might lead to toxic situations (Melamed, Shirom, Toker, Berliner & Shapira, 2006).
Workplace stress in the US is responsible for 120 000 deaths per annum and
$190 000 in healthcare costs. In South Africa, the economic strain resulting from the
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fall in commodity prices, retrenchments, the weakening of the Rand, and higher diesel
and petroleum prices causes stress and burnout in organisations. South Africa is
ranked as the second “most stressed” nation in the world which can be attributed to a
lack of emotional intelligence and failed leadership derailment (De Beer et al., 2016:
725).
Ethical leaders understand the importance of their own and their employees’ health
and well-being. Ethical leaders are aware that emotionally healthy employees
contribute to a happier workplace which can increase organisational success and
profitability. Ethical leaders enhance the physical, emotional, intellectual, social,
vocational and spiritual attributes of employees (Rosen, 2013). Emotional maturity is
related to relational leadership to achieve team excellence, enhance productivity and
higher profitability. However, the opposite is also prevalent especially in organisational
collapse and leadership derailment. Examples of poor and unethical leadership
practices that contributed to the collapse of productivity and functionality are the SA
state and government institutions discussed in Chapter 3, including the SAPS (Da
Costa, 2018), SA Express (Business Tech, 2018), SARS (Corruption Watch, 2018),
SABC (Business Tech, 2018) and ESKOM (Corruption Watch, 2018).
Based on the empirical evidence, the following hypotheses were formulated:
H9:

There is a positive relationship between the level of emotional intelligence and
ethical leadership.

4.4

SUMMARY

The development of the theoretical model to be tested and verified empirically was
presented in Chapter 4 (Table 4.2). The factors that could influence the perceived
success of ethical governance were identified as the nine independent variables:
regulatory environment, strategic planning, stakeholders’ interests, accountability,
ethical conduct, values alignment, human development, risk management, and
emotional intelligence, and the intervening variable: ethical leadership. A total of 19
hypotheses were formulated to describe the possible relationships between the
various factors. The aim of the proposed theoretical model was to serve as a guideline
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for leadership to enhance the perceived success of ethical governance in the context
of the global leadership crisis and increasing incidents of unethical behaviour.
Chapter 4 included the ethical leadership development model for this research study
based on the literature reviewed and variables identified. The leadership development
model has also been recorded in Chapter 7 as part of the research findings.
In the next chapter, the research methodology applied for this study has been
presented and discussed. The research process, design, instruments and the methods
used to measure the theoretical model have been presented. Furthermore, the
population sample, sampling technique, data collection method, the reliability and
validity of the measuring instrument as well the data analysis techniques have been
discussed in Chapter 5. Structural equation modelling (SEM) was used to conduct
quantative testing of the data collected and assessment of the hypothesised
relationships of the theoretical model.
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CHAPTER FIVE
RESEARCH METHODOLOGY
5.1

INTRODUCTION

The field of governance has been researched widely. However, in view of the extant
global leadership crisis, the perceived success of ethical governance is being
researched more extensively (Shahid, 2016). The global leadership crisis has affected
global governance directly (Schwarts, 1996: 111) and the purpose of this study was to
address the factors that restrict the perceived success of ethical governance. This
research was conducted according to precise, thorough enquiry and structured,
systematic investigative processes in order to contribute to the body of information as
argued by Zikmund (2003: 6) and Han (2006: 18).
According to Li and Baker (2012: 229), the research methodology is a vital part of the
process to produce precise and reliable research results and outcomes. Mouton and
Babbie (2001) argued that research methodology guides the progress of the research
which includes: problem formulation, conceptualisation, operationalisation, sampling,
data collection, data analysis and interpretation. According to Li and Baker (2012: 23),
oversight of the research requirements leads to validity and reliability when findings
and recommendations are made.
In the first part of Chapter 5, the population and the sampling unit have been described.
In the second part, the questionnaire process has been defined. This involves an
understanding of the empirical study and a deeper understanding of the questionnaire
process as the research instrument. The administration of the questionnaire and the
data collection have also been discussed in this section. In the third part this chapter,
the operationalisation of the variables has been addressed. Validity and reliability of
the data as promoted by Babbie (2016: 403) have been considered. In the final part of
Chapter 5, the six stages of structural equation modelling (SEM) that were applied to
the theoretical model within the parameters of a quantitative research approach have
been described.
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5.2

RESEARCH DESIGN

According to Punch (2013: 3) and Mouton (1996: 107), the research problem has been
addressed once a course of actions according to a research design of procedures and
instructions has been followed. It follows that a research problem requires a unique
and specific design. Therefore, Mouton and Babbie (2001: 71) postulated that a
research design starts with the end in mind. For this reason, the methods for collecting
and analysing the data need clarity and structure. Collis and Hussey (2003) described
research design as the discipline of developing procedures to increase the validity and
reliability of the end results. In this study, the notion of a research model based on
quantitative, neutral, scientific and experimental processes, according to Collis and
Hussey (2003: 113) was followed. Positivist approaches are generally used in
quantitative research and rely on experimental methods which involve hypothesis
generation and testing to prove or refute the hypotheses (Cohen & Crabtree, 2006: 1).
Table 5.1 illustrates the key objectives of the positivist research model.
Table 5.1: Positivist Research Objectives
Objective

Procedure

1. Generate quantitative data

Highly specific and precise (Collis & Hussey,
2003)

2. Develop and test theories

Test and re-test (Welman & Kruger, 2001)

3. Develop explanations and
predictions

Validate relationships and generate
generalisations based on the theory (Leedy, 1997)

Source: Researcher’s own construct
As proposed by Hoyle (2014: 33) and Mora et al., (2012: 167), the findings of an indepth literature review were used to create a theoretical model according to which
hypotheses were formulated as discussed in Chapters 1 and 4. The relationships
between the dependent, intervening and independent variables were assessed
according to the procedures and guidelines recommended by Collis and Hussey
(2014: 224). The research process concluded with the acceptance or rejection of the
hypotheses (Leedy, 1997).
Quantitative research designs can be either descriptive or experimental (Hoyle,
2014:33; Mora et al., 2012: 167). For a precise estimate of the relationships of the
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variables, a descriptive study generates relations between the variables. Therefore,
sample collections greater than hundreds or even thousands are used in a descriptive
design which is restricted to establishing relations between the variables identified
(Collis & Hussey, 2014). Zikmund et al. (2013: 54) postulated that the goal of a
research design is to determine cause and effect between the variables. Hair (2010:
625) notes that cause and effect refer to the relationships between the variables.
Structural equation modelling (SEM) is a statistical methodology that confirms or
rejects the hypotheses by measuring a structural model and is grounded in cause and
effect (Hoyle 2012: 70).
A descriptive design requires a sample size that is considerably greater than that
required by an experimental design (Hair et al., 2013). Therefore, the 309 respondents
involved in this study provided an appropriate sample and the research design was
based on a classified, explanatory approach as proposed by Hoyle (2014: 161).
5.3

QUANTITATIVE TESTING AND ANALYSIS

As proposed by Collis and Hussey (2003), collecting, analysing and testing data
statistically were part of the quantitative research approach used in this study. A
quantitative research approach was used to address the research objectives and
questions by applying and measuring statistical measurements from a theoretical
model (Hair et al., 2013; Babin, Carr, Quinlan & Zikmund, 2015). A positivist research
approach requires an in-depth literature review from which construct hypotheses are
formulated as part of a theoretical model. The theoretical model includes three
elements: data collection, data analysis and hypothesis creation. The model is then
subjected to empirical testing or analysing using statistics (Collis & Hussey, 2014).
5.3.1

Population Studied and Sample Frame

Shah and Goldstein (2005) emphasised that SEM measures the relationships between
variables influencing a particular population. The population of a study was described
by Babin et al. (2015: 385) as a targeted group (unit of analysis) with a set of similar
specifications. According to Mouton and Babbie (2001: 84), the unit of analysis should
be aligned with the specific research questions and objectives.
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The unit of analysis or targeted group for this study comprised high-level leaders
including CEOs, executives, senior managers (private enterprises), public leaders,
and retired leaders (Zenger & Folkman, 2014). The focus of the study was on ethical
governance and leaders that negatively or positively influence unethical or ethical
outcomes of governance. The targeted group also consisted of leaders who influence
employees, subordinates or others by promoting unethical or ethical behaviour within
organisations. In order to link the independent variables of stakeholder involvement
and the regulatory environment, executive leaders whose responsibilities included
liaising between boards of directors and the organisations were also targeted.
Furthermore, the study was focused on the unethical or ethical behaviour of the
leaders of organisations.
Babbie (2016: 403) and Zikmund et al. (2013: 403) emphasised that greater
knowledge of the unit of analysis is an essential part of the sample process and
clarifying the objectives of the theoretical research. Therefore, the researcher made a
deliberate effort to study the leadership responsibilities before targeting specific
executive leaders as respondents. The responsibilities of leaders played an important
role as independent variables in the study. The independent variables were: regulatory
environment, strategic planning, stakeholder interests, accountability, ethical conduct,
values alignment, human development, risk management and emotional intelligence.
The intervening variable was ethical leadership.
The proposed contact list that was aligned with the specifications of the research
objectives and outcomes included the following: firstly, individual, high-level leaders of
large organisations were contacted randomly and invited to participate in the electronic
leadership survey. Secondly, organisations were contacted to share their distribution
lists of high-level leaders within their organisations. The high-level leaders were
contacted and invited to participate in the electronic leadership survey. Thirdly,
distribution lists of various multi-national organisations including the business
television programme, Ontbytsake (KykNet, DSTV Channel 144), were used to contact
high-level leaders nation wide to participate in the electronic leadership survey. The
result was that local and international leaders from private and public enterprises
participated in the leadership survey.
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5.3.2

Sampling Method

The research design and sampling method were described briefly in Section 5.2. In
this section, a more thorough explanation has been provided. Zikmund et al. (2013:
66) referred to sampling as the end result drawn from measurements based on the
participation of the population.
According to Tille (2006: 1), the purpose of sampling is to generate knowledge by
understanding clear descriptions made by the population. Therefore, sampling is an
effort to clarify a specific group’s understanding of the features and interactions of a
certain discipline (Bryman & Cramer, 2003: 94). Babbie (2016: 99) argued that
scientific results are most clear when the population is diverse in terms of nationality,
race and language. Mouton (1996: 67) argued that the researcher should include clear
guidelines to validate the membership of the participant population.
Accordingly, South African as well as international, high-level leaders from private and
public enterprises was included as the sample population. The population unit
consisted of one element, namely, leaders in private or public positions. Furthermore,
selection of sampling units can be based on “probability” or “non-probability”.
According to Zikmund et al. (2013: 392), “probability” refers to when a researcher is
unable to determine which part of the population can participate in the research
sample. The alternative refers to a specific selection based on judgement (Babbie,
2013: 199). In this study, non-probability sampling was used and a specific population
group was identified. Babbie and Mouton (2001: 277) argued that initial knowledge of
the sampling unit guarantees alignment with the research objectives and questions as
indicated in Chapter 1 and leads to a reliable sample.
In this study, the local and international leaders that were targeted as a population
group were identified furthermore by means of a non-probability, convenience,
snowball sampling method. Non-probability, convenience, snowball sampling was
described by Zikmund (2013: 392) as a process of finding respondents who are
available and easily identified. Zikmund (2003: 380) emphasised that non-probability
sampling is an appropriate process to obtain large amounts of data but does not have
the potential to confirm certain samples within the model. According to Babin et al.
(2015: 180) snowballing is regarded as a reliable research approach which targets
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certain individuals identified in the sample population process. The targeted individuals
identify and inform other respondents from the corresponding population to participate
in the research sample (Collis & Hussey, 2014: 132).
The snowball sampling method applied in this study was effective as it acquired the
relevant data from the selected population. Apart from hard-copies that were
personally handed out to identified leaders who fitted the criteria, personal e-mails
were also sent. Both the hard copy questionnaires and e-mails included an
introductory letter (Annexure A) on a Nelson Mandela University (NMU) letterhead
informing the participants about the research, emphasising that it was a voluntary
process and that all information would be confidential and anonymous. The
introductory letter contained an internet link that automatically connected the
participant to the online questionnaire. All correspondence was treated confidentially
and was regarded as legitimate because the online questionnaire software, Question
Pro, prescribed by NMU was used. The snowball method succeeded in obtaining large
and relevant amounts of data from nine countries between October 2017 and February
2018. A total of 4409 potential participants were targeted with 309 participants
completing the questionnaires.
5.3.3

Sample Bias

According to Zikmund (2003), biased responses can have a negative effect on data
collection. Biased responses are a result of respondents’ reactions to particular
questions that can lead to invalid research findings (Jugenheimer, Kelley, Hudson &
Bradley, 2015: 140). Biased respondents consciously misinterpret the trustworthiness
of the question statements by dealing with them in a suspicious manner (Leedy, 1997).
Furthermore, often researchers are more concerned about the quantity of responses
received than with potentially biased content (Zikmund, 2003). The researcher
undertook precise steps in designing the questionnaire to ensure that participants
understood the required response to each question clearly to counter sample bias.
Therefore, the potential of biased responses was recognised intentionally and efforts
were made to diversify the respondents in terms of expertise, qualifications, age,
experience, positions, nationality and gender. It was of the utmost importance that an
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intentionally well-balanced, diverse sample took part in this study in order to address
the research objectives and questions (Babbie & Mouton, 2001: 49).
5.3.4

Sample Size

Kline (2016: 16) postulated that the reliability of the SEM process depends on the size
of the sample. An appropriate sample size leads to reliable estimates, an accurate
model fit and statistical significance as indicated by Shah and Goldstein (2005). Collis
and Hussey (2003) suggested that a positivist research approach, as described in
Table 5.2, depends on large sample sizes. The recommended sample size ranges
between 200 – 400 participants for 10 – 15 variables. In this study, the variable count
was 11 and 309 participants responded to the leadership survey. Table 5.2 shows the
sample size, total number of questionnaires returned and percentage response.
Table 5.2: Overall Sample Information
Item

Quantity

Total Questionnaires sent by e-mail

4409

Sample Size

309

Response Rate

7%

During October 2017, 51 questionnaires were completed. The number increased to
101 between October and November 2017. Between November and December 2017
responses decreased to 3. From December 2017 to January 2018, the count
increased to 144 responses and, from January to February 2018, the count decreased
to 4 responses. Owing to increasing global leadership failures and the high incidence
of unethical governance exposés over a specific time, the researcher’s intention was
the timely capture of participant’s responses. This was in line with the notion of timeous
data collection to strengthen validity and reliability according to McMillan and
Schumacher (2001: 305). The concentrated effort to collect data by the researcher,
who engaged constantly with participants on a daily basis proved to be successful as
a total of 309 completed questionnaires were captured over a five- month period. The
graph in Figure 5.1 illustrates the timeline of the questionnaire responses.
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Figure 5.1: Timeline of Responses

5.4

THE EMPIRICAL STUDY

In the following sections, the process of building the theoretical model has been
described. Furthermore, the reliability of the measuring instrument, data collection,
questionnaire outline, qualifying questions and operationalisation of the variables has
been discussed.
5.4.1

Method of Data Collection

An appropriate method for collecting data requires a unit of analysis for the individuals
who participate in the survey (Babbie & Mouton, 2001: 49). According to Zikmund et
al. (2013: 184), research surveys are trustworthy measurements to use for large
samples. The measurements include the beliefs, orientations, attitudes or opinions of
the participants and are regarded as reliable research methods. Research surveys are
most commonly carried out online which is cost-effective, practical, and helps
researchers to use their time more effectively (National Business Research Institute,
2018). The greatest benefit of electronic surveys is that they can reach large and
diverse sample populations rapidly, locally or globally, to obtain legitimate results.
An online survey questionnaire was used for this study, based on selected variables
that were relevant to the perceived success of ethical governance in the context of the
growing, global, leadership crisis. Participants responded to 74, easy-to-read
questions. The questions were based on recent and relevant, academic literature as
recommended by Collis and Hussey (2014: 66).
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The development of the questionnaires has been discussed in the next section as well
as the scales used to measure the reliability and validity of the responses. After the
responses had been collected, the data were assessed using exploratory factor
analysis (EFA). The second step in measuring for statistical significance involved the
six stages of SEM.
5.4.2

The Measurement Instrument

Zikmund et al. (2013: 334) argued that the design of a questionnaire is an essential
process to generate data from a selected population group. The questionnaire is
thoroughly tested by individuals in a pilot study and continuously refined. The aim of
the process is to edit and align the questionnaire with the specific research questions
and identified objectives. The questionnaire is an efficient and time-effective research
tool to reach respondents beyond the researcher’s physical capabilities (National
Business Research Institute, 2018). The guidelines for the process of designing a
questionnaire, proposed by Leedy (2001), are shown in Table 5.3.
Table 5.3: Guidelines for Designing a Questionnaire
Feature

Guideline

Clarity

Clear and understandable language prevents confusion for
respondents

Alignment

The alignment with the Research Objects and the Research
Questions in the Questionnaire should be clear

Planning

Proper planning is the foundation of a Questionnaire: the
researcher is obliged to communicate and highlight this
information to the respondents

Cover Letter

A cover letter with background and instructions is very
important to eliminate confusion for the respondents

Source: Adapted from Leedy and Omrod (2001)
The results of the literature review discussed in Chapters 2 and 3 were used to design
a comprehensive, easy-to-understand questionnaire. The hypotheses in the
theoretical model were supported by the literature reviewed and described the
variables that could influence the perceived success of ethical governance. The
questions were designed carefully with specific and topic-related wording to obtain
clear and relevant data from the targeted population group. Various business
proposals and financial reports of multi-nationals and public-sector documents were
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analysed to ensure that terms and language issues were in line with executive leader’s
responsibilities (University of Georgia, 2012). The questionnaires consisted of three
sections: demographic questions, qualifying questions and question-statements
related to the literature review.
A cover letter was used to introduce the researcher and the promoter of the study and
to invite respondents to participate. The letter provided additional information
including: instructions, the aim of the research, the number of questions and estimated
time to complete the questionnaire, and assurance of confidentiality. The prescribed
online software, Question Pro, was used and supported by NMU and ICT.
5.4.3

Questionnaire Design

The questionnaire included a section for background information, which contained
nine qualifying and demographic questions. The other 65 question-statements were
arranged randomly to prevent manipulation that could lead to poor results (Zikmund,
2003). The questions contained aspects related to the perceived success of ethical
governance and the identified independent and intervening variables.
A descriptive scale was used to gauge the extent of respondents’ agreement (Collis &
Hussey, 2014). The 65 question-statements measured 11 variables with a descriptive,
7-point Likert-type scale as shown in Table 5.4.
Table 5.4: 7-Point Likert-type Scale
No.

Extent of Agreement

1.

Strongly disagree

2.

Disagree

3.

Somewhat disagree

4.

Neutral/ No opinion

5.

Somewhat agree

6.

Agree

7.

