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Action Points

I. What Should Be Included in a Company’s
Code of Conduct?
A code of conduct or ethics should clearly describe the
behavior it expects from leaders and staff, contextualize
that behavior in an overarching values-based framework,
and state the consequences for violating its provisions.
A strong code reinforces a company’s commitment to
integrity and establishing an ethical culture where all can
flourish.

Il. The Bottom Line
While companies should foster an ethical workplace for
its own sake, there are also tangible benefits. In addition
to increased compliance and fewer regulatory violations,
have you also considered the value of a solid reputation?
Businesses that inspire trust attract employees, customers,
and investment, thereby driving competitive advantage.

I1l. Must-Have Additional Components to an
Ethics and Compliance Program
The code of conduct is only one piece of an effective
ethics and compliance program. To build an ethical culture,
companies also need to institute ethics training, a system
for safely reporting violations, and the explicit incorporation
of ethical values (e.g., honesty) into practices related to
hiring, performance appraisals, promotions, and firing.

IV. The Golden Rules for Motivating Employees
to Comply with the Code
Although there is no question that employee behavior has
a direct impact on a company'’s reputation, most will not
always adhere to a code of conduct if it is not embedded
in a broader ethical culture. Leaders can inspire employees
to act ethically by swiftly addressing infractions and sharing
stories about when they placed ethics above profits.

V. Essential Take-Aways
If a code of conduct is to mean anything, it must be
practiced at all levels of your organization. When creating
your code, it's essential to first obtain leadership buy-in
that adherence to the code will be monitored and
enforced. Then, to ensure universal understanding, seek
employee input, provide examples, and keep it as simple

as possible.
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fter experiencing several very public corporate scandals over the

past decade, the U.S. has now moved to a more regulated way of

doing business, and the code of conduct has emerged as one
of the mechanisms for defining employee and corporate behavior that
adheres to regulatory and industry standards. However, a code of conduct
is much more than a set of rules, requirements, and prohibitions. Its true
significance lies in its capacity to serve as a living document that embod-
ies your company’s core values and commitment to ethical practices. This
ExecBlueprint provides practical advice for developing such a code that
will go beyond “window dressing” and inspire leaders and employees
alike to build and sustain a compliant and ethical culture. While acting
ethically is important for its own sake, the authors also provide pragmatic
reasoning for fostering such a culture: ethical organizations earn the trust
— and loyalty — of employees, customers, and investors. Accordingly,
the code should be simple to understand, widely circulated, and aggres-
sively enforced. But most importantly: adherence starts at the top. H
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If an ethical corporate culture is to be truly
sustained, and in particular if a code of ethics
is to mean anything, then the most important
factor ... is that ethical leadership exists

and is practiced at all levels throughout the

organization.

Mark S. Schwartz, Ph.D.

Associate Professor, Management and Business Ethics
School of Administrative Studies, York University

Defining Corporate Codes
of Conduct

Corporate codes of conduct or eth-
ics, which might be defined as
formal written documents includ-
ing standards wused to guide
employee or corporate legal and
ethical behavior, have been around
for decades. Johnson & Johnson,
for example, has had its corporate
credo in place since 1943. Codes
have now become commonplace in
large business organizations around
the world, and are essentially
required for U.S. public companies
that are governed by the Sarbanes-
Oxley Act of 2002 or members of
stock exchanges, including NYSE
and NASDAQ.

Codes certainly can serve a vari-
ety of purposes. While some might
continue to see codes as “window
dressing,” they do potentially pro-
vide a clear set of expected ethical
norms and behavior for employees
to follow across the organization,
thereby potentially reducing uneth-
ical or illegal conduct. This becomes
increasingly important for large
global firms with tens of thousands
of employees around the world,
where each region’s workforce
often possesses its own unique set
of ethical norms. For example,
norms regarding bribery, gift giv-
ing, nepotism, discrimination,
sexual harassment, competitive

intelligence, and privacy can vary
among employees leading to poten-
tial conflicts between head office
and operations taking place in
other parts of the world. Codes can
help minimize such potential con-
flicts by clearly defining expected
behavior that is expected of all
employees, wherever they operate.

Codes’ Effect on Employee
Behavior

The question is: do codes actually
make a difference in terms of
impacting the behavior of employ-
ees? While one might hope so, the
answer remains unclear, at least
from an academic perspective. My
own research, based on dozens of
interviews with ethics officers,
managers, and employees at several
large multi-national firms, suggests
that codes can have an impact on
behavior, but this impact is often
more indirect than direct. In other
words, it is not typically the case
that an employee reads, under-
stands, and remembers the code
and then acts accordingly. But what
can happen is that employees
become more sensitized to ethical
issues, especially through training
based on the code, and then tend
to ask or raise more questions
about particular activities to their
managers or ethics offices which

Mark S. Schwartz, Ph.D.
Associate Professor, Management
and Business Ethics
School of Administrative Studies,
York University
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former CEO of WorldCom, Bernie
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that having a code of conduct was ‘a
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then might ultimately lead to
engaging in more proper behavior
or avoiding misconduct.

What appears to be the case is
that about 20 percent of any given
workforce will do the “right thing”
regardless of whether there is a
code, while approximately another
20 percent will always engage in
illegal or unethical behavior regard-
less of the existence of a code when
the opportunity arises and the per-
ceived benefits outweigh the risks
of getting caught. Employees can
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(continued)

easily rationalize such improper
behavior, based on reasons such as
“everyone else is doing it” (e.g.,
padding expense accounts), “I’'m
acting in the interests of the firm”
(e.g., bribery or anti-competitive
activities), or “no one is getting
harmed” (e.g., insider trading or
illegally downloading software).
But the remaining 60 percent can
potentially be affected by their
firm’s ethical corporate culture, and
this majority group of “fence sit-
ters” (as they have been referred to)
can potentially be influenced by a
code of ethics.

Recommendations to
Corporate Leaders

So what would I suggest to corpo-
rate leaders with respect to codes?
Here are my key recommendations:

* Conduct a values survey
among employees and manag-
ers to determine the existing set
of core values operating within
the firm, versus the desired
values.

Hold employee focus groups
that cut across departments
and functions to better involve
employees in the process of
developing or revising the
code. The purpose of this
process is not so much to
generate buy-in, but to better
ensure that the code will be
relevant and realistic.

Ensure that the code contains a
set of core universal ethical
values (see below).

Clearly indicate in the code
that these ethical values take
priority to profits when they
come into conflict.

Tailor the code to the specifics
of the firm and its industry.

Ensure that the code consists
of an appropriate tone, length,
and level of comprehensibility
(the firm’s lawyers might
review the code but should not
draft it).

* Provide relevant examples

generated from the firm’s own
employees and managers.

