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SPEAKING UP

THIS QUARTERS LETTER FROM THE EDITOR

Dear Readers,

Culture could very well be the ‘compliance word of the year’ for 2017.
The best ethics and compliance leaders today are becoming more
and more focused on the ‘why' of compliance, and how ethics and
compliance programs help enable business operations around the
globe rather than being an onerous box to check.

One of the key ways that chief compliance officers can do this is by
using their programs as a means to measure the pulse of the orga-
nization and its culture. How engaged is the global employee popu-
lation? What are their perceptions on issues such as the company’s
commitment to its code and values? And is there a sense of strong
organizational justice? Approaching culture from this angle not only
helps the company avoid compliance trouble, but also creates a gen-
erally more open, dynamic and motivating environment.

The only way to truly understand the culture of a company in this
way is to be engaged with it. The best compliance leaders are con-
stantly putting in face time with the workforce — even if that means
racking up too many frequent flier miles traveling to far flung places
— getting to know the objectives of the other senior leaders across
the company, and being a strategic advisor to the business. Further,
they're encouraging other executives and managers to take the same
attitude. The leaders who do the opposite, and follow the path of the
‘three wise monkeys' to see no evil, hear no evil, and speak no evil,
quickly will find their companies’ cultures in disarray.

For this issue, we invited leaders who have had experience and suc-
cess measuring and building their companies’ cultures to share in-
sight into some of the lessons they've learned throughout their ca-
reers, and to give feedback and advice into what other leaders can do.

In the following pages you will hear from the CEOs of Avnet and Mil-
liken about how they've approached culture at the companies that
they now lead. Laura Lang, board member of VF Corporation, tack-
les how boards can influence culture. Additionally, recently-depart-
ed Compliance Counsel Expert for the U.S. Department of Justice's
Fraud Section Hui Chen writes her first published piece since her
departure, outlining a strategy for companies seeking to live up to
their values in international settings.

As ethics professionals seek to have a broader impact on their orga-
nizations, we'll have to follow the paths outlined by these contribu-
tors and others to engage the entirety of organizations. Only then
can leaders ensure they have the right level of engagement from
across the organization, and that their companies’ cultures are well
positioned to move the business forward.

Stefan Linssen

Ethisphere
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MOUTHING OFF

THIS QUARTER'S LETTERS TO THE EDITOR

Write to us at: info@ethisphere.com or at Ethisphere Magazine, 6991 E Camelback Road, Suite B-350 Scottsdale, AZ 85251

RESPONSES TO ETHISPHERE MAGAZINE'S WORLD'S
THE WORLD'S MOST ETHICAL COMPANIES | |  MOST ETHICAL COMPANIES ISSUE

INTRODUCING THE COMPANIES WHO MADE THE LIST IN 2017
FEATURING: STARBUCKS, MARKS & SPENCER, KAO CORPORATION, KENNAMETAL AND MORE

S I H E R E I appreciated the deep dive that you took into Microsoft's

G00D. SMART. BUSINESS. PROFIT: Qo culture and practices around ethics this issue. It was particularly
interesting to hear how one of the world's leading technology
companies is able to leverage big data and present it in a way
that's useful for their risk and ethics teams. There are tangible
takeaways for any company here. — Maurice D.

Erica Salmon Byrne's insights were spot on, as always. I especially
appreciated the explanation of organizational justice as “the
Animal Farm test.” It's pithy, but also important. At many
companies, some animals really are more equal than others, and
it's never good for a culture. - Tracy K.

ETHISPHERE EVENTS

I'm interested in your programming, but my company is not based
in North America. What international opportunities do you have?
-RajivG.

Ethisphere Response: We have a slate of events and BELA
roundtables around the world annually. We have upcoming
roundtables in Frankfurt and Tokyo, and we will be bringing back
our annual London Ethics & Compliance Summit on October 26th
this year. Additionally, this year on November 13th we will be hosting
the first India Ethics & Compliance Forum in Mumbai.