Strongly agree

Source: Javaras (2004).
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Zikmund et al. (2013: 339) explained that the Likert Scale measures respondents’
attitudes, experiences or beliefs relating to identified topics. Both Leedy and Ormrod
(2001: 92) and Cooper and Schindler (2011:

276) recommended an interval

measuring scale that produces sophisticated statistical analysis. The statistical
analysis includes various parametric procedures such as t-tests and F-tests, which
lead to reliable and significant research findings (Cooper & Schindler, 2011). The
Likert-type Scale was used for this study to produce statistical results for SEM.
5.4.4

Respondent Qualification

Collis and Hussey (2014) postulated that the respondents of the research population
are referred to as the unit of analysis which is aligned with the research questions and
objectives. Mouton and Babbie (2001) argued that respondents must be capable and
competent to participate in the research survey. Welman and Kruger (2001) further
highlighted the importance of the respondents understanding and grasping the
questions. The unit of analysis for this study included high-level leaders from private
or public enterprises on a national and international level.
For this study, questions were designed carefully by reviewing the questions against
relevant and recent literature. The questionnaires were tested with high-level leaders
in organisations, including lecturers or PhD graduates from the NMU Business School
and a data analysis lecturer from the University of Stellenbosch, who agreed to assist
in a pilot test. The distribution lists were sent to upcoming, mid-level, senior and
executive leaders in private and public enterprises.
The questionnaires did not pose unrealistic demands. Each question addressed one
topic; the questions did not have an escapable route, to prevent double meanings; the
questions were easy to read, and concise language was used. Based on feedback
from the test population group, the questionnaire was edited. The ultimate aim of
refining the questionnaire was to ensure that the wording of the questions was
understandable in different cultures of leadership in SA, on the African continent and
amongst global executive leaders in accordance with Hofstede (1994; Meyer &
Boninelli, 2004).
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5.4.5

Operationalisation of Variables

Establishing the reliability of the theoretical definitions of the identified variables is
referred to as the operationalisation process. The operationalisation process is the
connection between a theoretical model and a set of measurement methods. The
measurement method for this study involved a questionnaire based on the various
constructs presented in the theoretical model, in accordance with Neuman (2011:
203). Cooper and Schindler (2001: 57) argued that the operational definitions should
be tested specifically and measured according to criteria. The operational definitions
offer a reliable foundation for the selection of individual items for each construct (Hair
et al., 2010: 637). The characteristics of the operational definitions are required to
stipulate measurements thoroughly and how they will be perceived. Cooper and
Schindler (2011: 57) highlighted the relevance and simplicity of concepts in order for
them to be understood by the respondents.
In the next section, the process that was used to generate reliable measurement
scales has been explained as well as the operational definition for each variable
involved. The measurement of the dependent variable, the perceived success of
ethical governance, was measured by eight items. The definition of the dependent
variable has been discussed in the following section.
5.4.5.1

Operationalisation of the Dependent Variable

The aim of this study was to examine the factors that affect the perceived success of
ethical governance as identified in the theoretical model. Governance refers to the
governing body, oversight or shared control that leaders have to enhance the
prosperity and trustworthiness of an organisation (King IV Report, 2016; Upadhyay,
2018). Governance is the continuous process of developing policies and the shared
responsibility of members to ensure that correct procedures are followed to implement
and monitor the policies and responsibilities (Business Dictionary, 2018).
Owing to the recent leadership and economic crisis, including high-level corporate
failures, close attention has been given to ethical governance globally. Globally,
organisations have been adapting their governance positions in an attempt to restore
stakeholder confidence and eradicate corruption and unethical behaviour (KPMG,
2018). An organisation does not exist on its own or in the midst of a selective
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leadership corps and, therefore, should have transparent and accountable structures
in place (Henriques 2007; Bovens, 2005). Ethical governance must begin within the
heart of stakeholders. The King IV Report (2016) on ethical governance encouraged
ethical leadership within organisations to implement and integrate good and ethical
structures. Ethical leaders enhance ethical governance (PwC, 2016). King (2016)
explained the objective of ethical governance as being:
To make corporate governance more accessible and relevant to a wider range of
organisations, and to be the catalyst for a shift from a compliance-based mindset
to one that sees corporate governance as a lever for value creation.

The King Report (2016) provided practical mechanisms for enhancing ethical
governance within organisations. The Legislative Assembly for the Australian Capital
Territory (2016) stated that ethical governance ensures fair treatment for all and that
accountable structures should be in place for all who have responsibilities.
Transformation based on ethical governance requires a holistic approach that involves
the board of directors, the regulatory environment, board operations and oversight,
business ethics, and risk management. This approach highlights ethical strategies,
integrity, CEO and CFO certification, ethical leadership, internal audits and fraud risk
management (KPMG, 2018).
According to the King IV Report (2016: 4), the governing body must adhere to ethical
governance to ensure that an ethical culture is created. The ethical culture refers to
the values that are implemented within organisations.
5.4.5.2

Operationalisation of the Intervening Variable

Ethical leadership plays an essential part in achieving the perceived success of ethical
governance (King Report, 2016). The world today is volatile, uncertain, complex and
ambiguous. Madeleine Albright, former US Secretary, stated appositely: “There are an
awful lot of things going on that need understanding and explanation. To put it mildly:
The world is a mess”. The mess of the world has been evident in the geopolitical
situation where leaders and governments are under investigation or are questioned
for their integrity levels, globally. The depressed oil prices, rising violence and conflict,
and global climate insecurity are only some of the challenges the world faces.
According to Elon Musk, the technological sphere, and artificial intelligence (AI) in
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particular, is ever-changing and developing to such an extent that it has potential for
risk and danger (Finlay, 2017). Challenges include global warming, Ebola outbreaks
in Africa, and the scarcity of resources (drought in the Western and Eastern Cape of
SA). There have been increasing examples of leaders behaving unethically in private
and public enterprises which threaten the global market and the environment as
analysed previously.
As previously mentioned, Maxwell (1998) stated: “Everything rises and falls with
leadership”. Els (2016: 54) argued that ethical leaders are governed by a set of codes
which enhance ethical decision-making and behaviour. Ethical behaviour is disrupted
when leadership succumbs to unethical behaviour and intentionally decides to
participate in wrong-doing. Globally, leadership has been challenged by various
corruption scandals as mentioned earlier. Corruption is referred to as the abuse of
power within the private or public sector for personal wealth or gain (OECD, 2016).
Ethical leadership has been threatened by toxic leaders, globally. Toxic leadership
intentionally acts to destabilise the organisational work environment for the promotion
of self. Toxic leaders are focused on self-gain and wealth rather than geopolitical
stability, curbing global warming or conserving resources. According to Veldsman
(2016: 745), toxic and unethical leaders account for 40% of leaders today.
Ethical leadership has been summarised in the King IV Report (2016: 5) as the
behaviour of people when no one is looking. In this study, the definition of ethical
leadership is based on recent and relevant literature. It is evident that cultures of
accountability and transparency within organisations play a pivotal role in enhancing
ethical governance (Henriques, 2007). Ethical behaviour enhances trust which leads
to organisational and financial gain. “Organisations that build on an ethical culture
outperform organisations that don’t reduce their exposure to ethical lapses that cause
breakdowns” (King Report, 2016). Wulfers (2016: 393) argued that ethical leaders are
consistent in their behaviour, apply ethics in their organisations and are trustworthy
and honest. Ethical leaders “who are willing to reflect relational transparency develop
relationships of trust and mutual respect with their followers” Wulfers (2016: 394).
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5.4.5.3

Operationalisation of the independent variables

In this section, the following independent variables have been discussed: regulatory
environment, strategic planning, stakeholders’ interest, accountability, ethical conduct,
values alignment, human development, risk management, and emotional intelligence.
a) Regulatory Environment
The regulatory environment is significant for this study and essential for enhancing the
perceived success of ethical governance. According to Lutzker (2016), regulatory
compliance can be divided generally into four categories:
•

Business registration: licences and safety requirements;

•

Specifics of business processes: employee relations and workplace safety;

•

Specific industries: health care, banking, finance and insurance;

•

Business activities: protection of intellectual property, prevention of unfair
competition and deceptive trade practices.

According to an empirical study involving 400 CEOs from the United States (US), 34%
of CEOs increasingly spend considerable time with regulators (KPMG, 2014). The
regulatory environment in the US is focused especially on health care and financial
services. Within the financial sector, the regulatory directives are intended to achieve
transparent and risk-free markets. The pace of regulatory change globally has become
faster (Moreno, 2014).
The dynamic and fluid regulatory environment forces organisations to do the right thing
and comply with laws and legislation (KPMG, 2014; Ethics and Compliance Report,
2014). Organisations are required to set clear directions for how regulatory compliance
should be approached. Changes in legislation are reported and monitored by internal
auditors. Organisations are required to develop robust policies and procedures and to
establish a cultural approach to ethical compliance. A cultural approach to ethical
compliance means that employees regard themselves as partners in, and not subjects
of, compliance (Kaplan & Walker, 2014).
Deloitte (2013) found that the growing relevance of the regulatory environment and
the rapid changes in regulations are attributed to global financial crimes, including
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money laundering, corruption scandals and bribery. David Williams, CEO of Deloitte
Financial

Advisory

Services

(2013)

said:

“Increasingly,

management

has

accountability for compliance and that has cultural implications, as new compliance
needs drive changes in incentive structures, performance measurement, education
and training” (Deloitte, 2013). The pillars of the regulatory environment are highlighted
by Deloitte (2013) as being: robust ethical governance procedures, accountability
systems for the prevention of money laundering, the freedom and independence of
the regulatory compliance task committee and organisational values that stress
compliance (Deloitte, 2013).
The regulatory environment requires organisations to have an intentional aim to create
a healthy culture (Ethics and Compliance Report, 2014). A healthy culture is the driving
force that propels good behaviour within organisations. Furthermore, effective ethical
leaders do not “do” ethics; they rather “do” culture that promotes regulatory compliance
(Ethics and Compliance Report, 2014). The regulatory compliance within
organisations ought to create healthy organisational cultures as described in
Chapter 2.
b) Strategic Planning
According to Hatch and Schultz (2004), strategic planning for an organisation is a
holistic approach that includes various processes for achieving ethical governance.
The strategic plan of an organisation includes the corporate strategy, corporate image
and corporate reputation. The nexus between these elements is created, developed
and sustained by ethical leadership (Cornelissen, 2011).
Balmer and Greyser (2003) argued that the corporate strategy, corporate image and
corporate reputation and the perceptions that clients and internal or external
stakeholders have about the organisation are developed over time. Goiia, Schultz and
Corley (2000) argued that the corporate strategy, corporate image and corporate
reputation determine the brand identity of an organisation. The brand identity refers to
the “central idea of an organisation”, which includes the vision, mission, core values
and organisational culture that is created, and is upheld by ethical leaders who
thoroughly, intentionally and strategically plan for an organisation with an ethical
culture and image (Goiia et al., 2000).
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c) Stakeholders’ Interests
Stakeholders’ interests play a pivotal and dominating role in the perceived success of
ethical governance. The strategic planning of organisations is required to adopt a
stakeholder-inclusive approach (King: 2016) that balances the needs, interests and
expectations of the employees, stakeholders and clients of the organisation
(Coronation, 2018). Furthermore, Rensburg and De Beer (2011: 160) contended that
the internal stakeholders serve as a reflection of an organisation to external
stakeholders. The reflection of the internal stakeholders becomes the image for
external stakeholders and the world to see. The corporate image of employees is the
foundation on which the corporate image is built. There is a strong relationship
between the trust of the employees and the loyalty of external stakeholders and clients
that determines the overall reputation and success of organisations (Dortok, 2006).
Slabbert (2014) pointed out that the stakeholder-inclusive approach received
international attention when Mervin King from South Africa published the King III
Report on Corporate Governance. Rensburg and De Beer (2011) defined stakeholder
inclusivity as the right of stakeholders to be heard and to be held accountable for their
involvement. In decision-making, the board represents the best interests of
stakeholders. According to AccountAbility (2015), stakeholders’ interests are
enhanced by stakeholder engagement. The stakeholder-inclusive approach is
practised by ethical leaders who influence the perceived success of ethical
governance (Slabbert: 2014).
d) Accountability
According to Morgenrood from Moneyweb (2017), the “King IV’s success hinges on
accountability” and ethical leadership. Loew, from The Brandon Hall Group (2014),
postulated that leadership requires accountability systems and procedures.
Accountability occurs when leaders take responsibility for their decisions, behaviour
and actions. Reyes (2006) provided a practical framework for accountability as being:
The acknowledgment and assumption of responsibility for actions, products,
decisions, and policies including administration, governance, and implementation
within the scope of the role or employment position and encompassing the
obligation to report, explain, and be answerable for resulting consequences.
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Ethical leaders are accountable for their decisions and actions (Elkington et al., 2017;
Veldsman et al., 2016: 391; Diale, Maserumule & Mello 2007: 638). By contrast, the
previously mentioned CEO of Steinhoff, Markus Jooste, disappeared and authorities
were not able to hold him accountable for his unethical behaviour. Markus Jooste and
colleagues, Dirk Schreiber and Siegmar Schmidt, manipulated Steinhoff’s accounts
for three years with devastating effects for shareholders globally (Business Insider,
2017).
Diale et al., (2007: 638) argued that leaders with power are answerable to the people
they serve. Therefore, accountability is a fundamental requirement in ethical
leadership which plays a pivotal part in the perceived success of ethical governance
(Moneyweb, 2017).
e) Ethical Conduct
Throughout this study, ethical conduct is regarded as a significant driver of the
perceived success of ethical governance. Ethical Systems.org (2018) considered
leadership to be the most important ingredient in an ethical system designed to support
and sustain ethical conduct.
Promoting codes of ethical conduct is the assurance that the values and goals are
aligned with the objectives of the organisation (Raga, 2008). Ethical conduct is part of
strategic planning and an attribute of leadership that creates an ethical culture within
organisations. Codes of ethical conduct do not function in isolation but are integrated
with the strategic plan to create, develop and sustain an ethical culture (Towerstone
Leadership Centre, 2016; Deloitte, 2018). Once a strategic plan and ethical culture
have been created, ethical conduct not only serves as a road map for employees and
leaders but is an organic process that can be defined as a lifestyle (Gould, 2013).
An example of an ethical culture based on an organic ethical code of conduct was
articulated by PepsiCo (2012) as:
Our reputation for acting ethically and responsibly is built one decision at a time,
every day, by each of us. Our code, together with our company policies, gives you
the information you need to perform your job ethically... Global laws are complex,
however, following our Code and policies will help ensure your compliance with
applicable local laws.
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PepsiCo (2012) expected their leaders, managers and subordinates to lead by
example and embrace the code of conduct. Integrity was rewarded, ethical decision
making was encouraged, and creating transparent work environments prevented
retaliation in cases of reporting. Ethical Systems.org (2018) claimed that ethical codes
of conduct are clear priorities of ethical leaders and those leaders are responsible to
develop an ethical culture.
f) Values Alignment
Values are key pillars of effective leadership in achieving the perceived success of
ethical governance. The lack of value-based leadership was evident in the case study
of the Wells Fargo Financial Service Company situated in San Francisco who paid
fines of $185 million for fraud against employees (Premachandra & Filabi, 2018).
Immense ethical breaches, as in the case of Wells Fargo, are a worrying and
threatening fact for many large financial companies and other organisations (Smith,
2016). Unethical behaviour can be ascribed to values that are absent or not aligned
with an organisation’s vision, culture and identity.
Daniel Tarullo, the Governor of the Federal Reserve Board, argued that decisionmaking by employees and leaders must be consistent with the values of the
organisation (Tarullo, 2014: 5). The Group of Thirty (2015: 46) maintained “achieving
consistent behaviour and conduct aligned with firm values, are key to strategic
success”.
Kaplan and Norton (2001) found that only 7% of employees comprehend and
understand an organisation’s values and what is expected of them. A key leadership
attribute is to ensure that the alignment of values is achieved and that consistent
ethical behaviour prevails (Group of Thirty, 2015). Trevor and Varcoe (2017) identified
the following reasons for mis-aligned organisational values:
•

Leaders are unaware of the importance of value alignment and the benefit for
organisations;

•

Values alignment belongs to a group of individuals. Mistakenly leaders often
believe that values alignment belongs to a selected few individuals;

•

Values alignment ought to be simple and straight forward.
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A holistic approach includes values alignment and ethical conduct as part of the
strategic plan to cultivate an ethical culture which is tightly managed (Trevor & Varcoe,
2017). Core values should be embedded in organisational mission statements and
goals (Blanchard, 2012). It is common practice that value-based organisations often
display key values on banners throughout buildings in reception areas, factory floors
and boardrooms as constant reminders to pursue ethical governance (Davidson,
2005).
g) Human Development
Premachandra and Filabi, (2018) argued that “positive human growth and
transformation” is a core value of organisations. Howard (2014) argued to “put humans
back in the driver’s seat….The goal is to liberate people to try to do what’s right and
sensible, accountable to those around them”. Human development is a fundamental
part and integral independent variable of this study to promote ethical leadership in
pursuit of the perceived success of ethical governance. Angela Merkel (2017),
Chancellor of the Federal Republic of Germany, made a profound statement
emphasising that ethical leaders have “a responsibility, day in and day out, to make
sustainability a guiding principle in action.”
Progress has been made in human development globally (Merkel, 2017; Human
Development Report, 2016). In 1990, the number of countries with low human
development indices was 63. In 2015, the number declined to 41 countries. People
alleviated from low human development lifestyles declined from 3.2 billion to 1.2 billion
in 2015 (Human Development Report, 2016:26). Melinda Gates, Co-chair of the Bill
and Melinda Gates Foundation (Human Development Report, 2016) identified that
formulating a clear view of poverty and deprivation is a key fundamental phase in
designing and implementing effective policies and interventions towards poverty
reduction.
Unfortunately, various challenges and barriers exist that perpetuate low human
development lifestyles, including economic, social, political and cultural sanctions
(Merkel, 2017). Ethical leaders can break the vicious circle by focusing on gender and
ethnicity within the workplace. The focus can shift from quantity to quality of
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achievement and the inclusion of emerging data to complement the traditional
methods (Human Development Report, 2016).
Ethical leaders can play a significant role in promoting and creating awareness of
human development. Ethical organisations can re-orientate their positions on human
development policies; adapt specific measures for those with special needs;
implement strategies to make human development a reality and empower the
voiceless (Human Development Report, 2016). According to the Human Development
Report (2016), human development and governance emphasise regulation of global
markets that ought to be reformed, and strengthening of global, civil society.
h) Risk Management
As discussed in Chapter 2 (Figure 2.1), organisations operate in a VUCA context
(Loyd, 2015). The VUCA context causes organisations to adapt to continuous change
which requires constant monitoring because of potential risks from global, political and
economic sanctions. High performance standards and expectations of clients can
jeopardise an organisation’s identity if major interruptions are not resolved rapidly and
effectively. Risk management is an essential and integral part of ethical governance
(South African Reserve Bank, 2018).
According to the Ethics Institute (2012: 11), risk management is the process of
directing and arranging resources and procedures to address uncertain and
interruptive events. The upside of risk management is the opportunity for possible
innovation and competitive advantage. Furthermore, the opportunity exists to expand
the organisation’s vision, culture and identity. Figure 5.2 illustrates the four-stage
approach of risk management.

269

Figure 5.2: Risk Management Framework

Source: The Ethics Risk Handbook (2012)
The Risk Management Framework in Figure 5.2 consists of the following: Plan
(establish), Do (implement), Check (monitor) and Adjust (improve). The four-stage
approach ensures that organisations adapt to potential risks and seek the best
alternative route to succeed in VUCA times (The Ethics Risk Handbook, 2012).
Various authoritative scholars argue that VUCA times in the South African context are
unstable, worrying, threatening and accelerating. Table 5.5 lists the Top 20 South
African risks according to the Institute of Risk Management South Africa (2018) that
pose critical challenges to leaders in upholding ethical governance:
Table 5.5: SA Risks Rankings
1.

Very high unemployment rates

2.

Unmanageable corruption, fraud and briberies

3.

Governance and regulatory compliance uncertainty

4.

Failure of governance

5.

Lack of leadership

6.

Growing income disparity

7.

Macro-economic development and fluctuations

8.

Profound political instability

9.

Cyber attacks
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10.

Skills shortage and the inability to attract top talent

11.

Escalation in organised crime

12.

Labour strikes

13.

National economic slowdown

14.

Inadequate education

15.

Data theft and data fraud

16.

Social instability

17.

Loss of reputation

18.

Extreme weather events

19.

State collapse

20.

