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Welcome, introduction  
and context

This year’s annual Deloitte Risk Conference 
themed “The State of Governance and 
Ethical Leadership”, aimed to unpack the 
issue of poor governance, and share ideas 
with the hope of reigniting a culture of 
effective governance and ethical leadership. 
We believe this can be achieved if corporate 
citizens reverse the trend of moral decay 
and the ethical deficit plaguing our country 
and our continent.

From corporate scandals to state capture, 
poor governance and ethical challenges 
confront South Africans on a daily basis. The 
country has had to endure the economic 
repercussions such as low foreign direct 
investment, economic stagnation, tax base 
erosion, staggering levels of unemployment, 
poverty and other social issues.

With the corporate and social issues we 
continue to face as a nation, we all have 
a strong responsibility to implement 
ethical change in our country. As 
Martin Luther King once said, “The ultimate 
measure of a man is not where he stands 
in moments of comfort and convenience, 
but where he stands at times of challenge 
and controversy”.

Navin Sing
Managing Partner, Risk Advisory
Deloitte Africa

Our main purpose at Deloitte is to make an impact that 
matters, for our people, our communities as well as 
our clients. 
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Corporate failures, accounting scandals, 
fraud, corruption and state capture 
have affected not only South African 
organisations, but the country as a whole. 

As some leaders are seemingly benefiting 
from illegal and unethical behaviour (fuelled 
by greed and other personal objectives), 
the country is battling with poor economic 
performance, compromised systems of 
social justice, failing organisations and other 
issues that contribute to unemployment, 
poverty and economic despair.

Poor governance begins with failure 
to enhance prosperity and the future 
of the society, primarily due to fraud 
and corruption by leaders. This form of 
behaviour destroys trust and confidence 
of stakeholders in an organisation and in 
its leadership. 

With society suffering from issues such 
as poverty, economic distress and 
unemployment, the state and organisations 
may find it difficult to gain trust until these 
issues have been addressed adequately.

Dependence on developed legislature and 
laws to re-establish the trustworthiness 
of leaders in our organisations and states 
will not suffice. Instead, the main element 
that builds trustworthiness in governments 
and organisations is ethical leadership – 
the ability to be just and fair. Ethical 
leadership then is the value leaders create 
by benefiting the society at large, especially 
the most vulnerable. This all starts with 
good governance.

Good governance is more than 
just a defensive system to address 
misdemeanours. Good governance begins 
with what is expected of leadership, which 
is to be effective and produce results that 
help an organisation, or a country progress. 
It is therefore a system that enables 
effective leadership, purposeful prosperity 
and value creation.

Dr Simo Lushaba
Director
Harmony Gold Limited

Keynote address:  
Governance and  
ethical leadership
The topic of governance has become popular over the past few years; unfortunately 
though, for all the wrong reasons. 
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Organisations have the responsibility to 
practice good governance and ethical 
leadership by being purposefully ethical 
through actions that create value for 
stakeholders. The success of leaders 
ultimately is measured by the prosperity 
of their followers. This cuts across all the 
six capitals: intellectual, natural, social, 
human, manufactured and financial capital. 
However, it is an unfortunate legacy of how 
business is done that leaders tend to focus 
their responsibilities more so on developing 
manufactured capital (collection of physical, 
material and technological objects) to 
produce financial capital. Leaders tend to 
overlook the valuable assets that humans 
offer to carry the vision of the organisation.

It has taken a lot of struggle mainly through 
labour and other civil society groups for 
organisations to realise that human capital 
is actually a valuable asset. Moreover, 
the significance of social capital and 
creating value in our social sphere has also 
been overlooked. 

Based on failed leadership and poor 
corporate and economic performance, the 
issue of the state of governance speaks 
volumes about the damage inflicted to the 
responsibility of value creation. Therefore, 
good governance and ethical leadership 
are ought to be practiced much more 
frequently through purposeful value 

creation. In addition, improving the state of 
governance and creating ethical leadership 
requires the following:

Take the leadership appointment 
process seriously

There is a propensity to appoint leaders 
on the belief that the future will be better 
because of them and that there will be 
overall achievement. South Africa has 
fallen behind, compared to other countries, 
in its appointment processes due to 
poor accountability and no due diligence 
from its leaders. ‘Global leadership’ and 
‘excellence’ have become foreign terms in 
South Africa. Seemingly, popularity and the 
ability to make promises are valued more 
than the ability to deliver required results. 
Leaders who are appointed measure 
their prominence based on their relative 
positions. This has resulted in distressed 
state entities and a state of hopelessness. 
More should be learned from Asian 
countries which are currently using their 
state entities to enable outstanding growth 
performances. One of the effective ways to 
ensure this is to create human capital that is 
capable for global leadership.

