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Background: Many organisations develop codes of ethics to help guide business conduct.
However, not much is known about the contents of codes of ethics.

Objectives: This article aims at investigating the code of ethics content construct and its
measurement properties using a sample of firms from South Africa.

Method: The study followed a quantitative research approach. The sampling frame consisted
of the top 500 companies in South Africa. A structured questionnaire was administered using
the telephone survey method. The respondents consisted of company secretaries and heads or
managers responsible for ethics in the respective companies. At the end of the data collection
period, a total of 222 usable responses were obtained.

Results: The findings show that South African top companies have comprehensive codes of
ethics as evidenced by the high mean values obtained from all of the content items under
investigation. The findings also support the notion that the code of ethics content construct
is multidimensional. Seven different dimensions were confirmed in the analysis. The
measurement model of the ethics content construct was found to be valid as evidenced by
the goodness-of-fit measure and measures of validity.

Conclusion: The study shows that the code of ethics construct is multi-dimensional in nature.
The framework provided in this study can also be used in developing, evaluating and
strengthening existing codes where such need arises. This study contributes to theory on
business ethics and presents the first tested measurement model of the code of ethics construct
in South Africa.

Introduction

Jones et al. (2013:55) state that in an ‘ever-increasing diverse working environment, in order to
successfully liaise with colleagues, customers, and clients who are different from themselves,
employees will continuously require relevant knowledge, skills, abilities, and attitudes’. They
continue to argue that an organisation that supports diversity in the workplace needs to
particularly initiate a stronger understanding for business ethics in the workplace so as to
empower its employees to engage properly with a broader group of stakeholders. Singh et al.
(2005:92) noted the contention of the Global Business Responsibility Resource Centre in 2001
relating to the growing importance of establishing a code of ethics in organisations in the
developing world, notably in Africa, Asia and Latin America. The contention is that adopting
universal standards, which transcend differences in laws and customs, would go a long way to
establishing the ethical foundations that would lead to stronger business performance across
these jurisdictions. This is because when an organisation wants to showcase to the world of
business and its stakeholders that its commitment to an ethical organisational culture is strong,
then the development of a code of ethics is paramount in attempting to achieve that goal (Axline
1990:87; Somers 2001:185). It is the code of ethics that showcases to the world the innermost soul
of the organisation as it perceives itself to be and as it desires to be perceived by others.

As early as 1992, the Institute of Directors (IODs) in South Africa enacted the first of the four King
Reports on corporate governance. Each report recommended that the practices in this area of
corporate governance and the resultant interest in business ethics should evolve to the next level
in order to inspire organisations to aspire to better practices in the marketplace. The publication
of the first King Report in 1994 brought into sharp focus in South Africa the need for corporate
governance amongst South African organisations. The report, amongst other things, suggested
standards of conduct for boards and directors of companies. It highlighted the need for each
company to become a responsible part of the society in which it operates. Sound organisational
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management and ethical leadership are two key requirements
for an organisation to be perceived as successful by its
stakeholders (Botha 2009:55).

Rossouw (1997) observed that in South Africa, the need for a
prominent ethical culture in business had been expressed by
politicians, business leaders and academics. He highlighted
the fact that the former president Nelson Mandela stated at
the opening of the South African Parliament on 17 February
1995 that:

We are conscious of the reality that corruption in many forms
has deeply infected the fibre of our society. Precisely because
we face the challenge of dealing with systematic corruption, we
need a dispassionate and systematic approach to this question.
(p- 1539)

Bisschoff and Fullerton (2011:15) contend that in alignment
with the argument of the first King Report of 1994, the IODs
suggested that there should be new guidelines for ethical
practice in business enterprises in South Africa and that one
of these guidelines should be for organisations to implement
a code of ethics.

According to Van Tonder (2006:13), the King II Report that
was published in 2002 succeeded in emphasising not only
the need for but also the nature of corporate governance. It
highlighted the need to pursue an inclusive stakeholder
approach in corporate governance structured around a clear
set of corporate ethics. The report emphasised clearly that
companies cannot only focus on matters relating to economic
efficiency without a greater focus being placed on ensuring
positive societal impact. The King III Report which came
into effect on 01 March 2010 was intended at motivating
companies to embrace the concept of integrated reporting
of financial information together with sustainability issues
including social, economic and environmental impacts of
companies (Makiwane & Padia 2013:422). In so doing,
stakeholders are able to assess a company’s performances
holistically in terms of its ability to create and sustain value
for different stakeholders. Planting (2013:Online) highlights
that a greater awareness of business ethics in South Africa
has been driven by the King III Report, which includes the
need to encourage companies to implement a code of ethics.