Inadequate critical infrastructure

Source: The Institute of Risk Management South Africa, 2018
Although the risks within SA are worrying, it is of utmost importance for ethical leaders
in private or public enterprises to respond to potential risks and promote ethical
organisations (The Ethics Risk Handbook, 2012). Ethical organisations have a
mandate to apply the four stages of the Risk Management Framework (Figure 5.2) to
prevent and eliminate any form of unethical behaviour and to adapt to risks as
indicated by the SA risk rankings.
i) Emotional Intelligence
Goleman (1995) argued that a high intelligence score contributes to only 20% of the
success of employees while emotional intelligence contributes to 80% of the success
of employees. Statistics indicate that 47% to 56% of leaders who succeed are
emotionally intelligent (Stein & Book, 2000). Based on a global study, Cann (2015)
identified courage, inspiration, social justice activism and an ethical foundation as key
leadership attributes (Cann, 2015). Els (2016: 448) stated that leaders are required to
pursue ethical governance and cites Pretorius (2013: 112), who states: “Before you
are a leader, success is all about growing yourself. When you become a leader,
success is all about growing others.”
Ethics and emotional intelligence are closely related, and organisational culture is
created by ethical leaders who have the capacity to influence employees by making
ethical decisions and empowering others (Cabral & Carvalho, 2014). Goleman (2004)
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argued that emotional intelligence is the basis for effective leadership. Emotional
intelligence refers to self-control over emotions and being able to put others’ emotional
well-being first (Cabral & Carvalho, 2014: 5).
Emotionally intelligent leaders are capable of making correct assumptions about
people, saying the right things at the right times. (Caruso & Salovey, 2004: 52).
Emotional intelligence refers to self-awareness, self-regulation, motivation, empathy
and decision-making (Agarwal & Chaudhary, 2013: 29) and enhances trust between
employees and leaders, which leads to ethical outcomes. Emotional intelligence,
spiritual intelligence and ethical leadership are closely correlated as they attempt to
create a better world for all by means of vision-and-value leading, serving and
empowering others and carrying a deep sense of purpose (Els, 2016: 348). Therefore,
emotional intelligence is regarded as an attribute of ethical leadership which enhances
ethical governance. Emotional intelligence is a key leadership attribute to enhance
relational leadership to counter VUCA environments in both private and public
domains (Goleman, 2004).
5.4.6

Pilot Study

A pilot study is described as a test run to detect flaws in the design of a questionnaire
(Cooper & Schindler, 2011: 215). Babin et al. (2015: 279) argued that a pilot study
enhances the consistency and reliability of the measuring instrument. The aim of a
pilot study is to receive feedback from a small sample group about irregularities and
inconsistencies in a questionnaire. Mouton and Babbie (2001: 166) indicated that
academics, experts within the researched discipline and colleagues may be invited to
participate in a pilot study. Those invited can confirm whether the measuring
instrument is reliable and aligned with the research objectives.
The pilot study for this research project was conducted with 15 participants. The
participants included high-level leaders in corporate organisations, lecturers, PhD
graduates and public officials. The feedback received from the pilot study was
analysed statistically. The statistical analysis confirmed that the instrument was
reliable, and that the questionnaire was easy to read and understandable. The
questionnaire was finally confirmed by a small group of experts in the field of
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questionnaire design, as recommended by Oppenheim (2000) and Mouton and
Babbie (2001: 166).
5.4.7

Administration of the Questionnaire

During October 2017 to February 2018, high-level leaders from private and public
enterprises were identified as the sample population for this study (Section 5.3.1). A
non-probability sampling method, using a convenience snowball technique (Section
5.3.2) was used. The Information and Communications Technology Department (ICT)
of the Nelson Mandela University hosted the online version of the survey. The cover
letter and questionnaire were uploaded electronically to Question Pro Surveys.
Respondents were invited by e-mail with a link to the online survey.
During the data collection period, the researcher had access to examine the completed
questionnaires and make evaluations according to gender, age, experience and the
level of leadership in the enterprise concerned. The returns were monitored as
suggested by Babbie (2016: 263) to obtain a holistic image of the captured data.
The survey cover letter included instructions and an explanation of the purpose of the
study. The respondents were assured that feedback would be anonymous and were
invited to contact the promoter responsible for this study. The completed
questionnaires were kept on record at the ICT Department of NMU. To obtain reliable
responses the following criteria was used:
•

Questionnaires were rejected if only one scale option was selected for all items
owing to a possibility that respondents did not read the questionnaire.

•

Questionnaires were rejected if all the questions were not completed.

The fields for educational qualifications and leadership involvement had cumulative
totals of 358 and 353 respectively, while the total count of completed surveys was 309.
The reason for the discrepancies was the participants who did not complete the
leadership survey but completed only the sections mentioned above. The
uncompleted leadership surveys (totalling 49 and 44 respectively) were disqualified
from the data. The total number of e-mails sent was 4409. A total of 768 of the sample
population viewed the mails. The total number of completed surveys was 309, which
was regarded as an appropriate sample size.
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5.5

DEMOGRAPHIC INFORMATION

The demographic questions have been explained and categorised according to:
gender; whether the respondents regarded themselves as leaders; age; level of
leadership; the sector in which the respondents worked (private, public, nongovernmental, or retired); educational qualification; and in which country the
respondents served as leaders. This demographic information has been summarised
in Table 5.6:
Table 5.6: Respondents' Demographic Information
Frequency

Percent

Cumulative
frequency

Cumulative
percent

Male

213

69

213

69

Female

96

31

309

100

Frequency

Percent

Cumulative
frequency

Cumulative
percent

18 – 25 years

2

0,6

2

0,6

26 – 35 years

69

22

71

22.6

36 – 45 years

63

20

134

42.6

46 – 55 years

102

33

236

75.6

56 – 65 years

54

18

290

93.6

66 and older

19

6

309

99.6

Frequency

Percent

Cumulative
frequency

Cumulative
percent

None

1

0.3

1

0.3

Matric

52

15

53

15.3

Certificate

49

14

102

29.3

Degree

99

28

201

57.3

Honours degree

76

21
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78.3

Master’s degree

50

14

327

92.3

Doctorate

15

4

342

96.3

Other

16

5

358

101

Gender

Age

Qualification
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Frequency

Percent

Cumulative
frequency

Cumulative
percent

Private

218

61

218

61

Public

114

32

332

94

NGO

17

5

349

99

Retired

4

1

353

100

Frequency

Percent

Cumulative
frequency

Cumulative
percent

Upcoming

10

3

10

3

Mid-level

90

29

100

32

Senior

74

24

174

56

Executive

129

42

303

98

6

2

309

100

Frequency

Percent

Cumulative
frequency

Cumulative
percent

Yes

302

98

302

98

No

7

2

309

100

Frequency

Percent

Cumulative
frequency

Cumulative
percent

South Africa

241

78

241

78

Unknown

56

18

297

96

Namibia

1

0.33

298

96.33

Germany

1

0.33

299

96.66

Denmark

1

0.33

300

96.99

United Kingdom

2

0.66

302

97.65

Countries

Frequency

Percent

Cumulative
frequency

Cumulative
percent

United States of
America

2

0.66

304

98.31

Cayman Islands

2

0.66

306

98.97

Lesotho

2

0.66

308

100.29

Swaziland

1

0.33

309

100.62

Involvement

Level of
Leadership

Other
Leader

Countries

Total sample size: n = 309
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Interpretation of the demographic data revealed significant information to validate the
research findings in relation to the identified variables. Statistics indicated that 69% of
the respondents to the survey were male and 31% were female.
The age groups represented were as follows:
•

18 – 25 years: 0.6%

•

26 – 35 years: 22%

•

36 – 45 years: 20%

•

46 – 55 years: 33%

•

56 – 65 years: 18%

•

66 and older: 6%

The 46 – 55 age group contributed the most responses to the leadership survey. This
age group was of particular significance as the majority of executive leaders in private
and public sectors globally are often appointed in this age category, based on the
assumption of experiential maturity. However, this phenomenon is changing fast with
a younger, new breed of executive leaders occupying top positions, such as the
President of France, Emmanuel Macron, who was 38 years old in 2018 (Macfarlane,
2018). However, as noted in Chapter 3, the average age of African leaders, who
occupy executive positions for long periods of time, was 78.5. Former President
Mugabe of Zimbabwe was one such example, who was forced out of office during
2017 at the age of 93 after ruling as president for 37 years (White & Kitimbo,
2016: 14).
The distribution of educational qualifications was as follows:
•

None

0.3%

•

Matric

15%

•

Certificate

14%

•

Degree

28%

•

Honours degree

21%

•

Master’s degree

14%

•

Doctorate

4%

•

Other

5%
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The largest groups of respondents were leaders with a Degree (28%) and Honours
(21%).
The involvement of respondents in the various sectors was as follows:
•

Private sector

61%

•

Public sector

32%

•

NGO

5%

•

Retired

1%

The largest group of respondents (61%) was from the private sector.
The leadership levels of the respondents were divided into the following categories:
Up-coming, Mid-level, Senior, Executive or other.
•

Up-coming: 3%

•

Mid-level:

29%

•

Senior:

24%

•

Executive:

42%

•

Other:

2%

The responses to the survey were mostly from executives (42%) and senior leaders
(24%). The majority of the respondents (98%) indicated that they regarded themselves
as leaders. Leaders in the following countries participated in the online survey: South
Africa, Namibia, Germany, Denmark, United Kingdom, United States of America,
Cayman Islands, Lesotho and Swaziland. Based on the geographic distribution of data
collected, this study can be considered to be research based an international data.
Although the aim of this study was to develop an ethical leadership model to enhance
ethical governance in South Africa, international participants were included in the
sample population. The motivation to include international participants was based on
the global leadership crisis. Furthermore, Malterud, Siersma and Guassora (2015)
highlighted the importance of obtaining representatives of the global and local
population to produce appropriate results. Although the survey included international
participants, the sample consisted mostly of South Africans (78%).
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5.6

METHOD OF DATA ANALYSIS

An effective measuring instrument is a precise indicator of that which is being
measured. The criteria for the measuring instrument used in the study were three-fold:
validity, reliability and practicality. Validity refers to the measurements of the research
while the reliability refers to the precise and thorough investigation of the measuring
tool. The practicality refers to the convenience and ease of interpreting the measuring
instrument (Cooper & Schindler, 2011: 280).
The purpose of this study was to measure the relationships identified in the theoretical
model. The measurement of the relationships could only be completed once the
reliability and validity of the results had been confirmed. In the following sections, an
overview of the statistical technique has been provided and the assessment of the
empirical results has been explained. A summary of the validation of the theoretical
model by means of SEM has been provided.
5.6.1

Validity of the Measuring Instrument

Babbie (2016: 148) argued that the validity of a measuring instrument refers to the
alignment of an empirically tested model with the theoretical model. Hair et al., (1998:
584) stated that the validity refers to attempts to measure estimates of specific
research objectives thoroughly. Mouton (1996) argued that the validated measuring
instrument requires quality constructs, data and hypotheses.
In this study, construct validity was applied to ensure that the measuring instrument
measured the theoretical model correctly. Factor analysis is a reliable method for
verifying the validity of constructs as part of a multi-variate procedure (Babin et al.,
2015: 116). Cooper and Schindler (2011: 282) indicated that the relationships between
the operationalised constructs and the empirical theory should be analysed for
construct validity. Furthermore, construct validity includes the confirmation of
hypotheses based on theoretical data (Zikmund, 2003: 303). Construct validity
supports the empirical results that are aligned with the theoretical objectives.
Validity is further defined as convergent or discriminant validity. Babin et al. (2015:
114) stated that convergent validity refers to concepts that have similarities and are
indeed closely related to one another. Zikmund et al. (2013: 305) argued that
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discriminant validity refers to the opposite of convergent validity. The concepts do not
correlate to other constructs. The measuring instrument verifies discriminant validity
and reveals the extent to which constructs are separated from each other (Cooper &
Schindler, 2011: 282). Discriminant validity was used in this study. The discriminant
validity was determined by exploratory factor analysis (EFA). The EFA also assessed
the hypotheses with confirmatory models using SEM (Cooper & Schindler, 2011: 539).
5.6.2

Reliability of the Measuring Instrument

Reliability plays an important part in positivist studies as indicated in Table 5.1 (Collis
& Hussey, 2014). Both Hair et al. (1998: 117) and Zikmund et al. (2013: 301) argued
that reliability is a value of internal consistency which measures and assesses
consistencies

between

variables.

Consistent

results

are

produced

when

measurements are free of random errors which produce unstable measurements
(Cooper & Schindler, 2011: 282).
Internal consistency is considered to be an assessment of the reliability of the
measuring instrument because it measures similarities and correlations between
individual items (Babin et al. 2015: 113; Cooper & Schindler, 2011: 285). The
Cronbach’s alpha is a reliability co-efficient that is generally used to establish internal
consistencies of multi-item scales. As a result, the Cronbach’s alpha confirms the
reliability of the measuring instrument because the co-efficient represents internal
consistency. According to Babin et al. (2015: 113) the Cronbach’s alpha assesses the
average correlation of the variables involved by statistical analysis. The average
correlation of the variables is determined within a specific group of items which
measures a construct.
The Cronbach’s alpha co-efficient ranges between zero and one (Zikmund et al.,
2013). Zero indicates no consistency, while one indicates consistency. Alpha coefficients with scale values <0.50 are not accepted. Scale values with alpha coefficients between 0.50 and 0.60 indicate doubtful results. Scale values with alpha coefficients between 0.60 and 0.70 indicate reasonable reliability. Scale values with
alpha co-efficients between 0.70 and 0.95 indicate very good reliability (Zikmund et
al., 2013: 302; Hair et al., 2006: 137). The Cronbach’s alpha co-efficient measures
reliability and verifies which items are included within specific constructs. Although the
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minimum reliability co-efficient is 0.60, the co-efficient value was restricted to 0.70 to
be acceptable in this study.
5.7

STRUCTURAL EQUATION MODELLING

Cooper and Schindler (2011: 539) and Hair et al. (1998: 584) agreed that SEM is
regarded as a leading and evolving, multi-variate research method. SEM is popular
because it can be used to characterise various relationships between the independent,
intervening and dependent variables. The following sections contain a description of
how SEM was used to assess and measure the relationship of the hypotheses in the
theoretical model for the perceived success of ethical governance.
5.7.1

Logic and Application of SEM

SEM is used to assess and test theoretical models in social sciences and is regarded
as a multi-variate statistical method (Hox & Bechger, 1998: 354). SEM is in high
demand as a multi-variate technique or method that includes confirmatory factor
analysis, path analysis and multiple regressions (Hair et al., 2006: 705). Cooper and
Schindler (2011: 538) argued that SEM is more robust than other multi-variate
methods and is also recognised by LISREL for co-variance structure modelling.
SEM is ideal for assessing relationships that exist between variables and to shift from
exploratory factor analysis to confirmatory factor analysis (CFA). The shift from EFA
to CFA leads to more holistic and systematic results for complex research problems
and, according to Hair (1998: 578), compares favourably with other research methods
in other fields of study. Garson (2012: 36) indicated that SEM is regarded as being
appropriate for theory testing as it stresses confirmatory analysis in contrast to
exploratory analysis that is suitable for theory development. SEM contains
specifications, estimations and evaluations of linear relationships among groups of
variables, which leads to advantages compared with other multi-variate techniques
(Hair et al., 2006: 734). SEM is beneficial since various and inter-connected
relationships can be estimated at the same time (Hair et al., 2006: 705) in contrast to
multiple regression that estimates only single relationships within a theoretical model.
Shah and Goldstein (2005: 149) highlighted further that SEM can be used to assess
relationships

between

latent

(unobserved),

endogenous (dependent) variables.
280

exogenous

(independent)

and

SEM is also beneficial because it can integrate latent variables into the assessment
and calculates for an error in the estimation process. Both Hair et al. (1998: 584) and
Cooper and Schindler (2011: 539), argued that latent variables are not measured
directly but are determined by respondents’ opinions in a specific field of expertise.
The information loads to specific latent variables. An example within the discipline of
psychology would be to test for opinions or experience of sadness or happiness. The
improvement in statistical assessments and the representation of the theoretical
concepts are ascribed to the ability of SEM to incorporate latent constructs and to take
measurement error into account (Hoyle, 2012: 45).
Savalei and Bentler (2006: 330) strongly agreed that SEM is suitable for theory testing
and the measurement of multiple independent and dependent variables that include
hypothetical, latent constructs which group as observed variables. SEM contains two
elements that are referred to as the measurement model and the structural model. The
measurement model indicates relationships amongst the latent variables and the
associated items, while the structural model indicates potential dependencies between
the independent, intervening and dependent variables (Kline, 2013: 6)
Therefore, SEM is regarded as a reliable method for testing an identified, theoretical
model empirically. The procedure of SEM uses the evidence of the measurement
model to assess the structural model (Hair et al., 2006: 843).
5.7.2

The Application of SEM: Conditions and Assumptions

Kline (2016: 10) postulated that the application of SEM necessitates two requirements.
The first requirement is an appropriate literature review on which to base the proposed
theoretical model, and the second requirement is that the model strategy needs
development. Both requirements were fulfilled in this study. Furthermore, Hair et al.
(2006: 720) argued that a sound theoretical review is a pre-requisite to support the
model under investigation. A thorough and carefully designed questionnaire survey
based on empirical data and aligned with recent and relevant literature is the platform
of SEM procedures, as was the case in this study. A comprehensive questionnaire
was developed to provide a theoretical base for the variables that were created to
assess the theoretical constructs under investigation in this study. Hoyle (2014: 214)
stipulated the importance of a theoretical model for the purpose of modifying the model
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and simultaneously directing the assessment process. The theoretical review serves
as a basis for using SEM, which is a confirmatory method, and is regarded as a reliable
method for testing a theory (Hair et al., 2010: 605). The theory is an integral part of
the process because it is required in order to stipulate the relationships between the
variables in the measurement model and the structural model. The foundation that
reinforces the SEM process is a thorough, theoretical validation (Hair, Anderson,
Tatham & Black, 1998: 593).
The theoretical model is a thorough planning process based on large volumes of
knowledge from literature. The challenge is to select a number of potentially accurate
and relevant variables owing to the practical limitations of the SEM process (Hair et
al., 1998). Although SEM is a statistical method which allows for a large number of
variables, the researcher might experience difficulties when interpreting the data. The
interpretation of the data becomes more complex when the number of variables
exceeds 20 (Hair et al., 1998: 594).
The second requirement for SEM application is the modelling strategy. Hair (2006:
732) argued that the appropriate application of SEM relies on a modelling strategy.
The success of a modelling strategy depends on: the research objectives being
aligned with the research questions; and identifying the appropriate method for
attaining the pre-conceived objectives (Cooper & Schindler, 2011: 540). The SEM
process includes three modelling strategies: the competing modelling strategy, the
confirmatory modelling strategy and the model development strategy (Cooper &
Schindler, 2011: 540). The most direct application of SEM is the confirmatory
modelling strategy. The confirmatory modelling strategy stipulates a single model and
SEM is used to assess how well the model fits the data (Hair et al., 2006:732). In this
study, the confirmatory modelling strategy was applied by means of SEM to confirm
the factors that influence the perceived success of ethical governance.
5.7.3

The Stages of Structural Equation Modelling

In this study, the seven stages of SEM were followed as indicated by Hair et al. (1998:
592 - 619). In the following sections the seven stages listed below have been
explained:
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1. Develop the theoretical model.
2. Construct a path diagram of relationships.
3. Convert the path diagram into a set of structural equations and measurement
model.
4. Select the input matrix and estimate the proposed model.
5. Assess the identification of the structural model.
6. Evaluate the goodness of fit.
7. Adapt the model theoretically.
5.7.3.1

Stage 1: Develop the Theoretical Model

The first stage of the SEM process is to prepare the specifications of the model based
on theory according to the literature reviewed. The variables are extracted from the
model and measured by various indicators (Hair et al. 1998). The SEM process is
constructed on causal relationships, which means that the variables influence each
other when change occurs. The relationships between the variables are reinforced by
the theoretical literature that supports the analysis and, therefore, not by way of
analytical technique. Hair et al. (1998: 593) argued and supported the notion that SEM
is based on the theoretical literature that informs the investigated model.
In Chapter 4, the theoretical model has been illustrated as the orderly collections of
similarities that provide reliable descriptions (Hair et al., 2006: 713). The theoretical
model consists of the factors that could positively influence the perceived success of
ethical governance and which were distributed for empirical testing. The relationships
of the factors involved and the impact they could have on the perceived success of
ethical governance were hypothesised on the basis of theoretical literature.
5.7.3.2

Stage 2: Construct a Path Diagram of Relationships

Hair et al. (2006: 714) emphasised the value of a path diagram because SEM cannot
be used to construct causal relationships between the constructs in a model. The path
diagram is an effective way to give a visual representation of causal relationships. The
path diagram illustrates paths between the constructs and indicators (items) (Hair et
al., 2006; Babbie, 2016). The hypotheses are also portrayed with the causal
relationships in the path diagram.
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A straight arrow is used to represent a direct relationship between two constructs,
indicating dependence (Hair et al., 2006). A curved arrow indicates a commonality
between constructs. A straight arrow with a head on both ends indicates a reciprocal
relationship between constructs. Variables with no arrows aimed at them are referred
to as independent variables in contrast to variables that have arrows aimed at them to
indicate that they are dependent variables. Dependent variables are “caused” or
predicted (Hair et al., 1998: 594; 2006: 715). “Caused” variables which influence other
variables are referred to as intervening variables. The constructed path diagrams for
this study have been illustrated in Table 6.13.
5.7.3.3

Stage 3: Convert the Path Diagram into a Set of Structural Equations
and Measurement Model