HOSTING AN ETHISPHERE EVENT

My company is interested in hosting a roundtable or similar
event with Ethisphere to bring together ethics and compliance
professionals. How would we make that happen? - Sigfried

Ethisphere Response: Ethisphere hosts many events, roundtables
and conversations throughout the year in conjunction with partner
companies all over the world. If you'e interested in hosting such an
event at your own company, please contact us at events@ethisphere.
com for more information.

08 ETHISPHERE.COM






BY THE NUMBERS

TACKLING HOW TO MEASURE CULTURE

Nearly half (49%)
incorporate formal review
of the culture’s ethics as
part of investigations.

o

Ethisphere's World's Most Ethical Companies® revealed that companies take a wide
variety of approaches to the challenge of measuring ethics in their corporate culture.
Many start by asking employees, either as part of broader HR processes or in ethics-
targeted conversations. Others go a step further, factoring in the results of their
investigative and training processes.

Nearly three-fourths (73%) Two-thirds ( ) hold Most ( ) conduct a survey
review conversations around employee focus groups or dedicated solely to measuring
the company on social media. interviews. employee perceptions of

cultural ethics.

o

Source: Ethisphere’s Early Insights from 2017 World's Most Ethical Companies®

ETHISPHERE.COM






THE GOOD AND THE BAD

PAPER BAGS AND PROFIT PROPELLERS

Paper Bags are given to companies and Profit Propellers are awarded to companies
organizations that are involved in, or ﬁ and organizations that have recently done
have attempted to cover up, scandals, something interesting, innovative or brave in
violations or other embarrassing events. the area of ethical leadership.

UPS gets a profit propeller for its announced deployment
o of a prototype extended range Fuel Cell Electric Vehicle
(ECEV) in its Rolling Laboratory fleet of alternative fuel
socccese and advanced technology vehicles. UPS is working with
the U.S. Department of Energy and other partners to
design a zero tailpipe emissions delivery truck that meets
the same route and range requirements of the company’s
existing conventional fuel vehicles.

Tesla gets a profit propeller for opening preorders for
two solar roof designs to be made available this year. The
roofs offer superior cost, performance and reliability
in comparison with previous attempts. The company’s

solar roofs are made of glass shingles indistinguishable
from traditional roof tiling. While costs run 2 to 3 times . o0 :
more, the company is offering a warranty for the lifetime : greeeseseeeneeee
of the home and says homeowners can save more than s B
$38,000 in electric bills over 30 years. *eeecccnecces® .
In an incident that went viral in April, United
o % Airlines earned a paper bag when on a Lou-
00 isville, Kentucky-bound flight from Chicago

OHare International Airport, a passenger
was dragged down the aisle by Chicago De-
partment of Aviation security officers. On
: video posted on social media, the passenger
: refused to give up his seat to accommodate
. crewmembers needed for another flight from
Louisville. The passenger and United have

since reached a confidential settlement.

The City of Seattle earns a profit propeller for its launch of
the First in Time Rule, which is designed to combat housing
discrimination in rental markets. Landlords will publish the
criteria—including proof of income, credit scores, rental history

and positive references from past landlords—and must offer the
unit to the first prospective renter who meets them. The city will
begin enforcing the ordinance in July.

Do you know of a recent news story you feel should be awarded a Paper Bag or Profit Propeller? Send your ideas to

ETHISPHERE.COM






AROUND THE CIRCUIT

14TH ANNUAL COLLEGIATE ETHICS CASE COMPETITION

“The Center for Leadership Ethics
is getting the message of what we
do, and what were all about at
Ethisphere, to the next generation of
business leaders,” said Douglas Allen,
Managing Director with Ethisphere’s
Data & Advisory Services group. “It's
a natural way for us to be engaged.”