® Make sure that the code is at
most two clicks away on the
firm’s public and internal web
sites.

Creating and Sustaining an
Ethical Corporate Culture

While codes should be considered
necessary for every firm to possess,
a code in itself is insufficient. Codes
represent only one component
(albeit a key component) of a com-
prehensive ethics or compliance
program, which also should include
ethics training (preferably con-
ducted by managers themselves), a
compliance or ethics officer (who
is hired by the board of directors
rather than by the CEO and can
communicate directly with the
independent audit committee of the
board of directors), a reporting
system (which provides a safe har-
bor for employees to ask questions
or report misconduct at any time
without fear of retaliation), and
proper administration (enforce-
ment, ongoing review, and continu-
ous updating).

Beyond the Code: Essential Elements
for an Ethical Corporate Gulture

or compliance program:

Code of ethics/conduct
Ethics training

Compliance or ethics officer

Diligent administration

Reporting system for misconduct

Components of a comprehensive ethics

e Trustworthiness
* Accountability

+ e Caring

* Citizenship

* Respect for others

* Fairness

Core ethical values expressed in
policies, procedures, and practices:

Ethical
corporate
culture
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(continued)

Empirical research is mixed regarding the impact of corporate codes of
ethics on behavior. In a study I co-authored, out of 79 empirical studies
that have been conducted on the relationship between codes and ethical
behavior, we reported that 35 percent found that codes are effective, 16
percent found that the relationship is weak, 33 percent have found that
there is no significant relationship, 14 percent presented mixed results, and
one study actually found that codes can be counterproductive.

Even the existence of a compre-
hensive compliance or ethics
program is insufficient to create
and sustain an ethical corporate
culture. Such a culture also requires
that a firm possess a set of core
ethical values, not just referred to
in its code, but also infused through-
out the firm’s policies, procedures,
and practices, including decisions
related to hiring, performance
appraisals, promotions, and firing.
These core ethical values should
include: (1) trustworthiness, which
includes honesty, promise keeping,
integrity, and transparency; (2)
responsibility (be accountable, fix
mistakes, apologize, do not blame
others); (3) caring (avoid unneces-
sary harm); (4) citizenship (obey
the law, protect the environment,
assist the community); (5) respect
others; and (6) fairness.

But, if an ethical corporate cul-
ture is to be truly sustained, and in
particular if a code of ethics is to
mean anything, then the most
important factor in my view is that
ethical leadership exists and is
practiced at all levels throughout
the organization. This should be
the case from the lowest level assis-
tant manager, right up to the chair
of the board of directors. If the
words and the actions of the firm’s
leaders, especially those of the chief

Mark S. Schwartz, Ph.D.

Associate Professor, Management and Business Ethics
School of Administrative Studies, York University

executive officer, demonstrate to
employees that profits should take
priority to ethics, then the ethical
culture of a firm (which may have
previously existed for years) will no
doubt quickly evaporate.

Many codes contain an initial
letter from the CEO and/or chair-
man of the board indicating the
importance of the code and legal
and ethical behavior. These state-
ments are important for firms to
include in their codes and more
generally heard during meetings
and in public declarations by firm
leaders. But such letters and words
become meaningless quickly if the
actions of firm leaders do not mea-
sure up to such statements. For
example, at one Canadian bank I
worked with, the decisions that
were actually made by the CEO
meant much more to senior execu-
tives. Would he give up a profitable
business opportunity for the bank
when ethics was in question?
Would the highest-performing
managers be promoted even when
their actions conflicted with the
firm’s ethical values? Were major
decisions such as downsizing still
going to be connected by the firm’s
leaders to the firm’s ethical values?
While ethics and profits often
merge together, when they conflict,
employees must see that ethics will

take priority for senior manage-
ment (including the CEO) in order
for them to respect the code’s
legitimacy.

Allocation of Resources to
Creation, Implementation,
and Enforcement of Codes

Companies are now allocating sig-
nificant resources in terms of time
and money in the creation, imple-
mentation, and enforcement of
codes. While codes on their own
are certainly not a panacea (as
demonstrated by Enron), they do
serve an important role toward
developing a comprehensive ethics
program. However, codes should
only be considered to be one key
pillar toward establishing and sus-
taining an ethical corporate cul-
ture. Finally, even though one
cannot measure the potential sav-
ings (including the avoidance of
bankruptcy) that the existence of a
code and an ethical corporate cul-
ture may bring to the firm, ethics
can also be considered important
for its own sake. That is the atti-
tude that our parents tried to instill
in us growing up. N
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A code of conduct can only provide tangible
benefits if those at the executive level lead by
example, and demonstrate their desire to build
and sustain a corporate culture that takes ethics

seriously.

The Recent Heightened
Importance of Ethics

Over the past decade, a number of
factors have brought risk and com-
pliance issues to the forefront of
just about every industry. High-
profile incidences of corporate cor-
ruption, scandals involving insider
trading, and breaches of confiden-
tiality have all culminated in height-
ened regulatory scrutiny, along
with public demands for greater
transparency and an end to corpo-
rate malfeasance.

Against this backdrop, compa-
nies have been faced with the
challenge of developing organiza-
tional cultures that are ethical,
responsible, and risk-aware. Thus
far, the data indicates that their
efforts have not been in vain. For
example, according to the most
recent National Business Ethics
Survey, “The percentage of workers
who said they observed misconduct
on the job fell to an all-time low of
41 percent in 2013, down from 45
percent two years ago and a record
high of 55 percent six years ago.”!

Along these lines, a code of con-
duct is an invaluable tool for
enhancing corporate compliance
and preventing regulatory viola-
tions. Most importantly, however,
the development and implementa-

1. National Business Ethics Survey of the US
Workforce®, Ethics Resource Center (ERC),
2013. http://www.ethics.org/nbes/about/

Gaurav Kapoor
Chief Operating Officer, MetricStream

tion of a formal code of conduct is
integral to establishing a set of
guidelines for appropriate employee
behavior, creating a framework for
responsible decision-making, and
providing a strong foundation for
an ethical workplace.

From Compliance to Ethics:
The Importance of a Formal
Code of Conduct

In today’s business environment,
upholding ethical standards is no
longer the sole responsibility of risk
and compliance departments.
Rather, it’s a responsibility that
extends throughout an entire orga-
nization to all employees, regard-
less of their role. It is precisely at
this juncture that a code of conduct
has an instrumental role to play.