Cooper and Schindler (2011: 540) explained that, after the path diagram has been
completed, the model is formally stipulated by means of equations. The equations
represent the following elements: the structural equations that connect constructs, the
measuring model and the groupings of matrices that illustrate the connections
between the hypotheses. According to Hair et al. (1998: 596) the conversion of the
path diagram to structural equations combines the operational definitions with the
theory in preparation for empirical tests.
The measurement model and the structural model are the essence of SEM (Hair et
al., 2010: 713). The measurement model dispenses the indicator variables to the
represented constructs. The structural model ascribes the relationships between the
constructs as indicated by the theoretical model (Hair et al., 2010: 713). In the following
step, a set of matrices specifies the hypothesised variations amongst the constructs.
Figure 5.3 and Table 5.7 below illustrate a path diagram converted to a structural
equation (Hair et al., 1998: 597; Babbie, 2016).
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Figure 5.3: Path Diagram to Structural Relationships

Source: Researcher’s own construct
The examples illustrated in Figure 5.3 above and Table 5.7 below, show X1 and X2
(independent variables) influencing the dependent variable, Y 1. The structural
equation provides explanation for the measurement and specification of error (E 1) to
the extent of b1 and b2. The dependent variable, Y2, with co-efficients b3, b4, b5, is
influenced by independent variables, X2 and X3, as well as dependent variable, Y1,
with specification for the measurement of E2. Finally, the dependent variable, Y3, is
affected by dependent variables Y1 and Y2 to the degree of b6 and b7 including the
measurement of error, E3 (Venter, 2003: 255). Table 5.7 illustrates the structural
equation example as discussed.
Table 5.7: Structural Equation Examples
Equation

Example

1

Endogenous = Exogenous + Exogenous + Error

2

Variable 1

3

Y1

=

b1X1+b2X2

4

Y2

=

b3X2+b4X3 + b5Y1 +

5

Y3

=

b6y1+b7Y2 + E3

Variable 2

Source: Researcher’s own construct
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+

E1
E2

5.7.3.4

Stage 4: Select the Input Matrix and Estimate the Proposed Model

The next steps are to ensure that: the underlying expectations of SEM are met; to
assess the data in order to select the appropriate input matrix to be used for the
estimation model; and to assess the measurement and structural models (Hair et al.,
2010: 605). Up to this point, the research design guarantees various SEM
expectations. However, Collis and Hussey (2014: 261) indicated that the normality and
kurtosis need to be assessed. Kurtosis refers to the distribution frequency that is less
or greater than a normal distribution (Kline, 2015: 74). Variables are identified as
functional when no variables show significant departure from normality (Kline, 2015:
74). In the case where all variables satisfy these conditions, departure from multivariate normality is reckoned as insignificant.
Therefore, the maximum likelihood of SEM presumes multi-variate normality (Kline,
2015: 74). The lack of multi-variate normality affects the SEM process and is critical
for LISREL as well as a robust kurtosis score in the data. The Chi-square is increased
by departure from multi-variate normality. An increased Chi-square indicates
increasing bias in the values that are critical to assess co-efficient significance (Hair
et al., 1998: 601).
In this study, the assessment of the data was conducted by using multi-variate
normality and uni-variate testing. Jöreskog and Sörbom (2006) argued that the
LISREL application for Windows (8.8) is a reliable software programme. The results
indicated non-normality of the data (see Table 6.16). Therefore, the Robust Maximum
Likelihood estimation was used for both the measurement and the empirical model
(Van der Laan & Gruber, 2010). SEM makes use of either a co-variance matrix or
correlation matrix as the input matrix (Kline, 2015: 490). In this study, and for the
purpose of CFA, a co-variance matrix was used (see Section 6.11) owing to the
specifics of the research question and guidelines as proposed by Hair (2006: 738).
The co-variance matrix is considered to be more flexible because of the increased
information content in comparison with correlation matrices.
In the next step, SEM produces the measurement model with specifications for the
correlations between the latent and the measured variables. Hair et al. (2010: 618)
indicated that the measurement model permits several numbers of variables to relate
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to the independent or dependent variable. The relationships between the variables are
assessed for co-efficient estimates. The next step, after the structural and
measurement model have been stipulated, is to insert the input matrix and the
parameters of the data are attained by using LISREL. Kline (2015: 238) contended
that, before assessments and links between the constructs can be presented with
scale-invariants, all indicators involved must be standardised. The scale-invariant
refers to the fit function that remains consistent, irrespective of the metrics of the initial
variable (Kline, 2015: 238). Hair et al. (1998) recommended that, for theory testing,
the constructs should be directly estimated for variance, as opposed to arranging the
loadings individually for each construct, with an established value of 1.0 in the
estimation process.
5.7.3.5

Stage 5: Assess the Identification of the Structural Model

The next step is to determine whether the LISREL software programme has produced
meaningless or illogical results in the structural model (Hair et al., 2006: 791). The
meaningless or illogical results are identified as follows: large errors that are present
within constructs; the LISREL software is not able to invert the insert matrix with no
possible solutions; there are unattainable estimates or values equal to or greater than
0.90 in the co-efficients (Hair et al., 2010: 682).
Hair et al. (2010: 683) identified mistakes that are not necessarily software errors that
lead to the re-specification of the model or the input data. The mistakes are indicated
as follows:
•

Items are not linked to constructs; an item is linked to various constructs; the
indicator-variable is selected more than once in the same model; the absence
of error terms for items.

•

Not fixing or setting each item to scale.

•

The inclusion of an insufficient amount.

When a hindrance is identified, a solution is to eliminate a few of the estimated coefficients to place more restraints on the model (Hair et al., 1998). An alternative
solution is to use a structured process to include more constraints and delete paths
until the solution is found. The latter approach pursues an over-identified model with
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an ideal estimation. The ideal estimation in the causal relationships is ascribed to a
higher number in the degrees of freedom (Hair et al. 1998: 608).
5.7.3.6

Stage 6: Evaluate the Goodness of fit

These steps can only be conducted once acceptable estimates for the model have
been provided. Goodness of fit is confirmed for the theoretical model as well as the
measurement and the structural model (Hair et al., 1998: 621). Goodness of fit is used
to assess the overall fit of the model. The fit can refer to the input matrix and whether
the fit is appropriate as proposed earlier in the theoretical model (Bentler, 1990). Hair
et al. (1998: 610) simply state that goodness of fit indicates the extent to which the
structural equation model fits the data. SEM is associated with the assurance that
observations were independent, that random sampling was conducted, and that linear
relationships were assessed.
The goodness of fit uses three types of indices for measurements: the absolute fit
index, incremental fit index and parsimonious fit index (Hair et al., 2010: 648). The first
fit index estimates the theoretical model fit as well as the measurement and the
structural model and prevents adaptations. The second fit links the theoretical model
to an additional specified model. The latter model adapts the estimates of the fit with
improvements to supply associations between the models with a variety of coefficients. The parsimonious fit attempts to establish the count of the estimates to
determine the fit (Hair et al., 2010: 651).
The theoretical model is not necessarily accepted regardless of the fit because of the
large possibility of adequate/accepted models (Hair et al., 2006: 732). The goodness
of fit validates the measurement model by providing sufficient evidence for construct
validity. Furthermore, the goodness of fit measures the measurement model while the
fit of the structural model is determined to the extent of the fit of the measurement
model (Hair et al., 2006: 756). The criteria to measure models include; Chi-square (2),
goodness of fit, the adopted goodness of fit, the Root Mean Residual (RMR) and the
Root Mean Square Error of Approximation (RMSEA) (Hooper et al., 2008: 58; Collis &
Hussey, 2014; Kline, 2015: 276).
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In this study, the establishment of the overall fit assessed the theoretical model and
factors including the perceived success of ethical governance. In the next chapter,
reference has been made to the fit index results based on the Robust Maximum
Likelihood estimation. The Robust Maximum Likelihood estimation indicates that the
focus of this study was on measuring the relationships between the variables as
opposed to the degree of fit between the theoretical model and the sample data (Kline,
2015: 276).
5.7.3.6

Stage 7: Adapting the Model Theoretically

The last stage of SEM is to evaluate the results of the sample data and the proposed
theory. The aim of the evaluation is to maximise the fit of the theoretical model and to
calculate the most probable relationships between variables (Hair et al., 2010). Cooper
and Schindler (2011: 540) stated that re-specifying a model requires that free
parameters and previously free parameters should be fixed. The re-specifying process
refers to adding and deleting calculated parameters from the theoretical model.
Modifications can only be made after the theoretical model has been justified by
statistical significance, and the researcher ought to be thorough and diligent (Hair et
al., 1998: 614).
According to Hair et al., (2006: 758), a good model fit is not sufficient to support the
proposed structural theory because the individual parameters also ought to be
examined. Hair et al. (2006: 847) argued that the theoretical model can be supported
as valid if the parameter estimates are statistically significant and aligned with the
proposed direction of the study.
5.8

SOFTWARE PACKAGES

Hoyle (2012: 310) postulated that SEM relies on the LISREL software application. The
software application incorporates a set of programmes including PRELIS, a similar
software programme. PRELIS was designed to arrange data as the preliminary
application for LISREL. Kline (2016: 104) indicated that LISREL is a high-ranking
research instrument which includes functionalities from EFA to SEM.
LISREL is easy to use but it is of the utmost importance that the researcher is
competent to use and understand the software application thoroughly. In this study,
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the path diagrams were converted to the measurement model and the structural model
by making use of LISREL, as suggested by Jöreskog and Sörbom (2006).
5.9

SUMMARY

In Chapter 5, a thorough outline of the procedures to develop a theoretical model was
provided. The population group was described as well as the sampling unit and the
sampling method. The variables were operationalised with specific and thorough
definitions and a comprehensive description of the development and administration of
the measuring instrument was included. Chapter 5 also contained the demographic
information of the respondents. The statistical analysis to guarantee reliability and
validity was explained. The final section included an outline of structural equation
modelling that was used to confirm the theoretical model. The statistical analysis and
processing of the results have been presented and discussed in Chapter 6.
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CHAPTER SIX
EMPIRICAL RESULTS
6.1

INTRODUCTION

The primary research problem that formed the central theme of this study, as stated
in Chapter 1, was: As a result of the multi-dimensional and complex nature of ethical
governance, in order to develop an integrated, outcome-based ethical leadership
development model that would enhance the practice of ethical governance, the factors
that influence the perceived success of ethical governance in South Africa would need
to be identified and investigated.
Ethical leadership was identified as the intervening variable with the dependent
variable being the perceived success of ethical governance. The independent
variables that influence ethical leadership and ethical governance, as proposed in the
theoretical model, were introduced in Chapters 1 and 4. The independent variables
were:

regulatory

environment,

strategic

planning,

stakeholders’

interests,

accountability, ethical conduct, values alignment, human development, risk
management and emotional intelligence.
In Chapter 5, a detailed explanation of the research design and methodology used to
investigate the factors influencing the perceived success of ethical governance
(dependent variable) was provided. The empirical data collected to address the stated
hypotheses for this study were analysed statistically. The construct validity of the
theoretical model was assessed by means of reliability assessments, exploratory
factor analysis (EFA) and structural equation modelling (SEM).
Apart from a summary of the underlying variables that were identified after factor
analysis had been performed on the data, the empirical results have been presented
in this chapter. The discriminant validity of the constructs was confirmed. Furthermore,
the proposed theoretical model was adjusted to reflect only the constructs that
demonstrated sufficient discriminant validity and reliability. An analysis using
Cronbach’s alpha co-efficient was used to confirm the reliability of the underlying
constructs. The relationships between the variables have also been reported in
Chapter 6 by presenting path diagrams and path co-efficients that were estimated
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using SEM. In the final step, the theoretical model and empirical data were assessed
using appropriate goodness-of-fit statistics.
6.2

DISCRIMINANT VALIDITY OF THE RESEARCH INSTRUMENT

Exploratory factor analysis (EFA) was used to test and evaluate the discriminant
validity of the constructs in the theoretical model (Oberholzer, Cullen & Adendorff,
2014). According to Hair et al. (2010), discriminant validity refers to the distinction
between different constructs and the extent to which they correlate with each other.
To identify the underlying variables in the data, several assessments were conducted
which included the Eigen values and the percentage of the variance explained by each
variable. The factor analysability of the data was assessed using the Kaiser-MeyerOlkin (KMO) measure of sampling adequacy as well as Bartlett’s test of Sphericity
(Oberholster, 2014).
Factor analysis would be appropriate if the result of Bartlett’s test was significant
(p < 0.05) as indicated by Saqib (2013: 104). In this study, the result of Bartlett’s test
was indeed significant. The KMO measurement provides an index between 0 and 1.
The data are factor analysable when a KMO value >0.7 is returned. The KMO indicates
that factor extraction is feasible and measures sampling accuracy, anti-image
correlation and sampling activities (Amade, Emmanuel, Enoch, Mario & Uchenna,
2015: 16). The KMO in this study was 0.953 which indicated sufficient variation in the
data to proceed with the factor analyses (Hair et al., 2013: 104). The test results for
this study are shown in Table 6.1.
Table 6.1: Kaiser-Meyer-Olkin and Bartlett’s Test of Sphericity
KMO of Sampling Adequacy

Bartlett's Test of Sphericity

0.953
Approx. Chi-Square

1262.459

dF

757

Level of significance

0.000

A factor analysis produces factor loadings that represent the relationship between an
individual questionnaire item and each variable. Discriminant validity is demonstrated
if an item loads significantly on only one variable. After the EFA was completed, seven
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discriminant variables were identified with a sufficient number of items loading
significantly on each variable (Hair et al., 1998). Principal axis factor (PAF) analysis
was conducted with a direct oblimin rotation (Hair et al., 2010: 109). According to the
guidelines, a value of 0.35 is required to identify significant factor loadings from a
sample size of 250 or larger, as indicated by Hair (2010: 117). In this study, the sample
size was n = 309. Therefore, a value of 0.35 was appropriate to identify significant
factor loadings.
Responses to the 74 Likert-scaled question-statements were collected from 309
respondents. The Eigen values, the percentage of variance of extracted criteria and
the screen test were conducted to determine how many variables needed to be
extracted, as proposed by Hair et al. (2006), before SEM could be performed
(McNabb, 2015: 159). The items that loaded significantly on each variable are shown
in Table 6.2.
Table 6.2: Rotated Factor Loading: Intervening and Independent Variables

Stakeholders’
Interests

7

Regulatory
Environment

6

Human
Development

5

Ethical
Leadership

4

Emotional
Intelligence

3

Risk
Management

2

Accountability

1

A2

0,575

0,079

-0,017

0,107

0,046

0,043

-0,186

EL3

0,559

0,025

0,12

0,072

0,134

0,032

-0,106

A5

0,502

0,16

0,026

0,206

-0,073

0,118

-0,183

A6

0,463

0,124

0,026

0,018

0,17

0,176

-0,165

RE6

0,423

0,097

0,028

0,044

0,053

0,227

-0,207

EC4

0,422

0,128

-0,021

0,329

0,106

-0,023

-0,123

EL5

0,41

0,123

0,131

0,139

0,143

0.99

0.18

RM6

0,169

0,838

0,008

0,057

-0,002

-0,134

-0,026

RM1

-0,187

0,785

0,133

0,008

-0,53

0,161

-0,093

SP1

-0,002

0,605

0,144

-0,02

0,065

0,166

0,068

RM3

0,031

0,578

-0,152

0,061

0,228

0,135

-0,034

VA1

0,218

0,452

0,079

0,125

0,014

0,106

-0,07

Items
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Stakeholders’
Interests

7

Regulatory
Environment

6

Human
Development

5

Ethical
Leadership

4

Emotional
Intelligence

3

Risk
Management

2

Accountability

1

SP2

0,109

0,444

0,023

0,01

0,207

0,023

-0,169

EI5

0,074

-0,053

0,694

-0,009

0,069

0,017

0,007

HD1

-0,084

0,086

0,607

0,022

-0,002

-0,015

-0,016

EC2

0,199

0,193

0,357

0,072

-0,075

0,101

-0,212

A1

0,238

0,036

-0,45

0,647

0,007

0,17

0,076

EC3

0,214

0,108

-0,57

0,644

0,099

-0,091

-0,024

SI4

0,01

-0,032

0,255

0,608

-0,07

-0,01

0,059

VA4

-0,301

0,083

-0,64

0,601

0,157

0,234

-0,139

EL1

0,049

0,038

0,3

0,553

0,062

-0,026

-0,209

EL4

0,157

0,196

-0,73

0,395

0,075

0,01

-0,312

HD3

-0,028

0,098

0,008

-0,051

0,68

0,171

0,021

EI4

0,32

-0,115

0,202

0,184

0,588

0,046

-0,088

HD4

0,087

0,213

0,067

0,112

0,562

-0,155

-0,139

RE3

0,041

0,044

0,012

0,057

-0,096

0,663

-0,218

RE5

0,018

0,131

0,086

0,096

0,022

0,609

0,008

RE1

0,129

0,205

-0,32

0,012

0,247

0,518

0,123

RE4

0,104

-0,2

0,084

-0,01

0,253

0,488

-0,102

SI6

0,071

0,083

0,129

-0,013

-0,073

0,155

-0,583

SI1

-0,026

0,047

0,062

0,131

0,324

-0,063

-0,579

SI3

0,029

0,189

0,028

0,027

0,114

0,157

-0,563

SI2

0,311

-0,077

-0,022

0,072

0,027

0,08

-0,513

EI6

0,077

0,141

0,038

0,006

0,342

0,012

-0,401

Eigen values

16,742

1,944

1,538

1,28

1,21

1,054

0,983

Items
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After the factor analysis had been conducted, 34 items remained, measuring seven
distinct variables (Table 6.2). The seven extracted variables were: accountability (A);
risk management (RM); emotional intelligence (EI); ethical leadership (EI); human
development (HD); regulatory environment (RE); and stakeholders’ interests (SI). The
seven variables explained 70.72% of the variance in the data. According to Hair (2010:
109), the percentage of variance is based on attaining a definite cumulative
percentage of the total variance in order to ensure practical significance for the
extracted variables. In the field of social sciences, 60% of the total variance (in some
cases less) is regarded as satisfactory. The results reported in Table 6.2 provided
sufficient evidence of discriminant validity among the seven, latent variables. The
theoretical model had to be adapted after the EFA had been conducted. Path diagrams
were used to illustrate the various relationships between the identified variables and
then a structural model with path co-efficients was used to represent the relationships
between the latent variables.
6.3

RELIABILITY OF THE MEASURING INSTRUMENT

In this study, Cronbach’s alpha co-efficient was used to measure internal consistency.
Cronbach’s alpha co-efficient is the leading, multi-item, internal test for consistency,
according to Blumberg, Cooper and Schindler (2014: 218). Cronbach’s alpha coefficient is appropriate for assessing the reliability of the measuring instrument.
Hair et al. (2006) suggested that a Cronbach’s alpha co-efficient of >0.7 is adequate.
In this study, therefore, a co-efficient of >0.70 was regarded as an acceptable and
reliable confirmation of the inter-related tests that were conducted (Hair et al., 1998:
118). The reliability of seven variables was assessed using Cronbach’s alpha and the
results have been presented in Section 6.4.
6.4

EXPLORATORY FACTOR ANALYSIS: IDENTIFIED VARIABLES

This section contains the results of the exploratory factor analysis. The seven variables
that were extracted and which demonstrated sufficient discriminant validity were:
ethical leadership, accountability, risk management, emotional intelligence, human
development, regulatory environment and stakeholders’ interests. The variables have
been discussed individually in the following sub-sections.
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6.4.1

Intervening Variable: Ethical Leadership

Initially, it was expected that ethical leadership (Variable 4 in Table 6.2) would be
measured by five items. After the EFA had been conducted, only two of the five initial
statements loaded on latent Variable 4 to a significant extent. Other statements that
loaded to a significant extent were A1, EC 3, SI 4 and VA 4. Table 6.3 shows a list of
the six items that measured the intervening variable of ethical leadership. The
Cronbach’s alpha to assure internal consistency was required to be ≥0.7. For this
variable, the Cronbach’s alpha co-efficient was 0.839, suggesting that the scale used
to measure the variable, ethical leadership, was internally consistent and thus
regarded as reliable. The variable of ethical leadership explained 3.65% of the
variance in the data. Table 6.3 shows the items that loaded on the variable of ethical
leadership.
Table 6.3: Intervening Variable: Ethical Leadership
Eigen Values: 1.28
Item