Literature review

One of the first artefacts that showcases that an organisation
has an interest in being a better organisation is to establish
a code of ethics or conduct (Wood & Rimmer 2003:181).
Langlois and Schlegelmilch (1990) define a corporate code of
ethics as:

a statement setting down corporate principles, ethics, rules of
conduct, codes of practice or company philosophy concerning
responsibility to employees, shareholders, consumers, the
environment, or any other aspects of society external to the
company. (p. 522)

Some 25 years ago, Benson (1989:316) observed that codes
of ethics were becoming more prominent because of the
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pressures of government regulation and that a benefit of
this need to have a code of ethics was the fact that codes
were leading to improvements in the way that business was
conducted. Benson (1989:317) states that codes enabled
management to connect with their stakeholders in a manner
that was acceptable to their civilised societies in order to
maintain harmonious relationships within that society.
This principle of living by universally accepted standards
in order for a harmonious society to exist is not a new idea,
as was cited by Chonko, Wotruba and Loe (2003:249)
who wrote of the Code of Hammurabi in ancient Babylon
that was a moral code to be followed by all for the
betterment of all.

Codes of conduct of a high standard can be beneficial in
enhancing the success of an organisation (Hohn 2012:381).
A well-developed code of conduct can assist an organisation
with aspects in their operations such as preventing legal suits
and fostering customer as well as employee loyalty. Other
potential benefits include building strong relations with
business partners including suppliers and strengthening
trust with other stakeholders including local communities,
regulators and non-governmental organisations (NGOs).
Ruiz et al. (2014:738) pointed out that a code of ethics is a
critical element of an ethics programme as it helps predict
whether employees would be ethical in their behaviour on
behalf of their organisation. Bodolica and Spraggon (2015:468)
suggest that a code not only sets the tone for behavioural
expectations within the organisation, but also gives an
indication of the ethical values that the company wishes to
instil within all employees of the organisation. A code of
ethics is thus critical in ensuring employee adherence to the
ethical values of the organisation.

Kaptein and Schwartz (2008) come to the conclusion that:

a business code is a distinct and formal document containing a
set of prescriptions developed by and for a company to guide
present and future behaviour on multiple issues of at least its
managers and employees towards one another, the company,
external stakeholders and/or society in general. (p. 113)

Examining the content of a business code, or code of ethics,
gives insights into the focus of organisations and the expected
behaviour of employees at all levels of the organisation that
these organisations see as being of benefit to the organisation.
Preuss (2010) believes that:

codes of conduct are another example of the active role that
companies play in shaping the debate as to what the social and
environmental responsibilities of business should and should
not be. (p. 484)

This notion is the intent of the King Reports in South Africa
that were brought down in order to shape and to guide and
direct the debate into the ethical responsibilities of businesses.
As former president Mandela had made it clear in his 1995
speech, more of the same was no longer acceptable.

Erwin (2011:536) comments that ‘codes of conduct have
become a nearly ubiquitous feature’ across North America,
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Europe and in the majority of companies worldwide. In the
last 30 years, a number of codes of ethics studies have been
conducted in the developed world. Examples of such studies
include, but are not limited to, Berenbeim (2000), Mathews
(1987) and Chonko et al. (2003) in the USA; Langlois and
Schlegelmilch (1990), Preuss (2010) and Whyatt, Wood and
Callaghan (2012) in the UK; Winkler (2011) in Germany;
O’Dwyer and Madden (2006) in Ireland; LeFebvre and Singh
(1992), Schwartz (2002) and Singh et al. (2005; 2011) in Canada;
Aydinlik et al. (2008) and Svensson, Wood and Callaghan
(2004; 2006) in Sweden; and Callaghan and Wood (2014),
Callaghan, Wood and Svensson (2008) and Farrell and Cobbin
(1996) in Australia. Code studies have also been conducted on
company operations spanning different countries. Examples
of such studies include Béthoux, Didry and Mias (2007),
Carasco and Singh (2003), Kaptein (2004), Singh et al. (2005),
Stohl, Stohl and Popova (2009), Svensson et al. (2009; 2011),
Wood et al. (2004) and Callaghan et al. (2012).