Creating a culture of accountability 
and responsibility

Good governance is more about superior 
performance than holding a high 
leadership position. Leaders need to be 

held accountable and must deliver quality 
performance and global excellence. A 
responsible society needs to build and 
fortify a compelling environment where 
unethical conduct, poor performance 
and bad governance is not be tolerated. 
Similarly, relying on policies that only 
focus on preventing wrongdoing are 
not adequate. Leaders must realise that 
avoiding unethical behaviour is insufficient, 
and what is required is purposeful ethical 
leadership. Effective leadership is our 
responsibility as a nation, not the kind 
that defines itself based on avoiding 
engagements in wrongdoing, but one based 
on performance.

Deal with corruption swiftly 
and decisively

There is a need to demonstrate the 
severity of repercussions of poor 
governance and corrupt behaviour, by 
dealing with these matters swiftly and 
decisively. Long processes of handling 
corrupt behaviour take away the harsh 
effects of the consequences. Applying 
efficient and effective processes of 
addressing wrongdoing builds reputation 
for the country’s method of dealing 
with corruption.
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Panel discussion:  
Governance, risk management and 
ethical leadership
Different kinds of risk dominate every part of our lives, impacting not only our 
organisations but the sub-Saharan African (SSA) economy at large. 

Patrick Earlam
Head of Tax Management Consulting
Deloitte Africa, Tax & Legal

Nandipha Madiba
Chartered Director
Institute of Directors SA

Tebele Makhetha
Managing Director
Business Against Crime

Bishop Malusi Mpumlwana
General Secretary
South African Council of 
Churches (SACC)

Moderated by  
Alishia Seckam
Anchor
BusinessDay TV

Montfort Mlachila
Senior Resident Representative in South Africa
International Monetary Fund (IMF)

Among the key macroeconomic risks that  
SSA countries continue to face are the 
mounting levels of public debt. Many SSA 
countries are battling debt risk crises or are 

on the verge of facing payment disruption. 
Managing risk at a macroeconomic level 
requires the ability to create sufficient buffers 
to mitigate risk and save for rainy days. 
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Governance should direct how to improve 
performance to fuel success. Without 
addressing the issue of poor governance, 
countries are more likely to have lower 
growth. As a recent study by the IMF 
shows, the financial windfall from improving 
governance in SSA is quite high – typically 
two or three times higher than it is for 
higher income countries. This is mainly 
because governance is generally poorer in 
Africa – only two out of 30 SSA countries 
in the International Country Risk Guide’s 
governance indicator score above average. 
Increasing SSA’s level of governance closer 
to global average levels would increase 
per capita gross domestic product (GDP) 
growth by one to two percentage points.

South Africa needs to improve its 
governance and reap the financial and 
growth benefits that stem from improved 
governance. However, low economic growth 
in South Africa has been a major concern, 
especially as it significantly impacts 
the country’s risk profile. The issues of 
poor governance and corruption have 
additionally contributed towards further 
strains on the country’s fiscal balance, in 
turn perpetuating economic risks. 

Risk is not only inherent in nations, it 
exists in both public and private sector 
organisations, usually fuelled by poor 
governance. This is as poor governance 
tends to lead to greater incentives for 
corruption and more opportunities for 
undermining investor value, which poses 
often intangible risks on the performance 
of companies and organisations. 

Intangible risks create complexities, as they 
make it more challenging to quantify the 
level of exposure to risk. These complexities 
make it even more challenging to develop 
risk management systems, thus leading to 
risk management failures. To deal with risk 
management systems’ failure, organisations 
need to understand that solving system 
failure lies within the elements of 
organisational culture. 

Indeed, risk management needs to be part 
of the culture of organisations because 
the culture of any organisation is a good 
determinant of how conscious people are 
of risk and that they take risk seriously in 
their business journey. The first step would 
be defining what risk is and thus developing 
processes to mitigate it, possibly starting 
with a risk criterion. 