% of Variance: 3.65

Question

Cronbach’s Alpha: 0.839

Factor
Loading

Item: Total
Correlation

Cronbach’s
Alpha after
deletion

A1

Emotional intelligence is a key
factor of successful
organisations

0,647

0.682

0.800

EC3

Effective leadership is
paramount for human
development

0,644

0.704

0.796

SI4

Ethical conduct serves as a
road map to guide actions

0,608

0.595

0.818

VA4

Effective risk management
analysis in my organisation
enhances competitive
advantage

0,601

0.646

0.807

EL1

Values alignment in my
organisation increases
organisational effectiveness

0,553

0.470

0.846

EL4

Strategic planning in my
organisation is a continuous
improvement process

0,395

0.629

0.811
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The variable of ethical leadership was measured by means of items A1, EC3, SI4,
VA4, EL1 and EL4 in the theoretical model.
6.4.2

Independent Variables

The independent variables that emerged from the factor analysis were assessed for
discriminant validity and have been presented in the following sub-sections. The
extracted variables are shown in Table 6.2 above and include: accountability (A), risk
management (RM), emotional intelligence (EI), human development (HD), regulatory
environment (RE), and stakeholders’ interests (SI). The principal axis factoring (PAF)
method was used to extract the variables. The rotation of the factors in this study was
oblique (non-orthogonal). The goal of oblique rotation is to enhance the interpretation
of the retained factors (Kline, 2013: 181). The oblique rotation allows for the
assessment of correlated factors (Hair et al., 2010: 116). The variables and their
validation have been discussed in the following sub-sections.
6.4.2.1

Accountability

The variable, accountability (Variable 1 in Table 6.2), was expected to be measured
by six statements. After the EFA had been conducted, only three of the six initial
statements loaded on the variable of accountability to a significant extent. Other
statements that loaded to a significant extent were EL 3 and 5, EC 4 and RE 6. The
variable of accountability explained 47.84% of the variance in the data. Table 6.4
shows the factors that loaded on the variable of accountability.
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Table 6.4: Independent Variable 1: Accountability
Eigen Values: 16.74
Item

% of Variance: 47.84

Cronbach’s Alpha: 0.929

Factor Item: Total
Loading Correlation

Question

Cronbach’s
Alpha after
deletion

A2

Accountability procedures in my
organisation reduce corruption

0.575

0.767

0.919

EL3

The leadership in my organisation
limits the occurrence of corruption

0.559

0.747

0.912

A5

Accountability procedures in my
organisation enhance ethical
leadership

0.502

0.818

0.915

A6

Accountability procedures in my
organisation enhance transparency

0.463

0.789

0.917

RE6

The regulatory environment in my
organisation is based on ethical
financial management procedures

0.423

0.731

0.921

EC4

Ethical conduct in my organisation
promotes moral decision-making

0.422

0.757

0.919

EL5

The leadership in my organisation
empowers subordinates to
recognise unethical business
practices

0.41

0.681

0.925

In this study, the variable of accountability had an Eigen value of 16.74 which
exceeded the required amount of 1 to indicate a significant reading. The Cronbach’s
alpha co-efficient was 0.929 which was greater than the generally accepted minimum
of 0.7 to indicate internal consistency and reliability. Furthermore, based on a sample
size of 250 or larger (Hair et al., 2010:117), the factor loadings had to be greater than
0.35. It was concluded that all seven factor loadings exceeded 0.35 and, therefore,
loaded to a significant extent on the variable of accountability.
6.4.2.2

Risk Management

Risk Management (Variable 2 in Table 6.2) was expected to be measured by six
statements. After the EFA had been conducted, only three of the six initial items loaded
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on Variable 2 to a significant extent. Other statements that loaded to a significant
extent were SP 1, SP 2 and VA 2. Therefore, these items were regarded as
measurements of the variable of risk management. The variable of risk management
explained 5.55% variance in the data. Table 6.5 shows the loadings:
Table 6.5: Independent Variable 2: Risk Management
Eigen Value: 1.94

% of Variance: 5.55

Cronbach’s Alpha: 0.904

Factor Item: Total
Loading Correlation

Cronbach’s
Alpha after
deletion

Item

Question

RM6

In my organisation continuous risk
awareness promotes competitive
advantage

0,838

0.804

0.877

RM1

Effective risk management
supports the organisation in
attaining strategic objectives

0,785

0.784

0.881

SP1

Strategic planning in my
organisation is focused on goal
achievement

0,605

0.702

0.894

RM3

Effective risk management
analysis in my organisation
enhances competitive advantage

0,578

0.740

0.888

VA1

Values alignment in my
organisation increases
organisational effectiveness

0,452

0.710

0.892

SP2

Strategic planning in my
organisation is a continuous
improvement process

0,444

0.703

0.892

The variable, risk management, was measured by items RM 6, RM 1, SP 1, RM 3, VA
1 and SP 2. The Eigen value of risk management was 1.94, which was greater than
the required amount of 1. Furthermore, the Cronbach’s alpha co-efficient was 0.904
which was greater than the generally accepted minimum of 0.7 to indicate internal
consistency and reliability. The factor loading was greater than the minimum
requirement of 0.35. (Hair, et al., 2010: 117). In conclusion, all six items loaded to an
appropriate and significant extent on the variable of risk management.
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6.4.2.3

Emotional Intelligence

The variable, emotional intelligence (Variable 3 in Table 6.2), was expected to be
measured by five statements. After the EFA had been completed, only one of the five
initial statements loaded on Variable 3 to a significant extent. The other four
statements were discarded because of their insignificant loadings. The statements that
loaded to a significant extent were HD 1 and EC 2. The variable of emotional
intelligence explained 4.39% of the variance in the data. The loadings are shown in
Table 6.6.
Table 6.6: Independent Variable 3: Emotional Intelligence
Eigen Value: 1.54
Item

% of Variance: 4.39

Cronbach’s Alpha: 0.658

Factor Item: Total
Loading Correlation

Question

Cronbach’s
Alpha after
deletion

EI5

Emotional intelligence is a key
factor of successful organisations

0.694

0.483

0.544

HD1

Effective leadership is paramount
for human development

0.607

0.511

0.531

EC2

Ethical conduct serves as a road
map to guide actions

0.357

0.449

0.625

The variable, emotional intelligence, was measured by items EL 5, HD 1 and EC 2 in
the theoretical model. The variable of emotional intelligence had an Eigen value of
1.54 which was greater than the minimum requirement of 1, which indicated a
significant reading. Furthermore, the factor loadings were greater than 0.35 and were
regarded as significant. Loewenthal, (2001) argued that the Cronbach’s alpha value
of 0.6 could be acceptable for internal consistency. Although the threshold for the
Cronbach’s alpha co-efficient for this study was considered to be 0.7, Nunnally (1967)
postulated that a value of 0.6 is acceptable in studies of this nature. For this variable,
the Cronbach’s alpha of 0.658 was accepted as it was only marginally below the
generally-accepted minimum of 0.7.
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6.4.2.4

Human Development

Initially, five statements were expected to measure human development (Variable 5 in
Table 6.2). Having conducted the EFA, only two of the five statements loaded on
Variable 5 to a significant extent. Another statement that loaded to a significant extent
was EI 4. The variable of human development explained 3.46% of the variance in the
data. The loadings are shown in Table 6.7.
Table 6.7: Independent Variable 4: Human Development
Eigen Value: 1.29

% of Variance: 3.46

Cronbach’s Alpha: 0.815

Factor Item: Total
Loading Correlation

Cronbach’s
Alpha after
deletion

Item

Question

HD3

Human development programmes
in my organisation enhance skills
development

0,68

0.629

0.784

EI4

Emotionally intelligent leaders in
my organisation value the
development of employees

0,588

0.694

0.718

HD4

Leadership in my organisation
seeks to create opportunities for
employees' development

0,562

0.679

0.733

The variable, human development, was measured by items HD 3, EI 4 and HD 4 in
the theoretical model. The Cronbach’s alpha co-efficient for the variable of human
development was 0.815, which exceeded the threshold of 0.7 (Hair et al., 2010) and
was considered to indicate internal consistency and reliability. The Eigen value of the
variable, human development, was 1.29, which was greater than the minimum
requirement of 1. The factor loadings of HD 3, EI 4 and HD 4 exceeded 0.35, which
was the threshold for a sample size of 309. Therefore, the items loaded on the variable
of human development to a significant extent.
6.4.2.5

Regulatory Environment

The variable, regulatory environment (Variable 6 in Table 6.2), was expected to be
measured by six statements. After the EFA had been conducted, only four of the initial
statements loaded on Variable 6 to a significant extent, namely: RE 3, RE 5, RE 1 and
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RE4. The variable of regulatory environment explained 3.01% of the variance in the
data. The loadings are shown in Table 6.8.
Table 6.8: Independent Variable 5: Regulatory Environment
Eigen Value: 1.05
Item

% of Variance: 3.01

Cronbach’s Alpha: 0.838

Factor Item: Total
Loading Correlation

Question

Cronbach’s
Alpha after
deletion

RE3

The regulatory environment in my
organisation plays an important
monitoring role

0.663

0.672

0.794

RE5

The regulatory procedures in my
organisation are governed by legal
principles

0.609

0.674

0.794

RE1

The regulating environment in my
organisation ensures that
governing rules are adhered to

0.518

0.684

0.788

RE4

The regulatory environment is a
clear guideline governing integrity
in my organisation

0.488

0.655

0.802

The variable, regulatory environment, was measured by items RE 3, RE 5, RE 1 and
RE 4 in the theoretical model. As shown in Table 6.8, the Eigen values of Variable 6
were greater than 1. The Cronbach’s alpha co-efficient was greater than 0.7, indicating
that the scale used to measure the variable of regulatory environment was sufficiently
reliable. The factor loadings of RE 3, RE 5, RE 1 and RE 4 exceeded the required 0.35
and were regarded as significant.
6.4.2.6

Stakeholders’ interests

The variable, stakeholders’ interests (Variable 7 in Table 6.2), was expected to be
measured by six statements. After the EFA had been conducted, four of the initial six
statements loaded on Variable 7 to a significant extent. The other statement that
loaded on the variable to a significant extent was EI 6. The item EI 6 was thus regarded
as an additional measure of the variable, stakeholders’ interests. The variable of
stakeholder’s interests explained 2.81% of the variance in the data. The loadings are
shown in Table 6.9.
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Table 6.9: Independent Variable 6: Stakeholders' Interests
Eigen value: 0.98
Item

% of Variance: 2.81

Cronbach’s Alpha: 0.878

Factor Item: Total
Loading Correlation

Question

Cronbach’s
Alpha after
deletion

SI6

The leadership in my organisation
protects stakeholders’ interests

-0,583

0.616

0.873

SI1

The leadership in my organisation
ensures the fair treatment of all
stakeholders

-0,579

0.668

0.861

SI3

The leadership is my organisation
promotes stakeholder values
alignment

-0,563

0.804

0.829

SI2

The leadership in my organisation
relies on transparent
communication with stakeholders

-0,513

0.761

0.839

EI6

Leadership in my organisation
strengthens employees' emotional
well-being

-0,401

0.704

0.853

As shown in Table 6.9, the Cronbach’s alpha co-efficient of the variable, stakeholders’
interests, was 0.878, which confirmed the internal consistency of Variable 7. The value
to indicate significant factor loadings for a sample size of 309 was required to be ≥
0.35. In this study, all the items SI 6, SI 1, SI 3, SI 2 and EI 6 loaded to a significant
extent on Variable 7, stakeholders’ interests.
6.4.3

Dependent Variable: Ethical Governance

The dependent variable, ethical governance, was assessed for uni-dimensionality by
means of exploratory factor analysis using principal axis factoring with a direct oblimin
rotation. Uni-dimensionality implies that only one factor is extracted which indicates
that the scale is uni-dimensional, i.e. measures only one factor or latent variable (Hair
et al., 2010: 602). According to Kline (2013: 181), the goal of rotation is “to enhance
the interpretability of the retained factors”. In this study, the oblique rotation refers to
co-variance between factors (correlation with another variable). The dependent (or
endogenous) variable is predicted or caused by other constructs within the model
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(Garson, 2008). Table 6.10 indicates the loadings on the dependent variable, ethical
governance.
Table 6.10: Dependent Variable: Ethical Governance
Eigen values: 4.28

% of Variance: 61.16

Cronbach’s Alpha: 0.89

Factor Item: Total
Loading Correlation

Cronbach’s
Alpha after
deletion

Item

Question

EG5

The governance procedures in my
organisation are based on sound
ethical considerations

0.790

0.719

0.873

EG1

The governance procedures in my
organisation promote transparency

0.769

0.685

0.878

EG8

The governance procedures in my
organisation promote access to
information

0.766

0.616

0.886

EG4

The governance procedures in my
organisation are aimed at
developing ethical leaders

0.762

0.665

0.880

EG6

Integrity is the core characteristic
of ethical governance in my
organisation

0.727

0.716

0.873

EG2

The governance procedures in my
organisation promote
accountability

0.708

0.711

0.875

The Cronbach’s alpha co-efficient of the dependent variable, ethical governance was
0.89 and greater than the required value of 0.7, suggesting that the scale used to
measure ethical governance was reliable. Item EG3 was removed owing to the
respondents who did not regard it as a measurement of ethical governance.
6.5

LATENT VARIABLES REMOVED FROM THE THEORETICAL MODEL

The theoretical model, presented in Figure 4.1 was revised and adapted after the
exploratory factor analysis had been conducted. The following three variables were
deleted from the theoretical model owing to discriminant validity concerns: ethical
conduct, values alignment and strategic planning. Consequently, seven of the ten
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variables remained in the theoretical model. The seven variables making up the
revised theoretical model were: accountability, risk management, emotional
intelligence, ethical leadership, human development, regulatory environment and
stakeholders’ interests.
6.6

REFORMULATION OF THE HYPOTHESES

Following the formulation of the revised theoretical model after the EFA had been
conducted, the hypotheses based on the initial theoretical model were also
reformulated. The following seven factors demonstrated sufficient evidence of
discriminant validity and reliability: accountability, risk management, emotional
intelligence, ethical leadership (intervening variable), human development, regulatory
environment and stakeholders’ interests. The revised hypotheses are shown in Table
6.11.
Table 6.11: Revised Hypotheses
H1 : There is a positive relationship between the level of accountability and ethical
leadership
H2 : There is a positive relationship between the level of risk management and ethical
leadership
H3 : There is a positive relationship between the level of emotional intelligence and
ethical leadership
H4 : There is a positive relationship between the effect of human development and
ethical leadership
H5 : There is a positive relationship between the effect of the regulatory environment
and ethical leadership
H6 : There is a positive relationship between the influence of stakeholder’s interests
and ethical leadership
H7 : There is a positive relationship between the influence of ethical leadership and
the perceived success of ethical governance
After the reliability and discriminant validity of all the variables had been confirmed and
the theoretical model had been revised, structural equation modelling was used further
to test and assess the revised theoretical model and hypotheses empirically.

305

6.6.1

Assessment of the Normality of the Data

A fundamental requirement for multi-variate, statistical testing is the assessment of the
normality of the data because the underlying assumption is that the data are normally
distributed (Sreejesh & Mohapatra, 2013: 82). Palta (2003: 6) argued that it is often
assumed in parametric, statistical tests that the data have been collected from a
sample population with a normal distribution.
The distribution of the data when conducting SEM analysis can influence the validity
of the estimation procedure (Hair et al., 1998: 645). When the data reveal sufficient
evidence of normality, the next step is to use the maximum likelihood estimation
method. Where there is insufficient evidence of normality, the robust maximum
likelihood (RML) method should be used. The purpose of RML is to estimate values
within the parameters of the model by accounting for the non-normality of the data
(Satorra & Bentler, 1994: 339). The multi-variate normality test was used in this study
to determine normality by using the LISREL 8.80 software application (Jöreskog &
Sörbom, 2006).
The following hypothesis was formulated to address the assessment of the multivariate normality of the data:
H0: The data distribution is a multi-variate normal distribution.
H1: The data distribution is not a multi-variate normal distribution.
The Chi-square values for the multi-variate normality test are shown in Table 6.12:
Table 6.12: Results of Multi-Variate Normality Test
Value

Z-score

p-value

Skewness

877.885

127.631

0.000

Kurtosis

2785.077

32.319

0.000

-

-

0.000

Skewness and Kurtosis
Chi-Square

17334.155
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The Chi-square value was 17334.16 while the related p-value was less than 0.5. For
this reason, the null hypothesis was rejected with a significance level of 0.01%. This
result indicated that the data were not normally distributed and that RML should be
used in the LISREL 8.80 application for the estimates of the SEM measurement and
structural models explained in the next section.
6.7

EMPIRICAL RESULTS AND INTERPRETATION OF THE STRUCTURAL
EQUATION MODELLING ANALYSIS

The first stage in the SEM process was to develop a theoretical model that was
supported by relevant literature, as indicated in Chapter 5. The remaining six steps of
SEM are listed below (Hair et al., 1998: 619):

• Construct a path diagram of relationships.
• Convert the path diagram into measurement and structural models.
• Select the input matrix and estimate the proposed model.
• Assess the identification of the structural model.
• Evaluate the goodness of fit.
•
6.8

Adapt the model theoretically.
CONSTRUCT THE PATH DIAGRAM

Path diagrams are an effective, efficient and clear way to visualise the relationships
among multi-variate data and are less complex than a system of algebraic equations
(Hoyle, 2012: 43). The path diagram is the favoured method for representing abstract,
statistical models such as those used in SEM. The revised theoretical model and a
path diagram were created to present each of the theoretical relationships as defined
by the hypotheses shown in Table 6.11. Babbie (2016: 484) referred to the process
as an effective way to visualise data in a fairly simple display. In Figure 6.1, the path
diagram of causal relationships in the revised theoretical model is illustrated.
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Figure 6.1: Path Diagram of Relationships in the Revised Theoretical Model

According to Hoyle (2014: 43), the path diagram is a means for the researcher to
create a logical communication platform. The communication platform includes
estimates of the latent variables, estimates of the relationships involved and the
estimates of the parameters. In the path diagram, the relationships are represented by
symbols and arrows.
The independent (or exogenous) variables are indicated by elliptical shapes on the left
and have a single headed arrow pointing to the intervening (exogenous) variable,
ethical leadership (elliptical shape), positioned in the centre of the diagram. The
intervening variable has a single headed arrow pointing to the dependent
(endogenous) variable, ethical governance. The single-headed arrows indicate the
dependent relationship that exists between the intervening variable and the
independent variables, finally affecting the dependent variable, ethical governance.
Theoretically, the dependent variable is determined by the independent and
intervening variables in the model (Hair et al., 2010: 619). The single-headed arrows
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point to the variables that are associated with the constructs. The independent
variables are referred to as indicators (Hair et al., 2010: 620).
Hair et al. (1998: 99) pointed out that large sample sizes are required for the SEM
process. Hair et al. (1998: 99) suggested that 15 respondents are ascribed for each
parameter within the revised model. Studies with 20 or fewer variables are less
challenging to interpret as statistical challenges might occur in cases of 20 or more
variables (Hair, Babin & Anderson, 2006: 753). An increase in the number of variables
requires larger sample sizes.
The number of parameters in this study, relative to the sample size (n = 309), was
sufficient for conducting SEM, confirming, therefore, that sufficient evidence was
produced for SEM to be conducted. The path diagram shown in Figure 6.1 was
appropriate for the second stage of SEM.
6.9

CONVERT THE PATH DIAGRAM INTO MEASUREMENT AND
STRUCTURAL MODELS

In the previous section, the path diagram was developed and the causal relationships,
based on the revised theoretical model, were illustrated in Figure 6.1. The causal
relationships were indicated in the revised hypotheses listed in Table 6.11. In the next
stage, the specifications of the causal relationships have been formalised by using
structural equations to link the casual relationship to the latent constructs in the
measurement model (Hair et al., 2006: 795). Therefore, the relationships in the path
diagram were converted into a series of structural equations. The purpose was to link
the identified correlations between the operational definitions of the constructs and the
relevant theory that was evaluated empirically (Hair et al., 1998: 110).
Hair et al. (2006: 753) emphasised the importance of the measurement model as the
next step of SEM. The measurement model has a set of indicators for each construct
that are evaluated collectively to define a particular, latent variable. The structural
model illustrates related constructs where their correlation and dependence are in
relation to one another (Hair et al., 2010: 623). The SEM model is dependent on the
theoretical model which is supported by relevant literature before proceeding to the
next step of developing the measurement and structural models.
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The first step in developing a structural model is to convert the relationships between
the constructs involved into a set of structural equations. Each equation has a coefficient (b) that is estimated. An error term (ϵ) is included in the equation and is best
described as a term indicating “disturbance” in the measurement model (Hoyle, 2012:
45). This estimation is an important part of the process as the path diagram does not
test for the error (Steenkamp & Trijp, 1991: 294). According to Hoyle (2012: 49), the
error terms represent divergences within a group average and, therefore, the
variances display variability across the factors. An example of such an equation is
shown below, as adapted from Hoyle (2012: 49).
Ethical Governance = b1 *Accountability + ϵ1