Preuss, Barkemeyer and Glavas (2016:5) comment that, ‘...
studies into the adoption of codes in developing countries
are still rare’. In South Africa, there have been limited studies
in the area of business ethics in South African companies
(Abratt, Bendixen & Drop 1999; Buys & van Schalkwyk 2015;
Erasmus & Wordsworth 2006; Lloyd, Mey & Ramalingum
2014), with none of them that can be found in the extant
literature specifically focused upon codes of ethics content in
the top companies.

This study builds upon the works of Lefebvre and Singh
(1992), Mathews (1987), Singh et al. (2005; 2011), Svensson
et al. (2009) and Wood (2000) in which the contents of codes
of ethics across the USA, Australia, Canada and Sweden were
analysed to see what they revealed about the organisations
that had one. The areas of content that were examined within
the codes fell within the following areas:

* a-e Conduct on behalf of the company

e f-j Conduct against the company

* k-o Laws and conventions cited

e p-r Reference to governmental agencies or commissions
¢ s—v Compliance and enforcement procedures

® w-y Penalties for illegal behaviour

* 7 General information about or from the company.

This article tests the construct for codes of ethics for the first
time in a South African context.

Method

The target population for the study was the top 500 companies
in South Africa based on financial performance. The companies
were identified using a published list produced by TopCo
which lists the top 500 companies in the country every year.
All of the top 500 companies on the list were targeted for data
collection. The data collection process involved contacting
each company in order to get the contact details of the manager
under whom development and enforcement of ethics primarily
falls. Upon identification, the respondents were contacted and
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invited to participate in the study. The managers identified
were mainly from the corporate governance and legal
departments and included company secretaries and heads
of ethics areas or ethics managers.

A structured questionnaire using the computer-assisted
telephone survey method was then administered. At the end
of the data collection period, 222 usable questionnaires were
collected. This number represented an effective response rate
of 44.4% of which all had codes. This figure is much lower
than that of Preuss et al. (2016:14) who report an 80% uptake
of codes in corporate South Africa in their extensive
groundbreaking survey of the corporate codes of 568
companies across 20 developing economies. This difference
is explained in the sample sizes and target groups of the two
South African studies, where their sample size was 15
multinational companies as compared with the top 500
corporate companies that were surveyed in this study.

The majority of the responding companies (17%) are from
the manufacturing sector, 11.2% were from personal and
other services, 9.9% were in retail trade, 7% were in transport
and storage, while 6.3% were in communication services.
Ninety-six per cent of the respondents had a total of 201 or
more employees in their service.

Measures and scale items

Of interest in the study were seven constructs relating to the
contents of organisational codes of conduct as previously
proposed by Wood, Svensson, Singh and Callaghan in their
previous works in this area. The constructs included the
relationship of code contents to (1) conduct on behalf of the
company, (2) conduct against the company, (3) laws or
conventions citation, (4) reference to government agencies
or commissions, (5) compliance or enforcement procedures,
(6) penalties and (7) general information about and from the
company. Each contrast was measured using a total of three
items. The constructs and items used to assess the content of
the codes were sourced from the literature including studies
by Singh et al. (2005:100-102; 2011:108-116). A five-point
semantic differential scale ranging from 1 = ‘not at all” to
5 = ‘comprehensively’ was used to measure the items. The
respondents were specifically asked to indicate from their
perspective the extent to which they regarded their
organisations’ codes to contain the different aspects under
investigation. Details of the items statements and the
associated constructs are provided in Table 1.

Data analysis

The data were analysed using version 21 of SPSS/AMOS
software. The main techniques used in the analysis included
descriptive analysis, exploratory and confirmatory factor
analysis. Descriptive analysis was conducted in order to
check the extent to which the different organisational codes
actually contained the different aspects under investigation.
Results of the descriptive analysis are provided in Table 1.
Exploratory analysis was conducted in order to assess the
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TABLE 1: Scale items and univariate descriptives.