Although these days the case
competition has an international
footprint, it began with humbler
roots. When Dr. Paul Melendez was
developing the first business ethics
course at the University of Arizona
in 2003, he was breaking new ground.
Looking for a way to make the
principles and ideas his students
were studying feel more tangible, he
decided to put his class through a
case competition, where they would
be presented with thorny ethical
situations that might confront a
business leader. The teams were
given some time to study the case
and perform an analysis of it,
before presenting their findings and
recommended solutions to the class.
The winning team would receive a
$500 prize.

In a unique twist, Melendez based
the competition format on the NCAA
basketball tournament, with an
“Ethical Four” advancing. The format
was an immediate hit, as Melendez
recalls. “They said, ‘We love this, we've
never done anything like it. Can we
do it again? And when our Board
Chair Ron Sable found out, he wanted
something more impactful too.”

: ¢ In just a few years, the collegiate competition exploded from

In October, Ethlsphere Sponsored the i half a dozen teams in a single class, into a statewide event, and
1 1 113 : eventually drew schools from all across the western half of the
Colleglate EtthS Case Competltlon country. At its peak, the competition had 36 schools. Since that
hosted by the Center for Leadership time, Melendez has pared down the numbers a bit (this year's
. . i . , :  competition had 25 teams) while going international, developing
Ethics at the UanGI'Slty of Arizona's i relationships with several universities in Mexico and Canada.
¢ While similar competitions have popped up across the country,

Eller COllege of Management. The the CECC stands out by remaining purely for undergraduates and

writing new, unique cases every year.

competition featured teams from
twenty-five different universities from
Ethisphere began its support for the Center and the Collegiate

across the US, Canada and Mexico, Ethics Case Competition in 2015, when CEO Tim Erblich met
wh o h a d ea Ch prepare d a pres entati on Melendez as the keynote speaker at the Center’s Executive Ethics

¢ Symposium. ‘I was very intrigued by the Ethics Quotient concept,”
: i Melendez explains. “There was mutual interest, and since were
based on an ethics case. i both in the ethics space there's lots of synergies.” According to

Ethisphere Offers Support

14 ETHISPHERE.COM



Board Chair Ron Sable, “Dr. Melendez's vision for ethical issues to
be debated in international competition makes for a wonderful
partnership with Ethisphere.”

Now, Ethisphere’s Douglas Allen serves on the board of the
Center for Leadership Ethics and as a judge at the competition
every year. “Paul graciously offered a seat on their advisory board
to me, and as an Eller College of Management alum I couldn't
say no, so I got a chance to get involved,” Allen said. “They put
business ethics in practical terms that students understand,
especially with Paul's case method. It's great to see these kids
dive in headfirst.”

While many other case competitions draw from Harvard Business
School's extensive archive, Melendez insists on writing his own.
“The advantage to using cases like that is that theyre high-quality,
easy to acquire and read. The downside is that students have
the same access as professors.” To avoid that problem, Melendez
writes a new case every year, which is released to all competing
teams at the same time several weeks before the competition.

The most recent competition’s case centered on current events,
from which Melendez often draws inspiration — recent cases have
examined Uber's business practices, corporate inversions, and
the ethics of employer-sponsored wellness programs. This year,
students focused on the thorny ethical dilemma faced by Apple
after the San Bernadino shooting: how do companies balance the
need and desire to help law enforcement access information with
the knowledge that any hacking techniques may eventually be
learned and employed by more malicious actors?

The students rose to the challenge. This year's winning team
came from the U.S. Naval Academy, with runners-up from Simon
Fraser University (SFU) in British Columbia. “Our second-place
finish at the competition confirmed that others believed in our
recommendation of creating a responsible encryption system,”
SFU student Sophie Dee wrote.

Ethics Winners Come to GES

In addition to Allen’s role as an advisor to the CLE and a judge at
the competition, this year Ethisphere also offered another bonus

to one successful team from the CECC: the runners-up from
SEU, Sophie Dee and her partner Rhythm Tang, received the
opportunity to travel to Ethisphere’'s Global Ethics Summit, held
every March in New York City.