Example equation

Developing the structural model entails a transformation from exploratory factor
analysis (EFA) to a confirmatory approach. In contrast to when an EFA is conducted
where the researcher is not able to regulate which items load to various factors, the
confirmatory approach requires that the analyst specifies which items of the
questionnaire measure the latent constructs (Hair et al., 2006: 559). The process of
specification by the analyst is a prominent part of developing a structural model. The
variables function as questionnaire items which are used to collect data from
respondents (indicators). When the specification process has been developed and
defined, SEM requires that the reliability of all indicators is confirmed. The specification
process of the measurement and structural model is identified in Table 6.13 and
contains constructs based on an EFA.
According to Kline (2011: 48), a co-variance matrix is used to assess the theoretical
model. In this study, a co-variance matrix was used as an input matrix. Hair et al.
(1998: 406) argued that SEM analyses the relationships that are generated by the
data. In this study, the specification process of the measurement model specified the
manifest variables. The manifest variables measure the latent constructs (Satorra &
Bentler, 1994: 399). Robust maximum likelihood was used to estimate the free
parameters because there was evidence of non-normality of the data. According to
Jöreskog and Sörbom (2006: 1), LISREL 8.8 is an appropriate software application for
Windows. Therefore, LISREL was used in this study to assess the theoretical model.
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6.10

EVALUATE THE GOODNESS OF FIT OF THE STRUCTURAL MODEL

The next stage of SEM is to assess the approximation of the data according to the
goodness of fit of the model. Hair et al. (1998: 621) postulated that the goodness of fit
stipulates the extent to which the structural model fits the empirical data. The
significance of the goodness-of-fit process is that it quantifies the degree of fit (Cooper
& Schindler, 2007). Various fit statistics are available to evaluate a fit. For this study,
an examination of the degrees of freedom, the Satorra-Bentler, the Chi-square (2)
and the Root Mean Square Error of Approximation were used.
6.10.1 Chi-Square (2)
According to Corder and Foreman (2014: 114), the Chi-square is used to determine
whether the overall fit of the model is accepted or rejected. It is important to note that
a significant Chi-square in relation to the degrees of freedom (dF) is used to indicate
the fit resulting from the difference between the observed matrices and the estimated
measures. The statistical differences might be an indication that variations by the
respondents could have caused the contradictions within the matrices. An insignificant
Chi-square in relation to the degrees of freedom suggests an estimated statistical
similarity that is reached with the observed matrices. An insignificant result confirms
a good model fit with a p-value less than 0.05.
However, the Chi-square is dependent on the sample size (Hair et al., 2010: 651). In
this study, the sample size was 309. Therefore, it was assumed that the Chi-square
would be significant and possibly the model would be rejected. It is appropriate to
assume that large sample sizes make use of various measurements to assess the
goodness of fit (Hair et al., 2010: 631).
6.10.2 Root Mean Square Error of Approximation (RMSEA)
The RMSEA is an effective fitting index because the calculated parameters in the
proposed model are taken into consideration. The RMSEA uses the root square of the
mean of squared residual and calculates the average between the estimated and the
empirical indices. The lower the value of the RMSEA, the more accurate is the fit of
the model (Hair et al., 1998: 656). An RMSEA value of >0.08 indicates a poor fit. A
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value between 0.05 – 0.08 indicates a reasonable fit, while a value <0.05 indicates a
close fit as discussed in Section 6.11 (Kline, 2011: 206; Brown & Cudeck, 1993).
6.10.3 Assessment of the Goodness of fit for the Measurement and Structural
Models
The next stage of the SEM process is to evaluate the goodness of fit for the
measurement and structural models. The proposed measurement and structural
models were assessed to determine their acceptable approximation of the data. This
was conducted by means of the goodness-of-fit indices of the models. The following
hypotheses were formulated for this purpose.
H0: The data fits the model perfectly.
H1: The data does not fit the model perfectly.
Sreejesh and Mohapatra (2013: 86) proposed an evaluation where the co-efficients
are not to exceed the minimum acceptable limit and thereby create conflicting
estimates. The goodness-of-fit assessment starts once the model provides sufficient
estimates (Hair et al., 1998: 610). In this study no conflicting estimates were detected,
so an admissible solution was expected. The goodness-of-fit indices for the
measurement and structural models are shown in Tables 6.14 and 6.15. The models
were subjected to further empirical testing.
6.11

THE MEASUREMENT AND STRUCTURAL MODELS

Table 6.13 is illustrated with the endogenous and predictor variables that were used
for the LISREL software as inputs. The independent variables were: accountability,
risk

management,

emotional

intelligence,

human

development,

regulatory

environment and stakeholders’ interests. The independent variables have a positive
correlation with the intervening variable, ethical leadership, which has a positive
correlation with the perceived success of ethical governance.

312

Table 6.13: Measurement and Structural Model
Endogenous Variables

Predictor Variables

Ethical Governance

Accountability, regulatory environment, stakeholders’
interests, ethical leadership

Ethical Leadership

A1, EC3, SI4, VA4, EL1, EL4

Accountability

A2, EC4, A5, EL5, RE6, A6, EL3

Regulatory Environment

RE1, RE3, RE5, RE4

Stakeholders’ interests

SI2, SI6, EI6, SI3, SI1

Ethical Governance

EG5, EG1, EG8, EG4, EG6, EG2

The goodness-of-fit model indices of the measurement and structural models for this
study are shown in Tables 6.14 and 6.15 including the dF, Satorra-Bentler Chi-square
and RMSEA.
Table 6.14: Goodness-of-fit Indices for Measurement Model
Goodness-of-fit Statistics

Measurement Model

Sample Size

309

Degrees of Freedom (dF)

757

Satorra-Bentler: Chi Square (2)

1262.459 (p = 0.0)

Root Mean Square Error of Approximation (RMSEA)

0.0466

Expected Cross-Validation Index (ECVI)

4.774

2/dF (norm < 3)

1.667

In this study, the RMSEA value for the measurement model was 0.0466. The RMSEA
value for the structural model was 0.0431. The indices of the measurement and
structural models both confirm a close-fitting model according to the RMSEA
guidelines discussed in Section 6.10.2. The RMSEA is a population-index
measurement that indicates the fit between the model and sample co-variance matrix
as advocated by Kline (2011: 208), Hoyle (2012) and Hair et al. (2010). The further
significance of the RMSEA is that it rectifies the tendency of the 2 statistic to reject a
specified model based on larger sample sizes (Hair et al., 2010: 649).
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Table 6.15: Goodness-of-fit Indices for Structural Model
Goodness-of-fit Statistics

Structural Model

Sample Size

309

Degrees of Freedom (dF)

751

Satorra-Bentler: Chi Square (2)

1180.416 (p = 0.0)

Root Mean Square Error of Approximation (RMSEA)

0.0431

Expected Cross-Validation Index (ECVI)

4.547

2/dF (norm < 3)

1.57

The value of the 2 of the measurement model was 1262.46 divided by the value of
the dF (757), which equals 1.67. The value of the 2 of the structural model was
1180.416 divided by the value of the dF (751), which equals 1.57. The 2 value of the
measurement model (1.67) and the structural model (1.57) was less than the required
amount of 3. The indices provide evidence of a close-fitting model (Hair et al., 2010:
651).
6.12

ESTIMATION OF THE STRUCTURAL MODEL

The next step in the SEM process is to estimate the t-value. According to Cooper and
Schindler (2011: 303) the estimation of the structural model is a vital part of the SEM
process because the t-values determine the statistical significance between a
parameter and a distribution mean. Three of the variables, accountability, ethical
leadership and regulatory environment were measured using the two-tailed test. The
variables, accountability and ethical leadership were measured with a significance
level of 0.01% with t >3.30. The variable of accountability had a t-value of 7.08 and
ethical leadership had a t-value of 8.73. Both variables were greater than 3.30, which
suggested a very strong significance level. The variable, regulatory environment, was
assessed with a 5% significance level with t >1.96. The variable of regulatory
environment had a t-value 2.12. The variable, regulatory environment, had a path
estimate greater than 1.96, which suggested a very strong significance level (Hair et
al., 2010: 657). The variable of stakeholders’ interests was measured by a one-tailedtest. The t-values for a one-tailed-test ought to be greater than 1.64. The variable,
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stakeholders’ interests, had a t-value greater than the required 1.64 as prescribed for
the one-tail test, which indicated a significant loading (Hair et al., 2010: 657).
The revised model is shown in the structural model estimation in Figure 6.2 below.
The values for the four variables indicated by the black straight lines illustrate the
acceptable hypotheses. Measurements for the three variables marked by the red
dashed line were not statistically significant and they were eliminated from the
hypotheses.
Figure 6.2: Structural Model Estimation

* = Path not significant
In the structural model estimation presented in Figure 6.2 it is shown that four of the
seven variables influence the dependent variable, ethical governance, significantly.
The path co-efficient for the relationships proved significant as the t-values were
aligned with the recommended range as mentioned above. The results provide
sufficient evidence that the independent variables, accountability, regulatory
environment and stakeholders’ interests positively affect the perceived success of
ethical governance (the dependant variable) with ethical leadership as the intervening
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variable. Based on the results, hypotheses H1, H5, H6, H7 are supported and H2, H3
and H4 are rejected.
6.13

DISCUSSION OF THE SIGNIFICANT RELATIONSHIPS

Based on the estimation of the structural model estimation presented in Figure 6.2,
three variables emerged as being statistically insignificant: risk management,
emotional intelligence and human development. The four remaining variables
accountability, regulatory environment, stakeholders’ interests and ethical leadership
(intervening variable) significantly affect the dependent variable, the perceived
success of ethical governance. The next section contains a discussion of the above
findings including the statistical relationships and the motivation for decisions whether
to accept or reject the hypotheses.
6.13.1 Accountability
The following hypothesis in Figure 6.2 relates to accountability.
H1

There is a positive relationship between the level of accountability and ethical
leadership.

Hypothesis 1 shows a significant relationship between accountability and the
perceived success of ethical governance. The path co-efficient is 0.66, (t-value = 7.08;
p < 0.001). The empirical result indicates that procedures for accountability potentially
eradicate corruption, promote moral decision-making, enhance ethical leadership and
create transparent working environments. Therefore, the hypothesis was accepted.
6.13.2 Risk Management
The following hypothesis in Figure 6.2 relates to risk management.
H2

There is a positive relationship between the level of risk management and
ethical leadership.

Hypothesis 2 shows an insignificant path co-efficient between risk management and
the perceived success of ethical governance. The path co-efficient was 0.06, (t-value
= 0.59). The insignificant relationship suggests that ethical leaders do not have the
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ability to manage all risks effectively and, therefore, do not support the perceived
success of ethical governance. The hypothesis H2 was rejected.
6.13.3 Emotional Intelligence
The following hypothesis in Figure 6.2 relates to emotional intelligence.
H3

There is a positive relationship between the level of emotional intelligence and
ethical leadership.

Hypothesis 3 indicates a lack of empirical evidence to suggest a significant relationship
between emotional intelligence and the perceived success of ethical governance. The
path co-efficient was -0.03, (t-value = -0.45). The insignificant relationship suggests
that emotional intelligence is not a key factor affecting the perceived success of ethical
governance. Emotional intelligence plays an important role in various leadership
theories as indicated in the literature review but not necessarily in eradicating unethical
behaviour. The hypothesis H3 was thus rejected.
6.13.4 Human Development
The following hypothesis in Figure 6.2 relates to human development.
H4

There is a positive relationship between the effect of human development and
ethical leadership.

Hypothesis 4 proved to be insignificant based on the path co-efficient of 0.02,
(t-value = 0.16). Human development is an important driver to enhance skills and
create opportunities for employees’ development. The empirical results suggest a lack
of sufficient evidence to suggest a significant relationship between human
development and the perceived success of ethical governance. Hypothesis 4 was thus
rejected.
6.13.5 Regulatory Environment
The following hypothesis in Figure 6.2 relates to regulatory environment.
H5

There is a positive relationship between the effect of the regulatory environment
and ethical leadership.
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Hypothesis 5 shows a significant relationship between regulatory environment and the
perceived success of ethical governance as indicated by the path co-efficient of 0.15,
(t-value = 2.12; p < 0.05). The regulatory environment plays a vital monitoring role,
promotes integrity and ensures that rules are adhered to. Regulatory environment
positively influences ethical leadership and plays an important role in enhancing the
perceived of ethical governance. Hypothesis H 5 was accepted.
6.13.6 Stakeholders’ interests
The sixth hypothesis in Figure 6.2 relates to stakeholders’ interest.
H6

There is a positive relationship between the influence of stakeholder’s interests
and ethical leadership.

Hypothesis 6 shows a positive relationship between stakeholders’ interests and the
perceived success of ethical governance through ethical leadership as indicated by
the path co-efficient of 0.16, (t-value = 1.66, p < 0.05). Stakeholders’ interests ensure
fair treatment in organisations, stakeholder inclusiveness, promote values alignment
and rely on transparent communication. Based on the results, the hypothesis H 6 was
accepted.
6.13.7 Ethical Leadership
The seventh hypothesis in Figure 6.2 relates to ethical leadership.
H7

There is a positive relationship between the influence of ethical leadership and
the perceived success of ethical governance.

Hypothesis 7 shows a positive relationship between the intervening variable, ethical
leadership, and the perceived success of ethical governance. The path co-efficient
was 1.0, (t-value = 8.73, p < 0.001) indicating statistical significance. Ethical conduct,
accountability, values alignment and effective risk management are key attributes of
ethical leaders, who affect the perceived success of ethical governance. Ethical
leadership positively influences the perceived success of ethical governance.
Therefore, hypothesis H7 was accepted.
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6.14

ASSESSMENT OF THE IDENTIFICATION OF THE STRUCTURAL MODEL

Hair et al. (2006) suggested that the SEM software application should be assessed for
meaningless or illogical results in the process of identifying the structural model. Hair
et al. (1998) proposed that more constraints should be applied to the model in an effort
to reduce estimated, statistical co-efficients. Hair et al. (1998) postulated that a
structural model cannot estimate more statistical co-efficients than the non-redundant
number and their correlations estimated already.
Hair et al. (1998) suggested that more constraints should be added and paths deleted
until this problem is solved. Hair et al. (2010) argued further that the Chi-square is not
necessarily enough to support evidence for the confirmation of a model. Therefore, an
extra effort would produce an over-identified model where the degrees of freedom are
taken into account. This would lead to true correlation relationships (Hancock &
Mueller, 2006: 36). In this study, the value of degrees of freedom was 757. This result
was greater than zero and indicated that there was adequate evidence that the model
would not generate meaningless or illogical estimates (Hair et al., 2010: 684).
6.15

MODEL RE-SPECIFICATION

The next step of SEM involves the interpretation of the empirical results and the
adaption of the proposed theoretical model. Hair et al. (1998: 614) pointed out that,
after the model has been assessed and found acceptable, the empirical results should
be inspected to determine whether they meet the standards of the relevant theory. The
statistical significance of the estimated relationships was either accepted or rejected
hypothetically. In some cases, the model fit ought to be adapted or the relevant theory
needs to be consulted once the model interpretations are complete. These adaptations
lead to the process of model re-specification. Model re-specification refers to the
adaptation of the parameters of the original theoretical model in an effort to improve
the goodness-of-fit results. Any adaptation in the theoretical model ought to be
supported by appropriate theory and evidence of empirical significance (Hair et al.,
1998: 615; Venter, 2003). The process of model re-specification estimates nonestimated relationships with LISREL 8.80 for Windows. In this study none of the
relationships between the variables had to be adapted or improved.
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6.16

TESTING THE HYPOTHESES

The final step of SEM involves the evaluation of the path co-efficients in order to test
the research hypotheses (see Figure 6.2). The hypotheses are described according
to the criteria of being supported or not supported. The hypothesis shown in the
revised model (Table 6.11) were evaluated and presented in Table 6.16. Not all the
hypotheses were supported statistically. The rejected hypotheses were removed from
the model while the accepted hypotheses were supported statistically on the basis of
the six stages of the SEM process.
Table 6.16: Summary of Hypotheses in Revised Model
Hypothesis

Decision

H1

There is a positive relationship between the level of
SUPPORTED
accountability and ethical leadership

H2

There is a positive relationship between the level of risk
NOT SUPPORTED
management and ethical leadership

H3

There is a positive relationship between the level of
NOT SUPPORTED
emotional intelligence and ethical leadership

H4

There is a positive relationship between the effect of
NOT SUPPORTED
human development and ethical leadership

H5

There is a positive relationship between the effect of the
SUPPORTED
regulatory environment and ethical leadership

H6

There is a positive relationship between the influence of
SUPPORTED
stakeholder’s interests and ethical leadership

There is a positive relationship between the influence of
H7 ethical leadership and the perceived success of ethical SUPPORTED
governance
6.17

SUMMARY

Chapter 6 contained the report on the empirical testing of the theoretical model with
the results for this study. The theoretical model was tested empirically by means of
structural equation modelling. The EFA extracted seven factors with factor loadings
indicating that the data were valid and reliable prior to testing for causal relationships
with the perceived success of ethical governance. After the six stages of SEM had
been applied, the hypotheses were revised according to the results. Based on the
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SEM process of analysis applied in this study, risk management, emotional
intelligence and human development did not measure for positive relationships in the
model. The significant relationships in the hypotheses that were supported indicated
strong correlations with the perceived success of ethical governance via ethical
leadership. The variables in the accepted hypotheses which affect the perceived
success of ethical governance were as follows:
•

Accountability

•

Regulatory environment

•

Stakeholders’ interests

•

Ethical leadership (intervening variable)

A holistic overview and summary of this study, including the interpretations of the
empirical results have been presented in Chapter 7. The limitations of the study and
recommendations for future research in terms of the perceived success of ethical
governance have been included also in Chapter 7. Finally, the ethical leadership
development model designed, formulated and based on the findings of this study and
supporting literature has been presented for future application. The model can be used
as a practical framework of developing and training ethical leaders to implement
sustainable ethical governance in the quest to make the world a better place.
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CHAPTER SEVEN
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
7.1

INTRODUCTION

In the previous chapter, the empirical results were presented and a model was
identified based on exploratory factor analysis. Furthermore, the assessment of the
construct validity (uni-dimensionality and discriminant validity), reliability and model fit
was conducted. After completing the process of structural equation modelling the
following four factors were identified which have a positive correlation with the
perceived success of ethical governance: accountability, regulatory environment,
stakeholder’s interests and ethical leadership.
In this final chapter of the study, a synopsis of the research concerns and empirical
findings has been discussed in relation to the research problem as recommended by
Mouton (1996: 195). Various implications and challenges to enhancing the perceived
success of ethical governance within the theoretical framework have been
emphasised. Recommendations to address the implications and challenges have
been made, based on the empirical findings discussed in Chapter 6. In the final
section, the limitations and concluding remarks have been discussed.
7.2

SYNOPSIS OF THE STUDY

Considering the extant global leadership crisis, increasing incidents of unethical
behaviour by high-level leaders in the private and public sectors, the outcome of poor
governance is to be expected. As demonstrated in this study, the global leadership
crisis has a devastating effect on human development, the environment, financial
growth, economies, business reputation, the stakeholders and the emotional wellbeing of employees. Based on the empirical findings of this study, it was found that
four factors influence the perceived success of ethical governance. The purpose of
this study was threefold. Firstly, the aim was to contribute to the understanding of the
relation between ethical leadership and ethical governance in private and public
sectors,

internationally

and

locally.