Code content Item Mean Std. Dew.
Conduct on behalf (a) It (i.e. YOUR company code) describes conduct on behalf of the company. 4.73 0.509
{ietabany) (b) It addresses the company’s relations with different internal stakeholders. 4.33 0.729
(c) It mentions our company’s relations with different external stakeholders. 4.26 0.756
Conduct against (d) It addresses conflict of interest. 4.45 0.722
(the company) (e) It addresses the acceptance of gifts and/or bribes. 4.39 0.739
(f) It comments on staff responsibilities to the company. 4.45 0.715
Laws or conventions (g) It mentions laws in respect of the integrity of information (e.g. copyright). 4.48 0.671
@iz (h) It makes reference to conventions about human rights. 4.32 0.745
(i) It addresses conventions about work health and/or safety. 4.33 0.764
Reference (to governmental (j) It makes reference to governmental agencies. 4.19 0.829
agencies or commissions) (k) It mentions organisations such as UN or similar entities. 4.02 0.998
(1) It refers to entities such as OECD, EU or similar bilateral agreements. 4.05 0.987
Compliance or enforcement (m) It considers procedures of law enforcement. 4.39 0.733
{BrgE=EtEs) (n) It considers the use of external auditors. 4.33 0.746
(o) It makes reference to other codes of enforcement and/or compliance procedures. 4.45 0.669
Penalties (p) It includes stipulations for illegal behaviour. 4.48 0.684
(for illegal behaviour) (q) It has internal penalties for breaches of the code (e.g. reprimand and/or fine). 4.41 0.710
(r) It contains external penalties for breaches of the code (e.g. legal prosecution). 4.41 0.704
General information (s) It includes general information about our company. 4.49 0.678
lebaitopioiiconbany) (t) It has a letter from the top management of our company to staff. 4.41 0.692
(u) It contains introductory words from our corporate leadership. 4.50 0.636

OECD, Organisation for Economic Co-operation and Development; EU, European Union; UN, United Nations; Std. dev., standard deviation.

underlying dimensions in the data and items associated
with them. The principal component was used to extract the
factors. The initial factor solution was rotated using the
varimax rotation method.

According to Hair et al. (2010:99), factor rotation helps
one achieve a simpler and more theoretically meaningful
factor pattern. The results of the exploratory factor analysis
are presented in Table 2. The exploratory factor analysis
was followed by confirmatory factor analysis which was
performed in order to assess the goodness of fit of the
measurement model of the construct for ethics code content.
The reliability and validity of the construct were also assessed.

Empirical findings

The results in Table 1 show that all of the items used in the
study had mean values of greater than four. This shows
satisfactory consistency across items. The item with the
lowest mean was the one noting that the code makes mention
of organisations such as the United Nations or similar
entities. The mean for this item was 4.02. The item with the
highest mean was the one in which the company code
described conduct on behalf of the company. The mean for
this item was 4.73. Keeping in mind that a five-point scale
was used in this study, the findings do not only show high
levels of consistency, but also show that companies in the
study regard the contents under investigation as important
enough to be worth including in their written codes ethics.

The results of the exploratory factor analysis conducted,
presented in Table 2, show that while the number of
dimensions remained at 7, not all of the 21 items loaded on
the seven dimensions. Four dimensions retained their three
original items, while three lost an item each that did not
load on any other dimension. The dimensions that retained
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their three original items included those relating to general
information about or from the company, reference to
government agencies or commissions, conduct against the
company and the one on citation of laws or conventions.
The three dimensions that had two items each loading on
them included those with content relating to conduct on
behalf of the company, penalties for illegal behaviour and
compliance or enforcement procedures.

It is to be noted that Bartlett’s test of sphericity and the
Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy
were used in the study to assess the suitability of the data for
factor analysis. The results of the test of overall adequacy,
presented in Table 3, show that the data were suitable for
factor analysis as per Hair et al. (2010:104). The KMO was
found to be above the recommended minimum value of 0.5,
while Bartlett’s test of sphericity was found to be significant.

After the exploratory factor analysis, confirmatory factor
analysis was conducted using the 18 items that loaded on the
seven dimensions associated with the ethics code content.
Figure 1 shows the measurement model.