Dee, a student in the class of 2018 from SFU’s Beedie School of
Business pursuing a BBA in Accounting, was thrilled to have
had the opportunity to engage with actual practitioners in the
corporate ethics space. As she put it, “Reading about the ethical
decisions and problems organizations face from textbooks and
newspapers paled in comparison to hearing the speakers at the
Global Ethics Summit.”

Although business ethics courses are far more common now
than they were even a decade ago, Dee notes how they often still
treat ethics as being wholly separate from profit. “My coursework
doesn't touch on the business benefits from investing in ethics.
During the Global Ethics Summit..speakers explained how their
organizations have seen higher employee retention, stock price,
easier recruitment, and higher customer retention from investing
in ethics. This session helped open my eyes.”

As many have noted, younger workers increasingly expect
their workplaces to align with their ethical standards, and our
winners are no exception. “Being proud of the company I work
for has always been important to me,” said Dee. “Having an
ethical culture plays the main role in that..no one wants to work
somewhere they do not feel comfortable.”

Ethisphere congratulates last year's winners and is looking
forward to supporting the Collegiate Ethics Case Competition
in the future. Although Melendez won't say what this year's
case topic would be, he promises that it will be as relevant as
ever. Ethisphere is proud to help expose the next generation of
businessleaders to the clear, verifiable benefits of a commitment
to ethics for businesses and society as a whole.

ETHISPHERE.COM



BOARDS &
GOVERNANCE

Diversity is Everything // 54 C For the Long-Term //18

iz

TOPICS COVERED // Diversity & Inclusion 7

Fzzz4

So what's really behind this drive for di-
versity and inclusion (D&I)? In a word:
competition.

NN\

Companies across all sectors of the econ-
omy are being pushed by rapid changes in
technology, demographics and the global
marketplace to adapt and respond quick-
ly to the demands of consumers. These
consumers are paying attention not just
to the price and quality of goods and ser-
vices, but they are also watching very
carefully, in real time, for reputational
missteps. Every day we see a major brand
taking a hit, with the possibility that cus-
tomers who leave will never come back.
The marketplace is more competitive
than ever before.

Though far from the only demand, di-
versity is one important expectation in
modern commerce. Customers, especially
younger ones, expect to see diversity re-

DIVERSITY IS EVERYTHING [ISitagho s
i board composition, corporate leadership,

marketing, customer service and their
choice of outside counsel.

Competing for Customers, Clients and Talent

Since the launch of the Leadership Coun-
) : sel on Legal Diversity (LCLD) in 2009, we
Written by Robert J. Grey, Jr. i have worked with our 265 member orga-
¢ nizations, which include many large law

firms along with corporations, to develop
a wide range of action programs to help

The legal pI'OfESSlOHS Challenges with leEI'Slty are : diverse legal talent advance toward the

.. ¢ ranks of leadership. A big part of this is

well documented. As traditional centers of power, . establishing and maintaining a robust
. . . . . . : dialogue around D&I in the profession.

influence and wealth in America, big law in particular

. . . . i In 2017, we are seeing more and more

has seen little reason to bring diverse attorneys into . corporate legal departments engaging

. . . i in frank, meaningful discussions about

its ranks, even as it slowly admitted women. But the © diversity with their outside counsel. Be-

. i cause corporate clients have sophisticated

world has evolved. Younger generations of lawyers— | tools at their disposal to analyze true di-

. . .. i versity, these conversations go far beyond

and more importantly, clients—are driving law firms | completing some chart in an REP show-

. . : ing the minorities and women on staff. To

and legal departments to find and retain diverse talent : make the cut these days, firms must show
i areal commitment to bringing diverse at-

at all levels. i torneys into the client relationship.

[CH | ETHISPHERE.COM



At LCLD, we're beginning to see a much

more analytical, data driven approach to
the development of a diverse talent pool.

Clients are not just taking outside firms’ :
word for it, but are deploying power- :
ful data analytics tools to track the race, :
gender and ethnicity of the lawyers who
work on their business and the amount :
of work and leadership opportunities :

they are afforded.