At its most basic level, a code of
conduct defines an organization’s
legal and ethical standards for busi-
ness operations, providing specific
guidelines for employee behavior
that are consistent with industry
requirements. Accordingly, it serves
as an important means of self-
regulation, and can play a critical
part in helping an organization
avoid conflicts of interest, comply
with anti-bribery laws, ensure fair
competition and financial integrity,
and protect information and intel-
lectual property. By establishing
standards for ethical behavior and
accountability, a code of conduct

Gaurav Kapoor
Chief Operating Officer
MetricStream

“As risk and compliance issues
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performance is becoming a new norm
in many workplaces.”
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can help organizations enhance
their credibility with customers,
investors, and regulators, and
guard against legal action in the
event that any employee violates
the standards outlined in the code.

In addition to ensuring that
employees remain compliant with
legal and regulatory standards, a
code of conduct can provide
a framework to guide ethical deci-
sion making and outline key
questions to help employees iden-
tify unethical, inappropriate, and
illegal activity. This can empower
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(continued)

employees as they navigate ambig-
uous grey areas, while helping to
maintain safety, respect, and dig-
nity in the workplace through clear
explanations of disciplinary action
and specific policy guidelines for
protecting whistleblowers.

Ultimately, however, a code of
conduct is much more than just a
set of rules, requirements, and pro-
hibitions. Instead, its true
significance lies in its capacity as a
living document that embodies
a company’s core values and com-
mitment to ethical practices. In this
regard, a code of conduct should
be understood as foundational to
creating and sustaining an ethical
workplace culture. Thought of in
this way, it can serve to not only
prevent compliance violations and
mitigate risks, but also inspire
employees to understand their
actions in relation to larger busi-
ness goals, and help them remain
cognizant of the fact that their
behavior has a direct impact on the
willingness of customers, investors,
and key stakeholders to place their
trust in the company.

Creating a Code of
Conduct: Six Questions
You Should Ask

Creating and enforcing a code of
conduct that is upheld and enforced
across an entire organization
can seem like a daunting task.
Though it is important for compa-
nies to tailor their own code to
specific business goals and industry
regulations, these are six questions
every organization should ask itself
in order to realize the substantial
benefits a code of conduct can
provide.

How Does a Formal Code of Conduct
Serve an Organization?

Establishes a set of guidelines for appropriate employee behavior

g

Creates a framework for responsible decision-making

~

Serves as an important means of self-regulation

g

Helps avoid conflicts of interest

~

Enables compliance with anti-bribery laws

~

Ensures fair competition and financial integrity

g

Protects information and intellectual property

g

Embodies a company’s core values and commitment to ethical practices

g

Provides a strong foundation for an ethical workplace

1. Does it set the right tone?

Given the fundamental role a code
of conduct plays in establishing an
organization’s ethical culture, it is
essential to ask whether the docu-
ment sets the appropriate tone.
Though beginning with an outline
of rules and regulations might seem
like the obvious choice, companies
should ensure that their codes of
conduct convey a sense of purpose
and commitment that helps build
trust and enhances credibility with
employees, customers and share-
holders. Beginning with a mission
statement that emphasizes values
instead of a didactic set of rules will

inspire employees to conduct them-
selves according to the very stan-
dards at the heart of their company’s
culture.

2. Does it speak to today’s
complex enterprise ?

For many companies, the sheer size
and scope of their business makes
implementation difficult. For
example, the nature of today’s
global business environment
demands that a code of conduct
pertain not only to an organiza-
tion’s employees but also extend to
its vast network of suppliers and
third-party vendors. As a result,
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Gaurav Kapoor ExecBlueprints 7



Gaurav Kapoor

Chief Operating Officer, MetricStream

(continued)

Companies turn to MetricStream to belp them build technology programs
that can monitor things such as social media feeds, payments, expenses,
and bebavior patterns. With MetricStream solutions, organizations are

able to establish an integrated and organization-wide framework around

a code of conduct, spanning policy management, certification, exception
management, case management, and automated monitoring of transactions.
Companies benefit from gaining a more integrated and holistic view, and
as a result, are able to make more informed decisions that ultimately help
them create and maintain an ethical workplace.

companies need to adopt a collab-
orative approach to ensure that
their requirements, standards, and
values are clearly articulated and
distributed throughout their entire
supply chain and business ecosys-
tem. A risk and compliance solu-
tion that monitors the entire
enterprise can play a critical role in
tracking gaps in implementation
and isolating areas in need of cor-
rective measures.

3. Does it balance universal
standards with a respect for local
norms?

Companies with global operations
may confront a host of competing
value systems and ethical perspec-
tives. In response, organizations
need to strike the appropriate bal-
ance between a universal code of
conduct that captures the compa-
ny’s core values and the local,
regional, and cultural affiliations of
its employees. Normative consider-
ations can impact perceptions of
everything from gift giving and
business courtesies to offers of
meals and refreshments. Within
this context, a code of conduct can
be used to craft a common ethical
standard to help employees navi-
gate potential conflicts of interest,

particularly in those situations in
which actions taken on behalf of
the company, or as a result of an
individual’s professional role, con-
flict with personal concerns and

beliefs.

4. Does it encourage responsible
behavior?

It is important for a code of con-
duct to not only provide a frame-
work for ethical behavior but
encourage it as well. This, however,
can only be accomplished if
employees feel comfortable raising
questions with regard to ethical
concerns, and are empowered to
identify and respond to misconduct
without fear of reprisal or retribu-
tion. Incorporating a clearly articu-
lated whistleblower policy within
the code of conduct can help bol-
ster a culture of open and honest
communication by offering a guar-
antee of organizational support for
employees who raise genuine ethics
concerns, and establishing a zero-
tolerance policy for retaliation.

5. Does it reflect executive buy-in
and support?

Regardless of a company’s size,

developing and implementing an
effective code of conduct requires

Gaurav Kapoor
Chief Operating Officer, MetricStream

participation from the highest lev-
els of an organization. All too
often, initiatives associated with
compliance, like the adoption and
enforcement of ethical standards,
are perceived in opposition to
larger business goals. Consequently,
they can engender resistance instead
of fostering participation. Not sur-
prisingly then, a code of conduct
can only provide tangible benefits
if those at the executive level lead
by example, and demonstrate their
desire to build and sustain a corpo-
rate culture that takes ethics seri-
ously. Ethics and compliance will
become an organizational impera-
tive once a culture of responsibility
and accountability is visible at the
top.

6. Do you have the right
processes and technology
framework to sustainably

manage it?

Apart from ensuring the above, a
formal and robust code of conduct
requires adherence and enforce-
ment. There needs to be well-
defined processes to monitor,
manage, and escalate issues, which
go beyond just self-assessments and
certifications. Companies need to
make sure that there are formal
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(continued)

processes in place for reporting
possible violations — anonymous
and otherwise, and also ensure that
there are defined policies and pen-
alties for violators.