The results of the confirmatory factor analysis generated
satisfactory findings. The goodness-of-fit measures, as shown
in Table 4, were acceptable as per Hair et al. (2010:672) and
Hooper, Coughlan and Mullen (2008:53-55). Specifically, the
results in Table 4 show that the chi-square value (CMIN) was
214.267, while the degrees of freedom was 114 resulting in
normed chi-square (CMIN/df) value of 1.880. According to
Hair et al. (2010), y%df ratios of 3:1 or less are associated with
better fitting models. Normed Fit Index (NFI), Tucker-Lewis
Index (TLI), Incremental Fit Index (IFI) and Comparative
Fit Index (CFI) values approaching 1 are also considered
indicative of good model fit. Some authors including
Hooper et al. (2008:53-55) recommend values of 0.9 and more.
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Dimension Item

Factor
1 2 3 4 5 6 7

General Information
(about/from Company)

(s) It includes general information about our company.

Reference
(to Governmental
Agencies/Commissions)

(1) It refers to entities such as OECD, EU or similar bilateral
agreements.

(j) It makes reference to governmental agencies.

Conduct Against (f) It comments on staff responsibilities to the company.

4= G (d) It addresses conflict of interest.

(e) It addresses the acceptance of gifts and/or bribes.
Laws/Conventions (i) It addresses conventions about work health and/or safety.
(cited)

(h) It makes reference to conventions about human rights.

(g) It mentions laws in respect of the integrity of information

(e.g. copyright).
Conduct on Behalf

(of the Company) stakeholders.
(b) It addresses the company’s relations with different internal
stakeholders.

Penalties (p) It includes stipulations for illegal behaviour.

(for lllegal Behaviour) (q) It has internal penalties for breaches of the code

(e.g. reprimand and/or fine).

Compliance/Enforcement
(Procedures)

(n) It considers the use of external auditors.

compliance procedures.

- Cumulative explained total variance (%)
Total explained variance per factor (%)
Cronbach’s Alpha

(u) It contains introductory words from our corporate leadership.

(k) It mentions organisations such as UN or similar entities.

(c) It mentions our company'’s relations with different external

(o) It makes reference to other codes of enforcement and/or

(t) It has a letter from the top management of our company to staff. =~ 0.811 0.093 0.104 0.201 0.058 0.260 0.067 0.793 0.899

0.794 0.133 0.241 0.069 0.164 0.140 0.060 0.762 0.876
0.664 0.030 0.360 0.184 0.052 0.110 0.264 0.689 0.873
0.094 0.897 0.011 -0.011 0.083 -0.038 -0.057 0.826 0.680

0.063 0.897 0.007 0.066 -0.013 0.110 0.097 0.835 0.880
0.056 0.711 0.146 0.184 0.149 0.081 0.160 0.619 0.899
0.211 0.072 0.787 0.096 0.052 0.096 0.226 0.741 0.869
0.242 0.027 0.697 0.154 0.212 0.252 -0.188 0.712 0.917
0.215 0.096 0.648 0.084 0.203 0.364 0.254 0.720 0.885
0.117 0.006 0.156 0.765 0.266 0.118 0.080 0.714 0.886
0.148 0.292 -0.010 0.698 0.208 0.339 0.027 0.754 0.886
0.307 0.088 0.243 0.631 -0.218 -0.003 0.358 0.735 0.898

0.142 0.133 0.073 0.111 0.828 0.245 0.142 0.821 0.827

0.076 0.088 0.252 0.168 0.760 -0.154 0.220 0.755 0.804

0.204 0.089 0.231 0.186 0.089 0.741 0.256 0.761 0.916
0.306 0.058 0.322 0.170 -0.004 0.722 0.066 0.755 0.868

0.111 0.149 0.134 0.108 0.274 0.168 0.780 0.776 0.627
0.361 0.055 0.099 0311 0.297 0.278 0.561 0.720 0.907

12.9 25.8 373 47.6 57.3 66.8 74.9 - -
12.9 12.9 11.6 10.2 9.7 9.5 8.1 - -
81% 82% 77% 70% 74% 75% 72% - -

*Communality per item; **measures of sampling adequacy (MSA per item).

OECD, Organisation for Economic Co-operation and Development; EU, European Union; UN, United Nations.