For example, HP, an LCLD Member, an-
nounced earlier this year that it would :
start withholding fees from law firms :

that don't meet diversity requirements.

They will withhold up to ten percent of

invoiced charges from firms who fail to
bring in at least one diverse relationship

partner or at least one woman and one
“racially/ethnically diverse’ attorney, to :
perform at least ten percent of the bill- :
able hours on HP matters. In a recent :
interview with Bloomberg, HP General :
Counsel Kim Rivera said she has already
been contacted by a number of other :
Fortune 500 companies with an interest :

in developing a similar program.

In the race to meet these new demands,
law firms and in-house legal departments
are now competing fiercely to recruit :
women and ethnic and racial minorities, :
who historically have had much higher :
rates of attrition from the profession than :
their white counterparts. To counter this, :
law firms and others in the profession are :
now investing in programs that supporta :
diverse group of young lawyers from law

school through leadership positions.

LCLD is doing our part. Last year we
launched a new initiative, the Pathfinder :

A

—{ @ And We Quote }—

\\‘
N

He who is different from me
does not impoverish me, he
enriches me...for no man seeks
to hear his own echo.

- Antoine de Saint-Exupery

LCLD’s goal has always been simple: to create
a legal profession that is as diverse as the

country we serve.

T

Program, to serve diverse young attor-
neys early in their careers, which can be a
particularly challenging time when many
decide that practicing law is not for them.
And throughout our history, hundreds of
attorneys and law students have benefit-
ted from our LCLD's Law School Mentor-
ing, IL Scholars, Fellow and Fellows Alum-
ni programs; the vast majority of these
lawyers credit LCLD with making a real
difference in their careers.

LCLD is not the only organization work-
ing to drive change, of course.

This summer, for example, the New York
City Bar Diversity Leadership Program
is convening 50 associates in this same
at-risk career phase—from the fourth to
eighth years of practice—for the inaugu-
ral Associate Leadership Institute. Host-
ed by the City Bar's Office for Diversity
and Inclusion and taking place over the
course of five Fridays, the program will
include workshops and keynotes on sub-
jects such as executive presence and com-
munication skills, rainmaking, mentoring
relationships and career planning.

Key to this effort is that it was created
and is led by a diverse group of young
attorneys, with older associates sharing
their successes with those more junior.
The cost of the program is covered by the
City Bar and twenty eight New York City
based firms who recognize the value of a
deep talent pool representing a diversity
of experiences and perspectives.

I'm often asked how I define diversity. My
answer is that it's everything. It's gender,
ethnicity, sexual orientation, nationality
and educational background. Everyone—
including white men—brings something
to the table.

Diversity's power goes to the heart of
what makes the legal profession so im-
portant to society. When a company faces
a complex legal issue, a homogeneous
team will find a solution that is based on
a limited point a view, a single lens.

But when a diverse team is tasked with
solving a complex problem or crafting the
best deal, they bring all of their many varied
experiences and talents to bear on finding
the very best solution. Because they have

examined the problem from many angles,
through many lenses, the client's business
interests will be protected and advanced in
ways they may never have considered.

Firms and in-house teams who understand
this and meet the expectations of the mod-
ern world will remain highly competitive in
uncertain and fast moving times.

That's an apt description, by the way, of

the companies and law firms who joined
forces in 2009 and built the Leadership
Council on Legal Diversity. LCLD’s goal
has always been simple: to create a legal
profession that is as diverse as the coun-
try we serve.

4

4{ @ Facts & Figures }7

0)

90: the percentage of LCLD
Member organizations that
participate in at least three of its
programs, under a requirement
to sign a statement of personal
commitment to action.