The Business Value of
Business Ethics

It is clear that organizations can
derive significant benefits from
establishing an ethical workplace
and corporate culture. A code of
conduct that embodies core com-
pany values and establishes clear
guidelines for employee behavior is
critical to preventing compliance

and regulatory violations. This
alone can significantly reduce
unnecessary losses and help man-
age an organization’s overall risk
exposure.

The true business value of an
ethical workplace, however, results
from the way in which it can culti-
vate public trust amid a climate of
uncertainty and instability. While
even the most comprehensive codes
of conduct will not always prevent
inappropriate behavior, they are
evidence of an organization’s will-
ingness to be proactive, and
responsive in the face of unethical
and immoral conduct.

In a business environment in
which consumers, investors, and
the public at large are all increas-
ingly concerned with conducting
business with companies that share
their values, demonstrating a com-
mitment to ethical practices can
have a direct impact on a compa-
ny’s competitive advantage and can
help create a significant amount of
stakeholder trust — precisely the
type of trust that can have a posi-
tive impact on a company’s larger
business goals. m
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Sometimes referred to as “good tone at the top,”
a strong commitment by top management to a
robust compliance program is the best tool a
company has to assure employee compliance with
law and quality regulations.

Adapting to a New Focus
on Ethics

In mid-2001, my company was
initially formed as a public entity
trading on the American Stock
Exchange (AMEX). At that time I
served as both general counsel and
chief ethics officer, though the lat-
ter designation was one required by
regulation for the medical device
industry and not one that got much
attention. As we were a company
with only several hundred employ-
ees and closely knit management,
and were not at that time required
by regulation or the AMEX to have
a code, this was not a focus for
management, including myself. In
the fall of 2001, however, the
Enron scandal emerged and by
mid-2002 it was evident that the
landscape had changed and
American corporations at least
would need to move to a more
regulated way of doing business.!

By early 2002, although the
AMEX exchange still did not
require a code of business conduct
and ethics, the New York Stock
Exchange (NYSE) was actively
working toward a code require-
ment and it appeared likely that

1. The Sarbanes-Oxley Act of 2002 was enacted
on July 30, 2002 in response to the Enron, Tyco
International WorldCom, and other scandals.
The Act substantially changed the financial
regulatory requirements for public companies
and was the origin of a requirement for codes
of conduct by public companies later adopted
by each of the public exchanges.

Paul T. Hempel
Consultant, Hempel Consulting

AMEX would soon follow suit.
After discussion with our CEO and
board of directors, we worked to
adopt the company’s first business
conduct guidelines by mid-2002.

To achieve this task I turned to
outside counsel to advise us on
what was state of the art at that
time and work with me to propose
a set of business conduct guide-
lines,?> which I then reviewed with
the CEO, key management, and the
board before the board formally
adopted them. Once in place, the
company promulgated the guide-
lines with a cover letter from the
CEO by e-mail, posted them on our
web site, and publicly disclosed
them. T also selected an outside
vendor and set up a hotline to
receive anonymous or confidential
reporting of code violations so as
to protect employees against retal-
iation. These two devices — a
formal code and a secure third-
party-managed hotline, along with
a clear policy of non-retaliation —
remain the backbone of the
company’s compliance program
today.

Compliance Programs:
Setting the Tone at the Top

Sometimes referred to as “good
tone at the top,” a strong commit-

2. Later revised to become the code of conduct
and referred to in this article as the “code”

Paul T. Hempel
Consultant
Hempel Consulting

“Assuring compliance has become
an ever more critical function of every
publicly traded U.S. company.”

* Previously chief ethics and
compliance officer, Alere

* Focused on M&A law at Erickson
Schaffer Peterson & Hempel, LLP

* B.A., German, Middlebury College

* J.D., Northeastern University School
of Law

Mr. Hempel can be e-mailed at
paul.hempel@execblueprints.com

ment by top management to a
robust compliance program is the
best tool a company has to assure
employee compliance with law and
quality regulations. Our manage-
ment has worked hard to exhibit
this by including references to
doing the right thing, communicat-
ing with employees, addressing
infractions swiftly and clearly, and
making sure that the company
spends adequate resources on com-
pliance education, prevention, and
enforcement. After leaving the gen-
eral counsel position and serving as
the senior vice president of leader-
ship development and HR for sev-
eral years, I soon realized that
several of our overseas businesses

© Books24x7, 2014

Paul T. Hempel ExecBlueprints 10



Paul T. Hempel

Consultant, Hempel Consulting

(continued)

in risky markets faced challenges.
The CEO and board promptly took
the necessary action to replace
management in those markets with
key new executives whose ethics
records were beyond reproach and
to appoint me as senior vice presi-
dent of ethics and compliance, later
chief ethics and compliance officer.

These swift actions sent clear
messages to the employees that the
company would not tolerate any-
thing which could be even possibly
seen as unethical behavior and pre-
vented possible situations which
might otherwise have developed
and created problems for the com-
pany. In addition, the code adopted
by the board set key guidelines for
HR and other cultural norms
for the company.

Translating and Making
Changes to the Code

After the company adopted the
initial code, 1, as chief ethics officer,
reviewed it every year to make sure
that it still reflected company needs
and proposed changes for adoption
by the board when needed.
However, for the most part these
changes were small revisions meant
to reflect name changes, revisions
to our hotline numbers, and lessons
learned from specific issues that
arose on the hotline.

In 2010, when I became full-
time chief ethics and compliance
officer, I began a several-year over-
haul of the code, along with a
significant expansion of training
and communication around the
code. By this time, the company
had more than 15,000 employees
in over 40 countries, which pre-
sented a number of challenges
around cultural norms, language,
and communication. Some of the

Making the Case for a Code of Ethics

| still recall my first exchange with the CEO about a code of conduct at the time
the Enron scandal was first breaking. He echoed what was then a common view
among management in expressing his doubt that a code of conduct was needed
or would make a difference since we were a small company and he knew all of his
executives to be highly ethical people. However, as the fallout from Enron unfolded
and the new Sarbanes-Oxley culture took hold, and as we began to grow with
employees spread out around the world, it became more difficult to personally
know all of the management and the CEO became one of the strongest support-
ers for strong compliance tools to guide the company.

riskiest places to do business from
an ethical viewpoint® are among
the most different from the U.S. in
terms of culture and language.