A risk criterion – used as a tool in the 
process of risk management – can be 
defined in various ways. Many organisations 
define risk criteria to measure the potential 
impact of risk on the company’s objectives. 
Others use risk criteria to identify trigger 
points of risk in a case where a decision or 
action needs to be taken when dealing with 
ethical issues. 

These trigger points need to be outlined 
prior to taking action. However, trigger 
points can at times be unclearly defined 
as they are different in a case of unethical 
behaviour compared to when there is an 
intentional ethical approach.

Governance structures and controls need 
to be put in place in organisations, to create 
value for society and make a net positive 
social impact. However, external risk 
factors cannot be discounted as they may 
impact value creation strategies in place. 
Organisations need to consider possible 
risks – both internal and external – that may 
impede value creation. 

Although the majority of organisations 
have governance structures in place, 
there are still corporate failures and lack 
of ethical leadership, stemming from 
corruption and a lack of risk management. 
Leaders are succumbing to some of the 
pressures of doing business in the current 
climate while chasing financial growth, 
thus ignoring ethical parameters they 
should be operating within. In order for 
governance to be effective and responsive 
to risk management, we need to look 
more closely at these organisational blind 
spots – created by misaligned incentives – 
that would impact the effectiveness 
of governance.

The most successful organisations are 
those that can identify external risks 
and create frameworks and processes 
to mitigate and manage these, while 
embedding, implementing and monitoring 
these frameworks. Risk does offer a few 
upsides, however organisations need to 
ensure not to exert their risk appetite to the 
maximum as this may result in downsides.
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The issue we need to work on in 
South Africa’s corporates is ethics. Ethical 
behaviour is a collective effort, therefore all 
members of an organisation –at the level 
of the board and throughout the whole 
organisation – have a shared responsibility 
to behave in an ethical manner. 

Cultural change also needs to be 
instilled from a regulatory perspective. 
Organisations need to think about 

how to create an adaptable and agile 
environment for ethical culture. Building 
an ethical culture starts by practicing 
ethical behaviour and ensuring that 
there are harsh repercussions for 
any form of unethical behaviour. In 
addition, organisations need to apply 
effective processes in dealing with 
unethical behaviour, such as tailor-made 
interventions instead of following a desktop 
approach when dealing with ethical risk. 

In the process of unethical practices and 
when dealing with misconduct, companies 
need to ensure consistency of sanctions by 
creating a link between what transpired and 
the consequence of the action and apply it 
consistently. Furthermore, regulators must 
think about how they redesign regulatory 
frameworks in a way that enables them to 
deal with these issues proactively. 

Panel discussion:  
Getting corporate SA  
back on track
The topic of ethics in companies has been a burning issue in corporate South Africa, 
with the country having faced several corporate failures as well as fraud and 
corruption scandals due to a lack of governance, morality and ethics. These issues 
have tainted the reputation of numerous organisations.

Freeman Nomvalo
CEO
South African 
Institute of Chartered 
Accountants (SAICA)

Dr Johan Erasmus
Governance Leader
Deloitte Africa

Dr Yondela Ndema
Executive for Group 
Ethics & Compliance
Barloworld

Nonkqubela Maliza
Director, Corporate & 
Government Affairs
VW SA

Moderated by  
Dr Martyn Davies
Dean
Deloitte Alchemy 
School of Management, 
Deloitte Africa

Jabu Mabuza
Chairman and  
acting CEO
Eskom
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As ethical leadership is about having a 
moral compass, South Africa needs to 
look beyond the corporate sector, and to 
address the broader drivers of immoralities, 
illegalities, inequality and a lack of social 
cohesion at a country level. 

While the response to corruption, unethical 
behaviour and poor governance has often 
been about changing the rules, adjusting 
standards and the ethical code, the core 
issue remains the conduct of people. 

Acknowledging the complexities of the 
ethical challenges South Africa faces, 
emphasising the significance of creating 
an ethical culture, and only conducting 
business with companies that share 
the same values of good governance 
and ethical behaviour is how we will get 
South Africa back on track.
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Human vs AI

In AI, computer systems are taken 
through the human journey, adapting to 
all human stages: physical (perception) 
experimental learning, language (voice 
recognition and language understanding), 
cognitive (reasoning, problem solving and 
generalisation learning) and emotional 
(moral judgement and ethics) – where 
ethical behaviour is heavily involved.