TABLE 3: Kaiser—Meyer—Olkin and Bartlett’s test.

Bartlett’s test of sphericity Total
Approx. chi-square 1798.18
df 210
Sig. 0.000
Kaiser—Meyer—Olkin measure of sampling adequacy 0.865

df, degrees of freedom; Sig., level of significance.

The findings in this study show that findings on the IFI, TLI as
well as the CFI all met this condition. Although the NFI was
below the 0.9 mark, the value of 0.880 was not considered too
low to be of much concern more so bearing in mind that when
presented to one decimal place it will be 0.9. With regard to
the root mean square error of approximation (RMSEA),
Hooper et al. (2008:54) note that the general consensus shows
that values of 0.07 or lower indicate good model fit.

Construct reliability and validity

Composite trait reliability was used to assess the reliability
of the different dimensions of the model. The results, as
presented in Table 5, show that all dimensions had values of
greater than the recommended 0.7 as per Hair et al. (2010:710).
The values specifically ranged from 0.78 to 0.86. The variance
extracted for all of the variables except one (laws or
conventions) was over 50%. Despite this, the factor loadings
for all items associated with laws or conventions were,
however, all above 0.5. The results thus provide support for
acceptable convergent validity. Furthermore, we compared
the variance extracted to the squared inter-construct
correlations to examine whether the research model measures
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FIGURE 1: Code of ethics measurement model.

were separated constructs (Hair et al. 2010). The variance
extracted was larger for all constructs in relation to the
corresponding squared inter-construct correlations except two
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TABLE 4: Measurement model — Goodness-of-fit measures.
CMIN DF P CMIN/DF  NFI IFI TLI CFI RMSEA
214.267 114 0.000 1.880 0.88 0.94 0.92 0.94 0.063

CMIN, chi-square value; DF, degrees of freedom; P, calculated probability; CMIN/DF, normed
chi-square; NFI, normed fit index; IFl, Bollen’s incremental fit index; CFl, comparative fit
index; RMSEA, is root mean square residual.

TABLE 5: Squared inter-construct correlations and summary statistics.

Variable (1) (2 (3 (@ (5 (6 (7)

(1) Conduct on behalf 1.00 - - - - -

(2) Conduct against 0.29 1.00

(3) Laws or conventions 0.28 0.34 1.00 - - -

(4) Reference government 0.07 0.05 0.14 1.00

(5) Compliance or enforcement 0.42 0.42 0.56 0.07 1.00 -

(6) Penalties 0.18 0.62 0.47 0.06 043 1.00

(7) General information 0.19 0.54 044 0.06 0.48 0.56 1.00
Variance extracted 56% 55% 48% 62% 58% 60% 58%
Composite trait reliability 0.78 0.83 0.79 086 0.78 0.79 0.85

(conduct against or penalties — 0.62 and laws or conventions
or compliance or enforcement — 0.56), as shown in Table 5.
From the findings, we can conclude that the model provides
reasonable support for acceptable discriminant validity.

In summary, the testing of the code content construct in the
South African context through exploratory and confirmatory
factor analyses accomplished the requirements for convergent,
discriminant and nomological validity as well as construct
reliability. It can therefore be concluded that the measurement
properties of the code content construct can be applied in
South African business—-supplier relationships.

Discussion and implications

The empirical findings offer several implications to both
research and practice. From a theoretical perspective, the
findings offer knowledge on the measurement properties of
the construct of code of ethics, as shown in Figure 1. Most
previous research internationally on codes of ethics has
paid little attention to issues of the measurement properties
of the construct. The findings in this study point to the
importance of seven dimensions making up the code of ethics
construct. These dimensions include general information
about or from the company, reference to government
agencies or commissions, conduct against the company, law
or conventions cited, conduct on behalf of the company,
penalties for illegal behaviour and compliance or enforcement
procedures. The findings in this study lend support to the
existing literature including studies by Singh et al. (2005:102—
103;2011:107) who view codes of ethics as made up of various
dimensions. The findings also show the interrelationships
that exist between the different dimensions uncovered.