As a result, during 2011 and
early 2012, even though English is
the management language of the
company, we spent the time and
money to translate the code into a
dozen or so key languages that
were spoken by significant num-
bers of our employees. This exercise
alone raised some difficult ques-
tions. In India, for example, where
virtually all management employ-
ees speak and work in English,
local management did not want to
have a translated code on grounds
that it was unnecessary. After sev-
eral visits to India for training
purposes, however, 1 discovered
that although business English
skills were good at the management
level, there were also significant
numbers of employees whose Eng-
lish-language skills were less
proficient. So I made the decision
to translate the code and training
modules into Hindi. We had similar
issues in Germany and France and
in each case, made the decision to
provide the code in the local

3. To determine the riskiest places to do busi-
ness, we used Transparency International’s
Corruption Perception Index as a guideline.

language to remove any questions
that might arise due to lack of com-
prehension.  However, the
translation process is complicated,
requiring the work of external spe-
cialized translators followed by a
review by native-speaking key
employees that would inevitably
result in revisions. And it’s costly:
a hard cost of between $3,000 and
$4,500 per translation plus
employee time was the norm.

However, providing a local lan-
guage translation has played a
substantial role in ensuring that a
much broader cross-section of the
workforce understands the code.
The revised code currently exists
online at our company in 13 differ-
ent languages, and we are
determined that every employee at
every level should have easy access
to the code, and use it to guide their
behavior.

The Revised Code

The complete overhaul of the code
represented perhaps the largest step
forward in the company’s compli-
ance program. This project was
begun in late 2011 and completed
and promulgated in early 2013,
and was a joint effort between the
general counsel, key executives
(who advised on culture and other
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(continued)

issues), and me as the chief of the
ethics and compliance office.

This time we undertook the task
entirely in-house. I began by review-
ing state-of-the-art codes of conduct
from other companies in similar
industries and elsewhere, especially
codes which had received critical
acclaim in SCCE and HCCA* pub-
lications and fora. I also looked at
our online training and made sure
that the new revision tracked con-
tent of that training while covering
everything included in our original
code. Next I prepared an initial
draft and circulated it to my staff,
the general counsel, VP of HR, and
several other key executives for
comments and then went through
an intensive review and revision
process, ending up with a draft cir-
culated to the CEO and the board
members for their comments.

The final step was working with
marketing to give the content a
fresh look and feel. During this
phase we added sidebar questions
and answers to better illustrate the
code, along with artwork and color
before submitting it for finalization
and adoption by the board. This
process assured a revised code that
was in line with the desired culture
of the company as well as one that
was state-of-the-art, relevant, and
well-communicated.

We introduced the revised code

online to our employees with the
following brief introduction:

4. The Society of Corporate Compliance and
Ethics (SCCE) and the Health Care Compliance
Association (HCCA) are the two leading US
compliance organizations for my company’s
industry and as part of our compliance program
Tinsisted that all full-time compliance employees
maintain memberships and complete some con-
tinuing education with one of these (or similar)
organizations each year.

* Prevention
e Enforcement

How Can Management Set
an Ethical ‘Tone at the Top’?

Include references to doing the right thing in the code

.
.
.

Make sure that the company spends adequate resources on:
 Compliance education

The purpose of the code of con-
duct... is to belp you make the right
choices and decisions when con-
fronted with difficult situations. In
many ways the principles of the
code are based on good judgment
and common sense. In addition, it
describes the legal and ethical obli-
gations Alere follows. The code
reaffirms Alere’s commitment to
integrity and sets the foundation
for how we act and how we do
business.

The revised code approaches
ethics and compliance from a view-
point of “doing what’s right.” We
challenge employees to ask them-
selves questions like: “Will the
action discredit me or the company
if it becomes known?” “Does my
behavior appear improper?”

The code then goes on to cover
specific behaviors like non-discrim-
ination and diversity, violent
conduct in the workplace, political

and religious activity, conflicts of
interest, protection of company
assets, communications (including
e-mail and social media), compli-
ance with laws (including
anti-corruption), and finally the
requirement that all company
employees speak up and raise con-
cerns. Some of the trickier subjects
we considered were what to do
about the use of intemperate lan-
guage, pornography, and suspected
drug and alcohol use in the work-
place. All of these topics involve
degrees of subjective judgment and
must address significant differences
in opinion across international cul-
tures. In other words, while there
is no one right answer to
these questions, it is necessary to
consider how such behaviors
will affect the local culture, whether
they’re enforceable, and
whether employees will accept
them. We also needed to consider
what other tools were available to
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(continued)

set the cultural tone we wanted at
each location.

Training on the Code

During 2011 and early 2012, as
resources for the program increased,
I worked with the legal department
to deliver multiple in-person train-
ings on the code to all of our man-
agement worldwide. It soon became
clear, however, that this was inef-
ficient and by mid-2011 we began
developing an online version of the
anti-corruption training program,
followed by an online version of a
code training program. Again, we
translated these courses into mul-
tiple languages, starting with those
languages where we had the largest
number of employees and in the
riskiest places to do business.

By mid-2012 we required every
employee worldwide to complete
an online course on the code and
every employee worldwide who

could be exposed to corruption to
complete an online anti-corruption
course. These courses also form
part of the onboarding process,
with completion required within 30
days of onboarding.

Future Plans

Although I retired from the com-
pany at the end of May 2014, the
company has active plans to review
the code on an ongoing basis and
update it at least annually — a
process that has become critical.
When considering fines and penal-
ties under the Federal Sentencing
Guidelines’, government agencies
and courts place great weight on
whether a company takes compli-
ance seriously and regularly reviews
and updates its code. While there
are other considerations under the
USSC Sentencing Guidelines, a
well-thought-out code is one of the
backbones of ethical behavior at

any company today. Together with
excellent tone at the top, compre-
hensive training, and a hotline so
that employees can speak up with-
out any fear of retaliation, it forms
the basis for a strong ethical cul-
ture, which any board or CEO
ignores at their personal peril. m

5. The 2013 U.S. Sentencing Commission Guide-
lines, effective November 1, 2013, make it clear
that §8B2.1. Effective Compliance and Ethics
Program

(a) To have an effective compliance and eth-
ics program..., an organization shall—

(1) exercise due diligence to prevent and
detect criminal conduct; and

(2) otherwise promote an organizational
culture that encourages ethical conduct and a
commitment to compliance with the law....

(b) In implementing [the above] the orga-
nization shall periodically assess the risk of
criminal conduct and shall take appropriate
steps to design, implement, or modify each
requirement set forth in subsection (c) to reduce
the risk of criminal conduct identified through
this process.”

Put more simply, this requires a company to
review and modify its code frequently.
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Defining a Code of Conduct

A code of conduct, also referred to
as a code of ethics, focuses on
ethical behavior that is based
on the organization’s mission, val-
ues, and principles and is used as a
reference for employees, managers,
and executives when making deci-
sions at work. It clarifies and
ensures that a standard of profes-
sional conduct is being met while
also embodying and reinforcing the
company’s commitment to integrity
and helping resolve ethics and com-
pliance concerns in a way that’s
consistent with core values.