The age of AI is here and numerous 
countries have already developed AI 
strategies. One example is Canada – the 
first country to release a national AI strategy 
in 2017. South Africa is also slowly pointing 
towards that direction through the Fourth 

Industrial Revolution South Africa (4IRSA) 
initiative. It is important to ensure that 
ethical behaviour is taken into consideration 
when developing AI strategies.

Algorithms need people who understand 
the ethics behind AI and the significance 
of ethics in AI. This requires monitoring 
and auditing of computer systems. 
Gartner predicts that by 2023, 75% of large 
organisations will hire AI forensic specialists 
to audit, certify, and monitor AI. Hence, 
the best way to ensure accountability and 
ethical behaviour in AI would be to certify, 
audit and monitor AI systems.

What does an AI centric company 
look like? 

There are various applications for AI in an 
organisation. For example, in a company 
AI may be used in customer experience by 
using customer information acquired from 
social media sites to set targets. It is also 
used to report on sentiments collected 
from sites, collect information online and 
make behavioural decisions about the 
customer. Some companies use robotic 
process automation (RPA) to regulate, 
correct and process a host of internal 
documents such as leave application, 
contracts and company policy documents. 

Deloitte Masterclass: 
The Ethics of  
Artificial Intelligence (AI)
AI is the development of computer systems that are able to (out) perform tasks 
normally requiring human intelligence, such as visual perception, speech recognition, 
language understanding, task automation or decision making. Historically computers 
were not designed to understand, nor to imitate these cognitive elements and 
perform as they do today.

Wessel Oosthuizen
AI Leader
Deloitte Analytics

Rinae Nnduvheni
Manager
Deloitte Analytics

Vanessa Saker
Manager
Deloitte Analytics
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What are the risks of  
using AI?

 • Algorithmic and bias risk: Algorithms 
are developed and trained on datasets 
that deliberately or inadvertently create 
bias. There is a possibility that computers 
are biased as they are programmed by 
people based on their own experiences.

 • Ethical risk: AI is incapable of morality, 
therefore no one is responsible for the 
ethical issues arising from AI. It does not 
have the emotional journey that humans 
have, for example, an AI Humanoid Robot.

 • Strategic risk: Sometimes the 
implementation of AI is not aligned to 
the company’s core values. For example, 
‘hiring an algorithm’ does not prioritise 
workforce diversity.

 • Regulatory risk: Some highly regulated 
processes may not be followed during 
automated decision making.

 • Financial risk: AI errors may result 
in financial or reputational losses 
especially where customer detriment may 
have occurred.

The ethics of data and 
ethical implications

As AI systems seem to make more decisions 
on a daily basis, AI data ethics become 
increasingly relevant for policy-makers. 
Organisations and states need to find the 
main ethics in AI and start enforcing them 
through testing and monitoring. However, 
prior to implementing ethics, there 
are several data issues that need to be 
identified, such as:

 • Ownership and privacy: Private data 
should not be collected without the 
customers’ knowledge.

 • Bias and discrimination: Real-world 
bias can shape algorithmic bias, 
therefore data used should be fair 
and representative.

 • Access and transparency: Private data 
should not be exposed for use without 
consent from the owner and customers 
should have a transparent view of the flow 
of their private data.

 • Data and AI governance: AI systems 
and data need to be governed 
through ethical standards and norms. 
Furthermore, there needs to be 
authorisation of the collection, storage, 
and destruction of data.
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It is clear that governance and ethical 
leadership is still lacking in South Africa. 
Therefore, in the pursuit of becoming a fair 
and accountable nation, good governance 
and ethical leadership practices need to be 
enforced in organisations and the state.

Chinese president, Xi Jinping, realised the 
essence of rooting out corruption, not 
just for the legitimacy of the country but 
ultimately for the betterment of improving 
people’s lives. The introduction of an 
anti-corruption campaign led to about 
1.5 million corrupt leaders being arrested 
in the last 6-7 years. Since then, there has 
been a change in behaviour.

It is up to us as South Africans to ensure we 
become a country where leaders practice 
good governance and ethical leadership. 

We should aspire towards using this 
national crisis of poor governance and 
widespread corruption as an opportunity 
‘to clean up’ the country, otherwise we 
might be looked upon atrociously as 
another failed state. 

Dr Martyn Davies
Dean, Deloitte Alchemy  
School of Management
Deloitte Africa

Summary and  
closing remarks

Poor governance, corruption and fraud are the major elements plaguing growth in  
the country, in organisations, and our people. 
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