Secondly,

the

aim

was

to

present

recommendations for building an ethical leadership development model to enhance
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ethical governance in South Africa. Lastly, the aim was to contribute to the body of
knowledge about ethical governance in South Africa.
The purpose of the study was aligned with the main objective to develop and provide
a theoretical model, which was supported by recent and relevant literature. The
theoretical model was empirically tested by assessing various variables (factors) which
influence the perceived success of ethical governance in South Africa. The research
problem in Chapter 1, Section 1.2, was framed as follows:
As a result of the multi-dimensional and complex nature of ethical governance,
in order to develop an integrated, outcome-based ethical leadership
development model that would enhance the practice of ethical governance, the
factors that influence the perceived success of ethical governance in South
Africa would need to be identified and investigated.
The integration of primary research findings and theories on ethical governance was
used to address the research problem of the study. The various theories supported by
relevant literature were used to develop a theoretical model. The research framework
was illustrated in Figure 1.1 and was used to guide an extensive and relevant literature
review as discussed in Chapters 2 and 3 as follows:
•

Chapter 2: Theories of Ethics, Leadership and the Importance of Ethical
Leadership

•

Chapter 3: Manifestations and Consequences of Unethical Leadership and
Solutions towards Ethical Governance

The concept of ethical governance was identified as a framework within which ethical
leaders should promote accountability, transparency, integrity and play a monitoring
role to expand the parameters of ethical governance. The variables influencing the
perceived success of ethical governance were identified and illustrated in the
theoretical model for empirical testing as presented in Chapter 4. Owing to the
complexity and multi-dimensional nature of the perceived success of ethical
governance, including the various variables, the study aimed to meet the following
requirements:
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•

To address the belief that leadership is a characteristic with which one is born
and cannot be developed;

•

To emphasise the similarities between values and the requirements of ethical
governance;

•

To promote attributes of ethical leadership as an imperative for enhancing
ethical governance;

•

To expand and develop training recommendations to include ethical
governance;

•

To stimulate curiosity and awareness about further research in the field of
ethics, leadership and governance.

The primary research objective as presented in Chapter 1 was stated as follows:
The primary objective of this research effort was to investigate the factors that
influence the perceived success of ethical governance through ethical leadership in
SA. Therefore, a key focus of the research was on the importance of incorporating
ethical governance as a learning area in leadership development as stipulated by the
King III Report (2009). The following procedural objectives were employed:
•

To develop a proposed theoretical model of factors that affect the perceived
success of ethical governance in SA with ethical leadership as the
intervening variable.

•

To develop an appropriate measuring instrument that would test the
relationships between the variables empirically.

•

To test the proposed theoretical model and the suggested hypotheses
empirically by means of sourcing data from relevant respondents among
executive leaders in SA.

•

To analyse the sourced data statistically.

•

To present recommendations based on the results of the statistical analysis.

In Chapter 1 (Table 1.2) various secondary research objectives were developed to
support the primary research objectives of this study. Table 7.1 illustrates the
secondary research objectives that were achieved:
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Table 7.1: Secondary Research Objectives Achieved
No.

Research Objective

RO1

To analyse the theoretical basis of the existing ethical leadership training
models in SA

RO2

To analyse the role and the outcomes of ethical leadership development in
ethical governance in SA

RO3

To analyse the nature and the impact of ethical leadership on ethical
governance

RO4

To analyse the nature and the impact of unethical leadership behaviour on
governance

RO5

To analyse the challenges, the restrictions and the obstacles of ethical
leadership

RO6

To determine the role of the SA Government in preventing and countering
poor governance

RO7

To develop an ethical leadership development model, benchmarked
according to global best practice to enhance ethical governance

7.3

CONCLUSIONS FROM THE RESEARCH METHODOLOGY

Conclusive and sufficient evidence based on relevant and empirical literature was
used to identify nine variables which potentially influenced the perceived success of
ethical governance in South Africa. A theoretical model was developed based on
secondary sources from various research fields of human development, ethical
leadership and ethical governance. Accordingly, the first five secondary objectives
were achieved.
In the next step, the nine variables were defined, based on appropriate literature and
operationalised by the development of certain items to be part of the reliable
measuring instrument. The operationalisation and formulation of the variables
included contributions from previous studies and experts in the fields of ethics,
leadership and governance. A positivist research approach was used because of the
nature of the main research problem, including the various research objectives, of this
study. The hypotheses postulated a positive relationship between the nine variables
and the dependent variable, the perceived success of ethical governance. The
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intervening variable was also hypothesised as an influential variable affecting ethical
governance.
The next step was the development of a preliminary study which led to minor
adjustments to the measuring instrument. The pilot study group was selected
according to the participants’ experience in ethical leadership and governance. The
survey questionnaire was then distributed to a targeted group of respondents using a
convenience, snowballing sampling technique. The third secondary objective was
achieved after 309 usable questionnaires were received for statistical data analysis.
The data collected from the respondents were subjected to statistical analysis using
SEM. The first step involved using EFA to identify the underlying factors, presenting
the data, and confirming the discriminant validity of the measuring instrument. Three
factors (ethical conduct, value alignment and strategic planning) were removed from
the model because they could not be confirmed by EFA.
After the three variables had been removed, the reliability of the measuring instrument
was confirmed by means of Cronbach’s alpha co-efficients for each of the factors
identified. The reliability of the measuring instrument was confirmed with a Cronbach’s
alpha greater than 0.70. The theoretical model and hypotheses were revised and
tested further, based on the results of the EFA.
The third step was to use structural equation modelling to test the significance of the
hypothesised relationships between the remaining variables: accountability, risk
management, emotional intelligence, human development, regulatory environment,
stakeholders’ interests and ethical leadership (intervening variable). The hypothesised
variables with significant relationships in the structural model are shown in Figure 7.1
below.
The independent variables (accountability, regulatory environment, stakeholders’
interests) and the intervening variable (ethical leadership) are stipulated by a black
arrowed line marked “positive relationship”, which indicates the variables that influence
the perceived success of ethical governance, marked in yellow. The independent
variables of risk management, emotional intelligence and human development are
stipulated by a red dashed line marked “insignificant relationships” which indicates the
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variables were removed from the model. Accordingly, the final secondary objective
and the primary objective were achieved.
Figure 7.1: Summary: Significant Relationships in the Structural Model

Source: Researcher’s own construct
7.4

INTERPRETATIONS OF THE RESEARCH PROBLEM AND RESEARCH
QUESTIONS AND CONCLUSIONS

Addressing the research problem was part of a bigger process to identify factors that
influence the success of the latest alternatives in leadership practice in enhancing
ethical governance. An attempt was made in this study to include the limited material
available on this under-researched theme by focusing on ethical leadership and the
beneficial role it can play in enhancing ethical governance. The limitations of the study
were addressed by considering the multi-dimensional and complex nature of ethical
leadership by selecting the variables which influence the perceived success of ethical
governance, thus broadening the body of knowledge. The research problem was
supported by secondary research questions as presented in Chapter 1. Table 7.2
shows the number of secondary questions completed.
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Table 7.2: Secondary Research Questions
No.

Research Question

RQ1 Can leadership development incorporate and enhance ethical governance?
RQ2

What contribution can training make towards ethical leadership
development?

RQ3 What leadership attributes is essential to establish ethical governance?
RQ4 What are the causes of unethical leadership behaviour?
RQ5 What is the effect of global crises on ethical governance?
RQ6

How can leadership development enhance ethical governance in a global,
African and South African context?

RQ7 How can the consequences of unethical leadership be avoided?
In the following section, the significant and non-significant relationships of the model
have been discussed. Furthermore, interpretations and recommendations for each of
the relationships have been provided. The related hypotheses have been rephrased
for directional purposes. The non-significant relationships and their contribution to the
study have also been considered.
7.4.1

Significant Relationships: Accountability

In this study, accountability means that leaders take responsibility for their decisions,
behaviour and actions. Based on the empirical evidence of the study, accountability
was identified as a vital factor in enhancing ethical governance effectively (King IV,
2016). Accountability is created by determining the criteria by which the performance
of officials, public operators and businesses are measured (King Code III, 2009: 9).
According to Carother and Brechenmacher (2014), accountability is a universal
attribute of good governance. Diale et al., (2007: 638) argued that accountability refers
to those who have power answering to those whom they serve. Therefore,
accountability is a fundamental notion of ethics and must be visible in the private and
public sectors. Accountability and responsibility are linked. Vyas-Doorgapersad and
Ababio (2006: 391) referred to accountability as being the way in which individuals
execute their tasks and duties and add value to their role in the work place in relation
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to others. However, considering recent leadership failures and scandals (see Chapter
2), accountability in leadership roles has declined globally.
Accountability is a fundamental requirement for ethical governance in both private and
public enterprises. Therefore, the positive relationship between accountability and
ethical governance supports the notion that ethical leaders in organisations can
enhance ethical governance by establishing structures for accountability for the benefit
of all.
Hypothesis H1 in the revised model states: There is a positive relationship between
the level of accountability and ethical leadership.
Hypothesis H1 can be stated in management terms as: The success of the multidimensional process of ethical governance can be enhanced by ethical leaders
establishing and implementing the levels of effective accountability structures in both
private and public enterprises.
7.4.2

Significant Relationships: Regulatory Environment

The empirical results of this study provided evidence that the regulatory environment
is a significant factor in enhancing the perceived success of ethical governance. The
rapid and fluid changes in the regulatory environment force organisations to do the
right thing and comply with laws and legislation. Organisations are required to set clear
directions for how regulatory compliance should be approached (Tattam, 2015).
Changes in legislation are reported and monitored by internal audits. Organisations
are required to develop robust policies and procedures and to establish ethical
compliance as part of their business culture (Australian Government, 2007). The
globally accredited SA King IV Reports (2016) formed the framework within which
other authoritative literature and empirical findings on leadership and ethical
governance were evaluated.
Based on the results of this study, it can be argued that, when leaders combine and
apply the fundamental requirements of the regulatory environment effectively, the
result is a culture of compliance in which organisations adhere to robust, ethical
governance procedures, accountable systems in order to prevent potentially unethical
scandals or incidents (Trent, 2008: 2). The literature review, case study analyses and
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empirical investigations supported this critical finding. The absence of, and noncompliance with, fundamental, regulatory procedures and policies were found to be at
the centre of unethical leadership practices that lacked ethical governance.
To ensure that the desired results of ethical governance are achieved, leaders of
organisations are required to spend more time with regulators because of the rapid
changes in order to comply with laws and legislation. The positive relationship between
the regulatory environment and ethical governance indicates the importance of leaders
focusing intently on compliance.
Hypothesis H5 in the revised model states: There is a positive relationship between
the effect of the regulatory environment and ethical leadership.
Hypothesis H5 can be stated in management terms as: The success of the multidimensional process of ethical governance can be enhanced by ethical leaders and
their employees refreshing their focus on regulatory compliance structures in both
private and public enterprises.
7.4.3

Significant Relationships: Stakeholders’ interests

Based on the empirical results, it was found that stakeholders’ interests have a
significant influence on the perceived success of ethical governance. Organisations
are required to adopt a stakeholder-inclusive approach (King IV Report, 2016) that
balances the needs, interests and expectations of their employees, stakeholders and
clients (Coronation Fund Managers, 2018). In this study, stakeholders are defined as
those who have interests or concerns regarding organisations.
Rensburg and De Beer (2011) defined stakeholder inclusivity as the stakeholders’ right
to be heard and to be held accountable for their involvement. In decision-making, the
board represents the best interests of the stakeholders. According to Account-Ability
(2015), stakeholders’ interests are enhanced by stakeholder engagement. The
stakeholder-inclusive approach is practised by ethical leaders.
The inclusive stakeholder management approach is illustrated in Figure 7.2 below. It
is of great importance that organisations develop and maintain a transparent and
accountable relationship with stakeholders. There are different levels of stakeholders
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in terms of power and interest, ranging from stakeholders with high power and high
interest, who should be managed closely, to stakeholders with low power and interest,
who should also be monitored.
Figure 7.2: Stakeholder Interest Grid

Source: Adapted from Mendelow (1981)
Ethical leaders in ethical organisations are required to develop a transparent
relationship with all stakeholders from those with the most power to those with the
least power. Leadership failures occur when leaders manage stakeholders with power
only and neglect the other levels of stakeholders (Huemann et al., 2016). Leaders
have the responsibility to be inclusive and transparent with all relevant stakeholders
for the benefit of the stakeholders as well as their organisations (Aarseth et al., 2011).
Hypothesis H6 in the revised model states: There is a positive relationship between
the influence of stakeholder’s interests and ethical leadership.
Hypothesis H6 can be stated in management terms as: The success of the multidimensional process of ethical governance can be enhanced by leaders adopting an
effective, stakeholder-inclusive approach.
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7.4.4

Significant Relationships: Intervening Variable – Ethical Leadership

The empirical results indicated that ethical leadership plays an essential part in the
perceived success of ethical governance. According to Goldsmith et al., 2003, ethical
behaviour will become the most important characteristic of future leaders. The term
“ethics” is derived from the Greek word ethos meaning character, conduct and
customs. Ethics refers to the “morals and values that help leaders decide what is right
and good or wrong and bad” (Goldsmith et al., 2003: 217).
Ethical leadership was summarised in the King IV Report (2016:5 ) as the behaviour
of people when no one is looking. The definition and scope of ethical leadership in this
study was based on recent and relevant literature that included the various levels of
leadership. Based on the findings it was evident that a culture of accountability and
transparency in organisations plays a pivotal role in enhancing ethical governance. An
additional advantage of ethical behaviour is that it builds trust among stakeholders,
which increases organisational and financial gain.
The call for a new breed of ethical leaders was supported by the increased incidents
of global corruption scandals and toxic leadership practices (Goodman, 2014: 7;
Singh, 2009: 262; Bunker et al., 2010; Goleman, 2011: 277; 2004: 36; Goldsmith, et
al., 2003: 198; Barling et al., 2000: 160; Fiedler, 1996: 243). Technological
advancements and competition for scarce resources highlight further the urgent need
for ethical leadership. Furthermore, the emphasis placed on ethical leadership in
organisations leads to healthy organisations, which are beneficial for employees,
clients, stakeholders and organisations’ reputations that strengthen the economic
climate (Roux, 2017; Veldsman, 2016: 667).
Hypothesis H7 in the revised model states: There is a positive relationship between the
influence of ethical leadership and the perceived success of ethical governance.
H7 can be stated in management terms as: The success of the multi-dimensional
process of ethical governance can be enhanced by creating a platform on which to
develop, and subsequently use, the attributes of ethical leaders.
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7.4.5

Dependent Variable: Ethical Governance

The concept of ethical governance was defined in this study as the system of
structures established in all organisations (public and private enterprises) to “direct,
control and account” at the highest levels (Adendorff, 2013). Organisations determine
their direction by being strategically ethical in decision-making processes (King IV
Report, 2016). As part of governance, organisations determine the control over
management performance and the monitoring of behaviour. Leaders in organisations
have the responsibility to give account based on their responsibility towards
employees, stakeholders and clients (King IV Report, 2016).
Ethical governance is relatively new concepts that describes the way in which ethical
leaders direct and lead institutions with a social conscience. The social conscience of
ethical governance includes matters such as performance and management of policymaking, government, international relations and politics. Anti-corruption agencies play
an important role in holding businesses accountable for being effective, efficient,
transparent and responsive (Kasemsap & Rajabhat, 2017: 340; Kannath, 2009).
Ethical governance embodies administrative measures, procedures and policies that
incorporate criteria for ethically good or acceptable behaviour. Ethical governance is
a normative notion that refers to what is ethically good. The quality of governance is
also assessed by criteria such as integrity, equity and justness (Salminen & Viinamäki,
2010: 33).
Ethical governance is of the utmost importance and holds individuals, as well as
organisations, accountable for the role they play. The various King Reports (2016)
emphasise the development and promotion of ethical codes for citizens and
organisations. The influence of leadership is strengthened by ethical codes that
monitor public officials as stewards who are performance-based (Ernest & Young,
2016). The advantage and significance of the King Reports (2016) are that they lead
to the development and promotion of ethical behaviours of both citizens and
organisations in the private and public domains over long periods of time.
There are various concepts and definitions of ethical governance. The essence,
however, involves “good leadership, organisational fairness, non-discrimination and
an ever-increasing set of issues which are considered unethical” (Demmke &
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Moilanen, 2011: 8). The basic characteristics of ethical and effective governance serve
as a practical guideline to implement, and measure the effectiveness of good
governance (Demmke & Moilanen, 2011: 8).
7.4.6

Insignificant Relationship: Risk Management

Risks that include high performance standards and clients’ expectations can
jeopardise an organisation’s identity if major disruptions are not resolved rapidly and
effectively (Hopkin, 2018). According to The Ethics Institute (2012:11), risk
management is the process of directing and arranging resources and procedures
despite uncertain and disruptive events. The upside of risk management includes the
opportunity for innovation and competitive advantage. Furthermore, the opportunity
exists to enhance and expand the organisation’s vision, culture and identity. The
importance of an effective risk management framework is highlighted by the Corporate
Governance Report on lessons from the 2008/2009 financial crisis (Solomon, 2007).
Although risk management is an integral part of a leader’s task, the empirical results
of this study indicated that risk management does not have an essential influence on
the perceived success of ethical governance. Therefore, based on the non-significant
relationship found in this study, effective risk management systems do not enhance
ethical governance, but the ability to manage risk is regarded as an essential
leadership attribute.
7.4.7

Insignificant Relationship: Emotional Intelligence

Statistics indicated that 47% to 56% of leaders who were described as effective and
successful were emotionally intelligent (Stein & Book, 2000). High-level leadership
attributes include courage, inspiration, social justice activism and an ethical foundation
(Cann, 2015). Ethics and emotional intelligence are closely related. The value of
emotionally mature, ethical leaders is their ability to strengthen an ethical
organisational culture characterised by ethical decision-making that positively
influences and empowers employees (Cabral & Carvalho, 2014). Goleman (2004)
argued that emotional intelligence is the basis for effective leadership. Emotional
intelligence includes self-control over emotions and being able to put other’s emotional
well-being first.
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Emotionally intelligent leaders are capable of making correct assumptions about
people, saying the right things at the right times. (Caruso & Salovey, 2004: 52).
Emotional intelligence refers to self-awareness, self-regulation, motivation, empathy
and decision-making (Agarwal & Chaudhary, 2013: 29) and builds trust between
employees and leaders which enhances ethical outcomes. The primary advantage of
emotionally intelligent leaders is their understanding of what drives human behaviour
and what is necessary to achieve team excellence. Being body-language literate is a
vital part of emotionally intelligent leadership. The risk of an over-focus on emotional
intelligence is that leaders often make emotional decisions as opposed to sound,
financial, business decisions.
Although emotional intelligence is regarded as a key leadership attribute, the empirical
findings of this study indicated a non-significant relationship between emotional
intelligence and ethical governance. Although emotional intelligence is regarded by
the researcher as a very important aspect of effective leadership, emotionally
intelligent leaders also have the potential to use emotional intelligence to manipulate
employees or to act unethically. According to Meges, Kilduff, Kern and Bruch (2015)
emotional intelligence has a dark side in cases where leaders manipulate others with
charisma and individual consideration to create a climate of emotional oppression.
Although emotional intelligence in this study is associated with ethical leadership,
there are leaders who abuse emotional intelligence as reflected in the results.
7.4.8

Insignificant Relationship: Human Development

Unfortunately, barriers exist that perpetuate low human development lifestyles. The
low human development barriers are supported by a few economic, social, political
and cultural sanctions. Examples of how ethical leaders can break the vicious circle of
low human development include concentrated efforts to enhance gender-based
leadership and measures to counter ethnicity in the workplace. The focus should shift
to the quality of life, achievements and the inclusion of emerging data to complement
traditional methods (Human Development Report, 2016).
Ethical leaders can promote, and play a significant role in, developing and creating
awareness of human development. Ethical organisations can re-align their positions
towards human development policies; adopt specific measures for those with special
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needs, and implement strategies to make human development a reality and to
empower the voiceless (Human Development Report, 2016). A vital but neglected part
of organisational and ethical leadership includes corporate social responsibility (CSR)
as analysed and discussed in Chapter 3. Ethical leaders who promote and implement
CSR can play an integral part in alleviating poverty and enhancing human
development (Wiese, 2017).
Although, in this study, human development was considered to be a very important
facet of organisational culture and ethical leadership, the empirical results indicated a
non-significant relationship between human development and ethical governance.
Human development is an integral part of an organisation but it does not necessarily
influence the perceived success of ethical governance.
7.5

CONTRIBUTIONS OF THE STUDY

The primary and secondary objectives of this research study were achieved namely:
•

To analyse the theoretical basis of existing ethical leadership training models in
SA