Source: LCLD

@ Author Biography

Robert J. Grey, Jr. is the President of the
Leadership Council on Legal Diversity.
He is also a Senior Counsel Emeritus

at Hunton & Williams LLP. Robert is a
former president of the American Bar
Association, and was appointed by
President Barack Obama to the Board of
the Legal Services Corporation.
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FOR THE LONG-TERM

Laura Lang on shaping long-term strategy and
fostering a culture of integrity

Written by Laura Lang

TOPICS COVERED
/| Strategy & Governance

The best boards provide a strategic compass for
their organizations—helping to oversee their future
direction in the near and long term. I believe deeply

their organizations' vision and values. As a member
of the board of VF Corporation, a global leader in

branded lifestyle apparel, footwear and accessories, I

our organization.

that the best boards also serve as a moral compass for

am deeply invested in the culture of our board and of

A\

I couldn't be prouder that one of VF's cul-
tural hallmarks is the pervasive integrity
that drives our actions and is the founda-
tion of all of our business practices. As a
board, we are keenly aware that we set
the tone, not just with our words, but
with our actions. The areas we choose to
focus on are intentional and always driv-
en by our guiding principles. We choose
to take a long-term focus, and we choose
a culture of integrity.

We shape strategy.

First and foremost, our board focuses
on business strategy and the creation of
shareholder value. One of the most criti-
cal roles is overseeing the development
and monitoring of goals and actions
against our long-term business strategy.
VFE introduced its 2021 Global Business
Strategy in March 2017, after a year-long
process that included extensive board in-
volvement.

We promote diversity and inclusion.

Diversity is a critical focus for our board
and a major driver of our long-term strat-
egy. VF's diversity—among our people,
our brands, and our consumers—is a
source of competitive strength and orga-
nizational pride. As we look to the future,
we are committed to ensuring a diverse
and inclusive workplace, which includes
everybody, from the line workers in our
factories to our senior leaders and board.
As a global company that operates in
more than 100 countries, we have unique
access to a vast array of perspectives. Tap-
ping into this range of perspectives en-
ables us to achieve better outcomes and,
ultimately, greater shareholder value.

One of many ways we demonstrate our
unwavering commitment to diversity and
inclusion is our 2016 commitment to join-
ing the Paradigm for Parity coalition. By

joining, we committed publicly to achiev-

ing gender parity in our corporate leader-
ship by 2030. We're putting a stake in the
ground that establishes our organization
as committed, transparent leaders in this
space. We also are actively engaged with
the Human Rights Campaign, a leading
organization advocating for lesbian, gay,

ETHISPHERE.COM




Boards & Governance

bisexual, transgender and questioning
(LGBTQ) equality. Both these commit-
ments foster a diverse culture that en-
courages creative and unique business
perspectives.

We take a long view of board and
leadership succession.

We think long-term about board succes-
sion. The fact that we have a mandatory
retirement age of 72 gives us a unique op-
portunity to plan ahead for board refresh-
ment, and ensures that our board reflects
where our company is going strategically.
We have three female directors on the
board and expect that number to grow as
we achieve our Paradigm for Parity mile-
stones and enact our diversity goals.

Another protracted focus of our board
is thoughtful and deliberate CEO suc-
cession planning. VF recently completed
a long-planned and well-executed CEO
transition. VF's former CEO and current
executive chairman, Eric Wiseman, iden-
tified a slate of potential successors and
presented them to the board shortly after
he assumed the CEO role in 2008. Over
several years, our board had continual
discussions and engagement with our
potential CEO candidates. Based on that
extensive process, we selected our new
CEOQ, Steve Rendle, who began his role on
January 1, 2017. Steve has already begun a
similar succession planning process with
the board.

We commit to corporate social
responsibility.

We recognize that sustainability initia-
tives, from climate change to workers'
rights, drive value as well as a culture of
integrity. Worker safety is a particular fo-
cus for VE, and we are founding members
of the Alliance for Bangladesh Worker
Safety, an organization that shares our
organization’s steadfast commitment to
worker safety across the supply chain.
Our work with the Alliance has granted
us new insights about factory safety that

& Facts & Figures
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VF has a footprint in
countries worldwide.