How a Code of Conduct
Can Benefit Organizations
The code of conduct can help cre-
ate and maintain the desired cul-
ture by attracting and retaining star
performers who have the skills
required to achieve ambitious
goals. It can guide and inspire
employee decisions. As business
strategies shift, the code provides
stability and a point of reference
that can anchor the organization
during times of change or disaster.
In other words, it creates an emo-
tional connection between the

Employees can be
a company’s best
advocate if they
feel good about
where they work
and have confidence
in the company’s
commitment to
integrity.

Valeh Nazemoff

Senior Vice President
Acolyst

employees and the organization. A
code of conduct also generates
a sense of community, encourages
teamwork, and creates satisfaction
and loyalty to the organization by
increasing employee commitment.
In such an environment, employees
are not only motivated by the pros-
pect of their own gain, but also to
contribute meaningfully to their
teams, the company, and its clients.

A code of conduct can help
organizations be consciously aware
and define ethical behavior at work
by serving as a good reminder and
guiding individuals to make good
decisions in difficult situations. It
can also demonstrate to customers
that the employees and members of
the organization take core values
seriously. Questions to consider
when determining if any given
behavior is ethical include:

1. Is it against company or
professional standards?

2. Does it feel right?
3. Does it make common sense?

4. Does it show sound business
judgment?

5. Is it legal?

6. Does it comply with public
law?

7. Does the action comply with
company policies?

8. Will it reflect negatively on you
or the company?

9. Who else could be affected by
this (e.g., others in the
company, clients, your team,
you, etc.)?

10. Would you be embarrassed if
others knew you took this
course of action?

Valeh Nazemoff
Senior Vice President
Acolyst

“Companies that have a good
reputation are often recognized and
rewarded in the marketplace and in
their communities.”

* Author, The Four Intelligences of the
Business Mind

* Guides clients on ways to improve
organizational communication
through documentation

* Member, CRN Power 50 Solution
Providers list

* Frequent contributor, SMART
Enterprise Exchange publications

Ms. Nazemoff can be e-mailed at
valeh.nazemoff@execblueprints.com

11.Is there an alternative action
that does not pose an ethical
conflict?

12. How would it look in the
newspapers?

13. What would a reasonable
person think?

14. Does it align with the
company’s core values?

15. Would you be able to sleep at
night?
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(continued)

Benchmarking Success

When measuring the success of a
company’s code of conduct, the
organization’s reputation can be
used as a benchmark. A good repu-
tation can help win customers,
attract skilled employees, and cre-
ate investment and partnership
opportunities. Reputation is impor-
tant because clients want to work
with a business that is known to be
trustworthy, honest, and transpar-
ent. Further, partners will team up
and investors will put money into
companies they believe are trust-
worthy and built on integrity
because these qualities give them a
feeling of comfort and safety.

Communicating the Code
of Conduct to Employees

Informing employees about the
organization’s values and perfor-
mance requires a thoughtful
communications program. It is
important to tell stories, both inter-
nally and externally, that demon-
strate the connection and
relationship between ethics and the
business operations. For example,
an employee with a success story
can become a great spokesperson
to encourage others to follow the
code of conduct and adapt it as
part of the culture. Because employ-
ees also enjoy hearing about, read-
ing, or seeing videos of such peer
success stories, this type of com-
munication can help motivate oth-
ers to take the code of conduct to
heart. These stories can be shared
via the company’s social network
site and both internal and external
newsletters. Another way to com-
municate and excite employees
about the code of conduct is to
schedule training initiatives that

v/ Encourages teamwork

How Does a Code of Conduct
Tangibly Benefit an Organization?

v/ Attracts and retains star performers
v/ Guides and inspires employee decisions
v/ Defines ethical behavior at work

v Creates an emotional connection between
the employees and the organization

v/ Generates a sense of community

v/ Demonstrates to customers that the employees and
members of the organization take core values seriously

v/ Provides stability and a point of reference that can
anchor the organization during times of change

demonstrate the company’s com-
mitment to integrity.

Using Values to Drive the
Business

Organizational values and the code
of conduct should not be repre-
sented as a mandate. Instead, lead-
ers need to inspire employees to
actively build on and own the orga-
nization’s culture and business
goals through example. Messages
and inspiration needs to come from
the top and be continually com-
municated to reflect the culture of
the organization. Department exec-
utives should all collaborate on

rolling out information so that it
has a consistent look and feel.

Best Practices for Creating
a Code of Conduct

When creating a code of conduct a
few items are often overlooked.
Organizations tend to include
behavioral dos and don’ts instead
of writing about the true mission,
values, and vision of the business.
If clear values do not exist and are
not solidified, then engage employ-
ees and ask for feedback. What
would they like to see as part of the
company’s value? What do they
believe the company can build on
and what is missing?
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(continued)

Such exercises can uncover what
employees consider invaluable,
which is very insightful. Employees
tend to know where the problems
exist, and they also understand a
company’s strengths from first-
hand experience. Employees can be
a company’s best advocate if they
feel good about where they work
and have confidence in the com-
pany’s commitment to integrity.
They also can be a company’s
worst enemy if they are dissatisfied
in some way. Reputation begins
within the home and heart of the
employees, i.e., those that know
the company the best.

When building your code of
conduct, do not over complicate it.
Try to keep it simple and to the
point. Provide examples of ethical
and unethical behavior (i.e., sample
scenarios) and offer training ses-
sions where the audience can
role-play to better distinguish what
is and is not ethical behavior. Pro-
vide clear explanations and
expectations for why some things

The core values of a company are a way to

spell out the beritage, culture, and future of the
company. They are a way to help employees
connect together to create a shared responsibility.
Defining these values helps define the culture.
Depending on the way the organization’s culture
is shaped, this is what influences the business
practices that drive the employees thirst for
innovation, growth, and productivity.

are not considered ethical behavior.
Review and apply the different
legal practices to consider where
your employees conduct business.
Make sure employees understand
that corporate ethical standards are
also based on corporate rules. For
example, while in some countries
gift giving, gratuities, and bribery
might be acceptable, these practices
are not acceptable for U.S.-based

Valeh Nazemoff

Senior Vice President
Acolyst

businesses, even when conducting
negotiations across seas.

Finally, every company should
have a formal process in place and
an appointed compliance and eth-
ics individual or team to handle
employee questions or concerns
regarding ethical behavior and to
enforce the code of conduct. m
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Current Formal Code of
Conduct

In the seven and a half years I’ve
been with the company, we have
always had a formal code of con-
duct, known as the “Code of
Ethics.” However, I am sure we
have had one for longer than that
given that much of our company is
governed by Sarbanes Oxley and
we are listed on the New York
Stock Exchange.