•

To analyse the role and the outcomes of ethical leadership development in
ethical governance in SA

•

To analyse the nature and the impact of ethical leadership on ethical
governance

•

To analyse the nature and the impact of unethical leadership behaviour on
governance

•

To analyse the challenges, the restrictions and the obstacles to ethical
leadership

•

To determine the role of the SA Government in preventing and countering poor
governance

•

To develop an ethical leadership model, benchmarked according to global best
practice to enhance ethical governance

The contribution of this empirical study to the body of knowledge relates to two primary
areas of research: ethical leadership and ethical governance. From the research
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conducted, it was evident that extensive research on the two disciplines had been
completed previously.
However, it is notable how this research contributes uniquely to the way in which the
global and local leadership crisis can be addressed. Leadership failures were
discussed in Chapter 2, where Els (2016: 442) noted that, never in South African
history, had a president faced never-ending corruption charges while Head of State
and been accused of failing in his/her leadership role as highlighted by the SA
Constitutional Court. In the context of the escalating leadership failures in the private
and public sectors, this research effort placed emphasis on ethics and leadership and
the immense effect they have on ethical governance. Traditionally, ethics, leadership
and governance have been treated as individual disciplines whereas, in this study, the
three dynamic disciplines were combined and explored using a holistic approach. The
ethical leadership and leadership development model, as discussed in Chapter 4, has
been revisited in Figure 7.3 below for future application.
The ethical leadership development model is a holistic, top-to-bottom approach to
support organisations in the private or public sector in implementing ethical structures
to achieve the perceived success of ethical governance. The ethical leadership
development model includes steps to identify a vision and select organisational values.
After the ethical tone has been set within the vision and values, the ethical cycle sets
in motion a process to eliminate toxic leadership practices or unethical behaviour and
continues until ethical leadership styles are adapted and implemented as part of
organisational identity. The leadership development cycle (steps 4, 5, 6 & 7) must be
supported by leaders and employees to create authentic, servant and ethical
leadership styles within organisations. The remaining steps refer to a strategic
evaluation before the ethical cycle is repeated to maintain and develop ethical
leadership practices for all employees and high-level leaders within organisations. The
outcome of the ethical leadership development model is ethical governance. Figure
7.3 illustrates the ethical leadership development model:
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Figure 7.3: Ethical Leadership Development Model

The ethical leadership development model is the proposed leadership model designed
by the researcher based on the data analysis and findings of this study. The ethical
leadership development model enhances ethical governance within organisations by
creating accountable, transparent and ethical cultures since ethics have been
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neglected in leadership models (Osmic, 2014). This study extensively focusses
attention on using ethics to prevent fraud, corruption and unethical behaviour.
Therefore, this study addressed limitations in ethical governance by identifying factors
that influence the attributes of ethical leadership and leadership behaviour that
enhance the perceived success of ethical governance. A theoretical model was
developed, based on recent and relevant literature, and was tested empirically. The
theoretical model was an effort to improve knowledge and understanding of the
complex and multi-dimensional process of ethical governance in South Africa.
Subsequently, 309 high-level leaders, locally and internationally participated in a
survey using online and hard-copy questionnaires. Owing to the complex nature of the
statistical analysis and the large number of participants who completed the
questionnaire, the use of SEM was of considerable value.
The findings of the study produced a fresh perspective on ethical governance and the
urgent demand for ethical leaders to enhance ethical governance. This study and its
findings were in accordance with Babbie’s (2016: 495) notions of timeous analytical
research. Babbie (2016: 495) highlighted the necessity and operational value of
empirical research that is relevant to current research problems and the timeous
application of data. The findings of this study led to specific recommendations for the
enhancement of ethical governance and ethical leadership. In summary, this study
contributes to the elimination of unethical leadership practices by creating awareness
of the need for ethical leaders to implement and sustain ethical governance
procedures in the private and public sectors. In this way, this study contributes to the
body of knowledge.
7.6

LIMITATIONS OF THE STUDY

This research study was undertaken to examine the parameters of governance by
presenting an in-depth description of ethical leadership. A quantitative methodology
was applied to facilitate an analysis of the data collected. The scope and sample size
of the research were limited to ensure a relevant and appropriate study. The selected
methodology was evaluated in accordance with the potential limitations of an
appropriate sample size to produce accurate results.
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The factors identified were used as a basis to develop structured questionnaires which
were distributed electronically to selected respondents. The risks involved were
research responses which possibly were not accurate. Other risks included
respondents’ attitudes, experiences and feelings which vary depending on their
contexts. Furthermore, locating the appropriate respondents to participate in the online
survey was a challenge as well as other random factors such as willingness,
motivation and respondents’ ability to express their views.
Despite the possibility of inaccurate responses, it is widely accepted that
questionnaires are a valid and trustworthy reflection of the views of the respondents,
and measures were in place to eliminate suspect responses. Furthermore, a large
number of respondents replied with personal e-mailed to give positive feedback about
the questionnaire survey.
Action was taken during the research study to reduce the limitations mentioned above.
Firstly, a pilot study was conducted with a group of 15 respondents (see Chapter 5,
Section 5.4.6) that included high-level leaders such as lecturers, PhD graduates and
public officials. The feedback received from the pilot study was used to revise and
adjust the questionnaire so that it would be easy-to-read and understandable. The
completed questionnaires were handled with confidentiality and respondents were
invited to contact the researcher if they had any feedback regarding the questionnaire.
Lastly, Cronbach’s alpha co-efficient was used to determine the variables that
measured 0.7 or more. Although emotional intelligence scored 0.658, the decision to
include this variable was accepted (see Chapter 6.4) based on the argument
supported by Loewenthal (2001) and Nunnally (1967). A number of variables were
removed from the study owing to validity concerns. Care was taken during the
sampling process to select and invite appropriate respondents. Awareness of random
factors and levels of experience of the different respondents are always a risk when
conducting research and had to be taken into account.
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7.7

RECOMMENDATIONS FOR FUTURE STUDIES

This research study shed light on ethical leadership and governance in SA. Leadership
failures globally, on the African continent and in SA support the relevance of this
research. Furthermore, empirical studies revealed that ethical leadership and
governance have been under-researched which indicates opportunities for future
research. The devastating effect on human development and exploitation of the
poorest of the poor caused by unethical leadership and lack of governance
necessitates on-going research. The effect of state capture that contributed to the
downgrading of the SA economy to junk status is another logical reason to increase
research capacity in terms of ethical governance. Various independent variables were
shown to be not significant statistically in relation to the dependent variable. These
unexpected results might be explained by research being restricted to the leadership
domain in SA and should be researched further.
The rankings of uncertain and unpredictable future events, according to The Institute
of Risk Management South African (2018), were discussed in Chapter 5 and it became
evident that ethics, leadership and governance would play a pivotal role in reducing
and eliminating risks to guarantee that SA will not collapse in the near future. The top
20 South African risks relevant to this research included: very high unemployment
rates; unmanageable corruption, fraud and bribery; lack of governance and regulatory
compliance; failure of governance; lack of ethical leadership; profound political
instability; national economic slowdown; inadequate education; social instability; loss
of reputation; State collapse; inadequate critical infrastructure (South African Risk
Report, 2018).
This research study is an early attempt to enhance ethics, leadership and governance
holistically. Therefore, it provides the opportunity for further research and contributes
to retrieving SA from a downward spiral. The case studies of various SA state organs
analysed in Chapter 3 concerning the SAPS, the State Capture Report, Eskom, Prasa,
SABC and SARS were but a few of the cases that require further investigation and
remedial reproach. The severity of unethical leadership and its financial impact was
highlighted under the heading Timeline of Severely Unethical Developments in SA,
exposing specific incidents. Various examples of corruption and incidents of unethical
leadership practices in the private and public sectors were also analysed. These

341

examples supported the notion of a broad-based culture of self-enrichment and
lawlessness in SA. Perhaps the most significant example was that of international
auditing firm, KPMG, which was directly linked to the SA State Capture Report.
The results of this study made it possible to make various recommendations on how
to integrate the training and development of ethical leaders in South Africa with the
outcome of promoting the success of ethical governance. It is recommended that
future research is focused on how to develop ethical leaders and propagate ethical
governance in all SA organisations, institutions and public domains.
7.8

CONCLUSION

In the final analysis of this study, ethical governance refers to the implementation of
an ethical culture, productive performance, effective control and legitimacy, with
ethical leadership as a key success factor. The first publication of the King Report
(1994) created a proud tradition of ethical governance in SA. Twenty-two years later,
the 4th King Report (2016) sets out principles, practices and outcomes which are
widely acknowledged and serve as an international benchmark for ethical governance.
SA has a rich culture of diversity and has faced various executive leadership failures
and challenges in the past years. In this study, an integrated leadership model based
on ethical leadership and ethical governance has been provided, that could become
an international example and benchmark of leadership excellence.
During the 2018 State of the Nation Address, the then acting President Ramaphosa,
dedicated the year, 2018, to the legacy of former President Nelson Mandela.
President Mandela focused his presidency on building a democratic, equitable society
and has been widely acknowledged as a global symbol of integrity-based leadership.
Since becoming the SA President, Ramaphosa publicly announced the government’s
commitment to ethical behaviour, ethical leadership and governance in South Africa.
The government intensified its engagement with all stakeholders to enhance ethical
governance for sustainable transformation in SA. President Ramaphosa introduced
various legislative measures, including the Zondo and Nugent commissions of inquiry,
to eradicate corruption and unethical leadership practices in government.
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SA is in urgent need of authentic and ethical leaders that enhance trust and integrity
to manage major challenges successfully, such as unemployment, infrastructure
development, land expropriation and accessible education whilst maintaining an
upward economic trend. This authentic, ethical and accountable leadership, together
with outcome-based government initiatives could turn the tide of corruption in public
institutions and hold unethical and corrupt leaders responsible for wrong-doing and
mismanagement of public funds (accountability). President Ramaphosa invited and
urged professional bodies in the private sector to work with the SA regulatory
authorities and to take decisive action against unethical practices. Furthermore, the
president assured that the financial operations of SOEs would be evaluated
continuously to overcome governance challenges that weakened the SA economy,
undermined service delivery and widened the gap between rich and poor. Special
reference was made to strengthening governance in parastatals, including ESKOM,
PRASA, SAA and SARS, to restore economic growth.
An ethical leadership model to prevent fraud, corruption and unethical behaviour was
developed successfully as part of this study. The contribution to the body of knowledge
about leadership development was that the model can be used at all levels of
leadership in public and private enterprise. The model includes sound guidelines for
ethical leaders to cultivate moral sensitivity, develop moral reasoning, create
environments which promote ethical conduct and combat moral disengagement.
Ethical leaders understand the importance of ethical governance, irrespective of
whether internal or external governance is being applied. Ethical leaders are
characterised by the nine C’s of leadership: care, consciousness, competence,
conversation, courage, choice, creativity, consistency and congruence (Rossouw &
Van Vuuren, 2017).
An ethical leader establishes and maintains an ethical culture by leading by example
and creating an ethical climate to enhance governance driven by ethical performance.
The nature, commitment and success of organisational leadership starts with the
governing body. Ethics is identified in two ways within governance structures. Firstly,
the ethical values and foundations of organisations are not always visible and depend
on the underlying ethical qualities or codes of conduct within organisations. Secondly,
the ethics of governance refers to the expected requirements to ensure that
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organisations act in a responsible and accountable manner. Ethical governance
includes training, ethical performance and governance codes (Rossouw & Van
Vuuren, 2017).
The empirical evidence of this research study provides a foundation for ethical
leadership focused on accountability, regulatory compliance and stakeholders’
interests to enhance the perceived success of ethical governance. A renewed
commitment to the urgent need for ethical leadership and governance based on
integrity, values and accountability will have a positive impact on the South African
economy and simultaneously enhance global leadership.

Galatians 6:9
“Let us not become weary of doing good,
for at the proper time we will reap a harvest if we do not give up.”
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Strongly disagree

Disagree

Somewhat
disagree
Neutral or no
opinion
Somewhat agree

Agree

Strongly agree

Extent of agreement

Effective
leadership in my
organisation
accommodates
stakeholder’s interests

1

2

3

4

5

6

7

EL1

The leadership in my organisation
pursues ethical outcomes

1

2

3

4

5

6

7

A1

Accountability procedures in my
organisation
promotes
ethical
decision-making

1

2

3

4

5

6

7

Good leadership are required to
ensure
robust
stakeholder
engagement compliance

1

2

3

4

5

6

7

Ethical conduct in my organisation
stimulate workplace competence

1

2

3

4

5

6

7

Values alignment in my organisation
VA 4 is regulated by the organisation’s
vision

1

2

3

4

5

6

7

EI1

Effective body language analysis is a
core leadership attribute

1

2

3

4

5

6

7

HD5

Ethical decision-making ensures
more opportunities for all social
groups

1

2

3

4

5

6

7

RE2

SI 4

EC 3
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Strongly disagree

Disagree

Somewhat
disagree
Neutral or no
opinion
Somewhat agree

Agree

Strongly agree

Extent of agreement

RM5

Effective leaders in my organisation
improves employees’ risk awareness

1

2

3

4

5

6

7

EL4

The leadership in my organisation
ensures ethical value alignment

1

2

3

4

5

6

7

SP4

Strategic planning in my organisation
is focused on the implementation of
the vision

1

2

3

4

5

6

7

The governance procedures in my
organisation are based on sound
ethical considerations

1

2

3

4

5

6

7

EG1

The governance procedures in my
organisation promotes transparency

1

2

3

4

5

6

7

A2

Accountability procedures in my
organisation reduce corruption

1

2

3

4

5

6

7

SI 2

The leadership in my organisation
relies on transparent communication
with stakeholders

1

2

3

4

5

6

7

EC 4

Ethical conduct in my organisation
promotes moral decision-making

1

2

3

4

5

6

7

VA6

My personal values are aligned with
my organisation’s values

1

2

3

4

5

6

7

EI4

Emotional intelligent leaders in my
organisation value the development
of employees

1

2

3

4

5

6

7

Human development programmes in
my organisation enhance skills
development

1

2

3

4

5

6

7

Effective risk management analysis in
organisation
enhances
RM3 my
competitive advantage

1

2

3

4

5

6

7

The regulating environment in my
organisation ensures that governing
rules are adhered to

1

2

3

4

5

6

7

EG5

HD3

RE1
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Strongly disagree

Disagree

Somewhat
disagree
Neutral or no
opinion
Somewhat agree

Agree

Strongly agree

Extent of agreement

SP2

Strategic planning in my organisation is a
continuous improvement process

1

2

3

4

5

6

7

EI3

Emotional intelligence is a key
leadership
attribute
in
my
organisation

1

2

3

4

5

6

7

VA 5

Values alignment in my organisation
shapes ethical behaviour

1

2

3

4

5

6

7

EC2

Ethical conduct serves as a road map
to guide actions

1

2

3

4

5

6

7

SI 6

The leadership in my organisation
protects stakeholders’ interests

1

2

3

4

5

6

7

A5

Accountability procedures in my
organisation
enhance
ethical
leadership

1

2

3

4

5

6

7

The leadership in my organisation
empowers subordinates to recognise
unethical business practices

1

2

3

4

5

6

7

The governance procedures in my
organisation promote access to
information

1

2

3

4

5

6

7

The regulatory procedures in my
organisation are based on ethical
financial management procedures

1

2

3

4

5

6

7

Strategic planning in my organisation
is aligned with the requirements of
moral guidelines

1

2

3

4

5

6

7

The governance procedures in my
organisation are aimed at developing
ethical leaders

1

2

3

4

5

6

7

Effective risk management reduces
unethical behaviour

1

2

3

4

5

6

7

EL 5

EG8

RE6

SP3

EG4

RM2
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Strongly disagree

Disagree

Somewhat
disagree
Neutral or no
opinion
Somewhat agree

Agree

Strongly agree

Extent of agreement

The regulatory procedures in my
organisation play an important
monitoring role

1

2

3

4

5

6

7

Ethical conduct in my organisation is
a key characteristic of accountable
leadership

1

2

3

4

5

6

7

Integrity is the core characteristic of
ethical
governance
in
my
organisation

1

2

3

4

5

6

7

SP6

Strategic planning in my organisation
enhances future stakeholder value

1

2

3

4

5

6

7

RE5

The regulatory procedures in my
organisation are governed by legal
principles

1

2

3

4

5

6

7

SI 5

Effective
leadership
involves
continuous stakeholder engagement

1

2

3

4

5

6

7

A6

Accountability procedures in my
organisation enhance transparency

1

2

3

4

5

6

7

EL 3

The leadership in my organisation
limits the occurrence of corruption

1

2

3

4

5

6

7

EG3

The governance procedures in my
organisation promote a professional
ethos

1

2

3

4

5

6

7

Values alignment in my organisation
increases
organisational
effectiveness

1

2

3

4

5

6

7

Leaders in my organisation who
behave unethically contribute to a
toxic work environment

1

2

3

4

5

6

7

Human development
in my
organisation is aligned with our
corporate
social
responsibility
programmes

1

2

3

4

5

6

7

RE3

EC5

EG6

VA1

EI2

HD2
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Strongly disagree

Disagree

Somewhat
disagree
Neutral or no
opinion
Somewhat agree

Agree

Strongly agree

Extent of agreement

In my organisation continuous risk
RM6 awareness promotes a competitive
advantage

1

2

3

4

5

6

7

Strategic planning in my organisation is
focused on goal achievement

1

2

3

4

5

6

7

Effective risk management supports
RM1 the organisation in
attaining
strategic objectives

1

2

3

4

5

6

7

Leadership in my organisation
strengthens employees’ emotional
well-being

1

2

3

4

5

6

7

Values alignment in my organisation
VA 3 strengthens employees’ sense of
belonging

1

2

3

4

5

6

7

EC 6

Ethical conduct in my organisation
cultivates integrity

1

2

3

4

5

6

7

SI 3

The leadership in my organisation
promotes
stakeholder
values
alignment

1

2

3

4

5

6

7

Accountability procedures in my
organisation strengthens a culture of
honesty

1

2

3

4

5

6

7

EL 2

The leadership in my organisation
counters unethical behaviour

1

2

3

4

5

6

7

EG2

The governance procedures in my
organisation promote accountability

1

2

3

4

5

6

7

EI5

Emotional intelligence is a key factor
of successful organisations

1

2

3

4

5

6

7

HD1

Effective leadership is paramount for
human development

1

2

3

4

5

6

7

Ethical behaviour is a key factor for
RM4 professional risk management in my
organisations

1

2

3

4

5

6

7

SP1

EI6

A4
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Strongly disagree

Disagree

Somewhat
disagree
Neutral or no
opinion
Somewhat agree

Agree

Strongly agree

Extent of agreement

The regulatory environment is a clear
guideline governing integrity in my
organisation

1

2

3

4

5

6

7

Strategic planning in my organisation
involves
effective
resource
management

1

2

3

4

5

6

7

VA 2

Values alignment in my organisation
cultivates integrity-based values

1

2

3

4

5

6

7

HD4

Leadership in my organisation seek to
create opportunities for employees’
development

1

2

3

4

5

6

7

EC1

Ethical
conduct
upholds
organisation’s values

1

2

3

4

5

6

7

SI1

The leadership in my organisation
ensures the fair treatment of all
stakeholders

1

2

3

4

5

6

7

Accountability procedures in my
organisation promote integritybased employee relationships

1

2

3

4

5

6

7

RE4

SP5

A3

my
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Demographic questions
Do you regard yourself to be in a leadership position? Yes……NO……
Please indicate the following demographic information:
Male ……… Female………
Age category:
18 – 25 years.……………………………………
26 – 35 years….…………………………………
36 – 45 years…………………………………….
46 – 55 years…………………………………….
56 – 65 years…………………………………….
66 – 75 years…………………………………….
76 – 85 years…………………………………….
Country: ……………………..
Closest city / town …………………
Current involvement or past experience:
•

Private …………………………………

•

Public ………………………………….

•

NGO …………………………………..

•

Retired …………………………………

Educational qualification:
•

None ………………………………………………

•

Matric ……………………………………………..

•

Certificate ………………………………………...

•

Degree ……………………………………………

•

Honours degree ………………………………….

•

Master’s degree ………………………………….

•

Doctorate ………………………………………
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Level of leadership:
•

Upcoming …………………………………………….

•

Mid-level leadership …………………………………

•

Senior leadership ……………………………………

•

Executive leadership ………………………………..

How long have you been in a leadership position?
………………………………………………………………………………………………….
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