From a practical perspective, the findings in the study can help
managers interested in developing, evaluating or strengthening
their organisational codes of ethics to understand the different
aspects upon which they need to focus. The dimension entitled
‘general information about or from the company’ points to the
need for managers to realise the fact that one of the main
functions for having a code is to protect the company from
behaviours that can emanate from both inside and outside of
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the organisation (Singh et al. 2005:105-106). It is thus important
that the codes describe conduct that is in relation to people’s
roles on behalf of the company and identify the different
internal and external stakeholders of the organisation. This
dimension is closely associated with the dimensions of
conduct on behalf of the company and one on conduct against
the company.

These dimensions speak about the need to be specific on
activities relating to internal and external stakeholders
including specific acts that the organisation clearly considers
to be against its best interests. The code of conduct, for
example needs to provide guidance on what one needs to do
in cases where conflict of interest may arise or in cases where
one is offered gifts, or worse still offered bribes or even that
one asks for bribes. By ensuring that an organisation’s code
covers internal and external stakeholders and is as explicit
as possible in terms of specific conduct, management can
help to promote a sense of responsibility amongst employees
towards living the ethos of the codes and the codes being used
to facilitate ethical decision-making. This is particularly so as
the code will speak directly to the roles in the organisations
about staff and those activities associated with those roles.

Having points of reference including making reference to
government agencies or commissions as well as laws and
conventions, can help enhance individuals” appreciation of
their organisations’ codes. This is because in so doing, the
organisation is able to show that its codes are not a product
of arbitrary thinking, but are in line with what society in
general expects. It canalso help demonstratean organisation’s
sense of moral obligation not only for one’s self-good, but
also for the good of society within the codes that can only
but be helpful. For example, the codes can make reference
to acts that speak about health and safety in the workplace
and or the integrity of information or conventions about
human rights. By citing specific laws, management can help
bring about more of a sense of obligation and a need for
compliance because the violation of laws invariably comes
with penalties.

A code of ethics cannot be effective in promoting ethical
behaviour if it fails to address the issues of compliance
and enforcement procedures as well as penalties for illegal
behaviour. At the basic level, compliance speaks to the
obligations of those acting on behalf of the company to act in
a way that is in line with a set of ethical standards. Davis
(2001:160) describes a code of ethics as a form of contractual
agreement that obligates a member of an organisation to act
in accordance with set standards. Compliance procedures,
amongst other things, thus need to speak to the need to
make sure that people are aware of the conduct expected of
them. It would be unfair to expect individuals to comply
with ideas of which they are not made aware. Compliance
also needs to address the issue of who will be responsible for
monitoring compliance and to have in place procedures for
handling non-compliance. Penalties for illegal behaviour
need to be clearly spelt out and be in line with the seriousness
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of the breach of conduct. The ability of managers to ensure
that their codes of ethics address the different dimensions
identified in this area can help enhance the effectiveness
of codes in promoting and addressing ethical concerns and
also in providing guidance on the company’s embedded
views and values about doing business in an ethical manner.

Conclusion and suggestions for
future research

This study investigated the construct of code of a ethics
content with a special focus on its measurement properties.
From the findings, it can be concluded that the construct
is multidimensional in nature. Seven specific dimensions
were specifically confirmed using factor analysis. The findings
show support for the nomological, convergent and
discriminant validity of construct. In so doing, this study
introduces an empirical foundation beyond Singh et al.
(2005; 2011) of a code content construct that consists of
specific items to each dimension. This construct may be used
by both researchers and practitioners to assess the content
of codes across contexts and over time.

Furthermore, the empirical findings of this study provide
valuable opportunities for further research into how the
dimensions of the content of codes of ethics are intertwined
and interconnected as indicated by the empirical findings
based upon corporate perceptions. In summary, the current
study makes an essential and relevant contribution to previous
studies and existing theory on developing measurement
properties of a code (of ethics) content construct. While this is
s0, the study is not without limitations which need to be borne
in mind when interpreting the findings.

One of the limitations of the study is that the findings are
based on a sample of only large firms in South Africa. This
limits the extent to which the findings can be generalised to
small- and medium-sized firms. Future research can take
this situation into consideration by testing the construct
on a sample of small- and medium-sized firms. Another
limitation is that the sample consists of firms drawn from
different industries. This investigation did not look at
differences at industry level in terms of the content of codes
of ethics of companies. Future research can also look at this
issue in order to uncover similarities or differences at the
industry level.
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