Our “Code of Ethics,” is part of
the DNA of Iron Mountain. Start-
ing with our strong company values
and clarity about what is important
to our customers, we worked with
some experts to create the Code of
Ethics, which clearly outlines how
we expect our employees to behave.
We understand how important act-
ing ethically is to our business, the
people who work here, and our
customers. It is one of the few tools
that all our employees across the
globe need to sign up for when they
join. It is also published on our
public web site so that it is avail-
able for external interested parties
to see.

We are actually reviewing this at
the moment as we have a very clear
strategy that is taking us into
emerging businesses and we want
to ensure our Code of Ethics is still
fit for our purposes and aligns with
our business growth agenda. So we
are holding focus groups with our

employees to get feedback on the
content, the language, and our use
of this code.

Industry-Specific Concerns
Addressed by the Code of
Ethics

We are a business-to-business com-
pany with many suppliers and
customers. We operate in many
different jurisdictions, in both
emerging and developed markets.
Therefore it is important that we
make sure that everybody, includ-
ing our employees, suppliers, and
customers, are clear about how we
operate as a business and also how
seriously we take certain activities.
We have a dedicated compliance
team who partner with HR and
business leaders to ensure we com-
ply with our Code of Ethics in
everything we do.

Our business is about managing
information and providing our cus-
tomers with insights from their
data. Because we look after some
of their most sensitive assets, their
information, our customers need to
be able to trust that we are protect-
ing them, not allowing anybody
else to get their hands on them, and
also not using them for any other
purpose. Moreover, they feel more
secure because they know that we
are a company that takes conduct
and ethics incredibly seriously. Our

Part of creating and maintaining a desirable
culture is to be absolutely clear about the type
of culture that we want to create, which is an
ethical, transparent environment where people

can flourish.

Anne Best

Senior Vice President, Human Resources,

Iron Mountain International, Iron Mountain, Inc.
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“As a company we are proud of our
ethics and the way we embed them in
our behaviors and work processes.”

» With company since 2006, in current
role since 2009

* Previously served in numerous senior
HR roles at Exel Plc.

* B.A., History, Kings College London

* M.A., Managing Human Resources,
Kingston University Business School

Ms. Best can be e-mailed at
anne.best@execblueprints.com

code is there because our suppliers
also need to know that we comply
with the strictest legislation in
terms of how we do business. This
means we are not open for bribing
or engaging in any other potentially
questionable practices that might
be part of “doing business” in cer-
tain parts of the world.

Accordingly, we invest a signifi-
cant amount of time in training and
communications to ensure that peo-
ple understand our Code of Ethics.
It defines what we expect from our
employees and how we treat one
another in terms of zero tolerance
for harassment, discrimination, or
other problematic behaviors. The
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(continued)

code provides a very clear picture of
what we are like as a business, how
we operate, what type of people we
employ, and how we approach
business transactions.

Integrity is one of our values.
Part of creating and maintaining a
desirable culture is to be absolutely
clear about the type of culture that
we want to create, which is an eth-
ical, transparent environment where
people can flourish. The code gives
us absolute clarity in terms of what
we expect from people and the
treatment/environment they can
expect from us as an employer.

Communicating Code
Changes to Employees

Because it’s so closely aligned to
our company values and services,
we actually have made very few
changes to our Code of Ethics. It
reflects what we are about and how
we conduct business. When we do
update the code we use a number
of communication channels and
training programs to ensure our
employees are aware of the changes
and why we have made them.

For easy access, all of our compli-
ance policies and materials are
stored on our intranet and Internet
sites. When we first launched the
Code of Ethics, we sent a printed
copy to every employee’s home and
asked them to certify that they
would behave in ways that are
clearly outlined in the code. We held
a number of team briefings and pro-
vided e-mail updates from our
senior leaders to demonstrate sup-
port for this ethical approach to
business. We also ask every employee
to complete an online refresher
training program which informs
them about any small changes.
Finally, we display value posters in

Benchmarking the Success of Your Code

Tracking a Code of Ethics’ success can be challenging. We focus on making
sure that it is actually doing what we want it to do. For example, when we do
new employee orientations, we include a short quiz about whether or not people
have actually received the answers they need. Content on the Code of Ethics is
included in the annual online training that we do for everybody. This training also
includes a quiz to determine if people are understanding the key points. Those
who don't answer everything correctly have to take it again.

At one level | think you can track people’s knowledge about the code and
whether or not they understand it. Our Employee Survey also gives us some
information; we ask how well our company values are embedded in our organiza-
tion, and over 85 percent of our employees give us high marks.

all our sites reminding our employ-
ees and customers about the
behaviors that are critical to our
success.

In addition, we have recently
launched an “Ethics Helpline”
that enables our employees across
the globe to report any concerns
about behavior that is not aligned
to our Code of Ethics. We provide
this in 32 countries and tailor it to
local legislation to ensure we are
complying.

We continually look for oppor-
tunities to reinforce the values and
the Code of Ethics. We have a rec-
ognition program across the business
that recognizes people for behaving
in a way that is consistent with our
values. We consistently look for
opportunities to promote and com-
municate behaviors that model our
Code of Ethics so that we can rein-
force how important the code is to
our business and customers.

Challenges in Implementing
the Code Internationally

Establishing a Code of Ethics and
simply telling people that it is impor-
tant will not make it successful. We
also want the code’s content to be
as consistent as possible across our
business sites. However, this can be

a challenge in markets with different
laws and business practices. The
compliance team works with local
legal teams and business leaders to
clearly define our Code of Ethics.
Once this is defined we produce
materials in local languages and
train our employees.

Each year our audit team con-
ducts reviews in our different
markets to ensure that we are com-
plying with the code. Anomalies
are quickly reported and the busi-
ness leaders work together to
resolve them.

We also have an ambitious
merger and acquisition strategy to
drive growth for our business.
Introducing the Code of Ethics to
new businesses that we buy can
take time. We aim to embed the
code in all our processes and make
our new employees aware of the
code during their introduction to
Iron Mountain. While I think some
countries are better than others at
complying with the code, we are
not complacent and aim to work
with newly acquired businesses to
make it relevant and embed it into
their organization as quickly as
possible, and proactively manage
the risks during their transition
journey to becoming a true Iron
Mountain business. B

© Books24x7, 2014

Anne Best ExecBlueprints 18



Ideas to Build Upon & Action Points

I. What Should Be Included in a
Company’s Code of Conduct?

Codes of conduct (or ethics) can be defined as
written documents that include standards to
guide employee and corporate legal/ethical
behavior. Invaluable tools for enhancing organi-
zational compliance, they create frameworks for
responsible decision making and provide a
strong foundation for an ethical workplace.
While each code should be tailored to the specif-
ics of the organization and industry, typical
content includes:

* The organization’s ethical values

e Practices for complying with industry rules
and regulations

e Procedures for protecting information,
communications, and intellectual property

Policies that define and protect:

e Whistleblowers

* Religious beliefs

e Policies that define and prohibit:
® Bribery and gift giving

* Nepotism

e Discrimination

e Sexual harassment

*  Violent conduct

e Political activities

¢ Drug and alcohol use in the workplace

e Disciplinary consequences for
noncompliance with the code

e Endorsement(s) from company leadership

1. The Bottom Line

There is no question that ethics should be con-
sidered important for its own sake. However,
organizations can also derive significant tangible
and intangible benefits from establishing an
ethical workplace and corporate culture, which
begins with the articulation of a code of conduct
(or ethics). Such boons include:

e Reputation for being trustworthy, honest,
and transparent that naturally attracts star
performers, investors, and customers

e Positive emotional connection between
employees and the organization, leading to
higher levels of loyalty and commitment

e Heightened sense of community and the
importance of teamwork, and a reduced
focus on selfish motives

e Lower incidence of employee misconduct

e Fewer fines, penalties, and other legal
actions levied against the organization

Illl. Must-Have Additional
Components to an Ethics and
Compliance Program

While codes of conduct should be considered
necessary for every firm, they are insufficient by
themselves. In addition to codes, comprehensive
ethics and compliance programs should include:

° Mandatory ethics training for new
employees and refresher training for all
employees (preferably conducted by
managers)

e A compliance or ethics officer who reports
to the board, not the CEO

e An around the clock system for reporting
misconduct and violations

e Safe-harbor policies that prohibit
retaliation against employees who report
violations

e Active administration that includes
enforcement, ongoing reviews, and
continuous updating

e Policies, procedures, and practices that
incorporate core ethical values (e.g.,
trustworthiness, accountability, caring,
citizenship, respect, and fairness)

e Recognition programs that reward people
for ethical behavior

IV. The Golden Rules for Motivating
Employees to Comply with the Code

Employees can be a company’s best exemplar of
ethical behavior if they feel good about where
they work and have confidence in the company’s
commitment to integrity. And a code of conduct
can guide individuals to make the right decisions
in difficult situations. However, to prevent codes
from being viewed as mere window dressing,
companies need to provide other supports for
ethical behavior, including:

e Making sure that the company spends
adequate resources on compliance
education, prevention, and enforcement

e Ensuring that the code is quickly accessible
to and readily understood by all
employees, i.e., posting it prominently and
translating it, if necessary, into local
languages

e Inspiring employees through the sharing of
real stories that demonstrate the
connection between ethics and business
operations

e Eliciting employee feedback on the code’s
content: What should the company build
on? What is missing?

¢ Disseminating messages from leaders that
the company is committed to complying
with applicable regulations and doing the
right thing

e Addressing infractions swiftly and clearly

e Sharing actual decisions by leaders where
they have demonstrated that ethics takes
priority over profits if conflicts occur

V. Essential Take-Aways

Creating and enforcing a code of conduct that
will be upheld and enforced across your entire
organization can seem like a daunting task.
Though it is important for companies to tailor
their own code to specific business goals and
industry requirements, leaders should consider
the following guidance when developing their
codes in order to fully realize the substantial
benefits that they can provide:

e Collaborate with leadership during the
development process to ensure that they
are committed to building and sustaining
an ethical corporate culture.

e Conduct a values survey among employees
and managers to determine the
predominant core values operating within
the firm.

e Invite employee participation in
development of the code through cross-
departmental focus groups.

e Develop a code that adheres to applicable
law(s) and will apply also to your network
of suppliers and third-party vendors.

e Keep it simple: ensure that the code is
written in the appropriate tone, length,
language(s), and reading level to enable
understanding by all members of your
organization.

e Begin with a mission statement that
emphasizes values instead of rules, and
include content that conveys a sense of
purpose and commitment.

e Provide relevant examples of ethical and
unethical behavior generated from both
employees and managers.

e If you operate in many regions and/or
countries, craft a universal code of conduct
that can reasonably accommodate local
variations in cultural norms.

e Incorporate a clearly articulated
whistleblower policy to help bolster a
culture of open and honest communication
regarding ethical concerns.

¢ Include well-defined processes to monitor,
manage, and escalate issues.

e Review the code regularly and update as
necessary. ll

© Books24x7, 2014

Ideas to Build Upon & Action Points ExecBlueprints 19



Ideas to Build Upon & Action Points (continued)

10 KEY QUESTIONS AND DiscussiON POINTS

0 How long has your company had a formal code of conduct? What led to its creation? Was it required by
regulation (e.g. Sarbanes-Oxley)? Was it required by an exchange listing (e.g. NYSE or NASD)? What were the
main goals of the code of conduct at the time of its creation?

a How frequently is the code of conduct revisited and updated? What events or considerations drive updates? Who
is involved in continually evaluating the code of conduct? Why are those people involved? How has the code of
conduct changed in the last three years?

How can a code of conduct help your company avoid legal and regulatory violations? What regulations or laws
are of particular concern? How are they addressed in the code of conduct? What industry-specific concerns are
addressed by your code of conduct? Do you think this is typical of other companies in your industry? Why or why
not?

How can a code of conduct help your company to fulfill its mission and values? Are your company values stated
within the code of conduct itself? Why or why not? How do the company’s mission and values inform other
aspects of the code of conduct? How do your company values influence business practices?

How can a code of conduct articulate your company leadership's approach to doing business? How can
company leadership show the staff that they take the code of conduct seriously? Does your CEO communicate
with the company regarding the code of conduct? How does high-level commitment affect employee compliance?
How do you ensure that employees know that the company will support their actions as they strive to uphold the
code of conduct?

How can a code of conduct help your company to create and maintain a desirable culture? How does the code of
conduct address interpersonal conduct? Does this include issues like conflict and sexual harassment? How does
it address interactions between employees and managers? What other aspects of the code relate to culture?

How can a company code of conduct serve as a set of guidelines for employee behavior? Does it clearly lay out
acceptable and unacceptable practices? What are the consequences for violating the code of conduct? Are
those consequences spelled out for employees”? How can the code of conduct give employees guidance in
confusing or ambiguous situations?

code part of the on-boarding process for new employees? Do employees sign a pledge to maintain the code of
conduct? When changes are made, how do you communicate them to your employees?

How do you communicate with shareholders and the public regarding the code of conduct? Is it publicly available
(e.g., on your website)? How do you ensure your shareholders understand the goals of your code of conduct?

Who is responsible for ensuring company compliance with the code of conduct? Does this responsibility fall to
the HR team? To a designated compliance officer? Does the code of conduct provide protections for employees
who report violations? If so, how are these protections communicated to employees?

e How do you communicate with employees regarding the code of conduct? Is mandatory training regarding the
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