Source: VF Corporation

we have extended across our global sup-
ply chain, which includes more than 1,000
supplier factories. In addition, through
VF's Responsible Sourcing program, we
are sharing VF's values-driven internal
manufacturing model with our contract
suppliers to positively influence our sup-
ply chain and the industry.

We recently added formal oversight of
VF's sustainability activities to the Nomi-
nating and Governance Committee char-
ter. This gives our board the opportunity
to closely oversee key programs and de-
velopments in these areas, which are so
important to our company’s integrity.

We carefully consider risk.

As a board, we continually size up the
challenges and disruptions that risk im-
pacting VE. To make sure weTre on top
of these risks, our board oversees risk
assessments and audits focused on the
achievement of our strategic plan. Ensur-
ing this commitment is the board’s part-
nership with external auditors to better
understand how the company addresses
identified risks.

When boardroom issues arise, as they
inevitably do for any company, a forward-
looking board must continually ask: How
does this decision fit with our overall
long-term strategy? It's the board’s role
to do what's truly best for the company;,
which includes building shareholder val-
ue over the long term and not just quar-
ter-to-quarter.

In so doing, we set the tone. It's an honor
and a big responsibility. We do our best to
lead with independence and accountabili-
ty, and ensure that management achieves
meaningful progress against the initia-
tives that underpin VF’s culture of integ-
rity. Our ethical culture is central to VF's
strategy and shareholder value. Actions
always speak louder than words, and I'm
deeply proud of the actions we're taking.
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iln Stats & Data

Board Performance
Evaluations Should Be Regular

One necessary component

of a strong board is ensuring
that all board members are
contributing well to their
governance duties. That makes
periodic efforts to measure

the board’s performance, both
as a group and as individual
directors, imperative.

How frequently does
your company conduct
performance evaluations
of the Board or individual
directors?

Annually, Full board

Annually, Individual Directors

|

@®--4%

]

Every 2+ years, Full board

I. 9%

Every 2+ years, Individual Directors
Ad hoc, Full board

Ad hoc, Individual Directors
1

? 2%

No eval., Full board

B -

No eval.,, Individual Directors

Conclusion: Companies are
much more likely to conduct
performance evaluations of
their entire boards than they
are to review the performance
of individual board members.
However, individual performance
on the board is just as important
as individual performance in
any executive role, and board
and committee functions can be
hampered by underperforming
board members.

Source: Ethisphere’s Early
Insights from 2017 World's Most
Ethical Companies® Honorees
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CONVERSATIONS
ON CULTURE

A Strong Culture Comes from
Engaged Leaders

[llustration by RJ Matson

Creating an ethical corporate culture is certainly a momentous achievement, but it’s
never the finish line. Cultures require constant vigilance to ensure that the right values
remain ingrained in every aspect of operations across an organization and that new
trouble spots don't develop.

Creating and then sustaining an ethical culture is not just a job for the ethics and
compliance team—to be truly successful, it requires buy-in from employees at all levels.
In the following pages, we explore strategies for accomplishing this goal. We lead off
with Hui Chen, until recently the U.S. Department of Justice's Compliance Counsel
Expert, who lays out one approach for organizations working across cultures. Other
contributors discuss making your ethics central to your corporate identity, as well as
effectively measuring and communicating your ethical commitments to employees.
We also get a sense of the bigger picture: ethical corporate cultures don't just generate
returns for individual companies, but for entire societies. Turn the page to find out more.
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THE CRM OF ETHICS
& COMPLIANCE

Toward a New Cross-Cultural
Approach for Global Organizations

Written by Hui Chen

As a compliance officer in global
corporations, I had often been on the
frontlines of culture clashes, trying

to implement corporate compliance
requirements that were perceived as
inconsistent with local cultures. From
Beirut to Rio to Shanghai, the refrains
were constant: “In our culture, people
don't speak up’; “in our culture, gift-
giving is important”; “in our culture, you
always give business to your friends
and family.”.

7

In his best-seller Outliers, Malcolm Gladwell de-
scribed cultural clashes that led to deadly conse-
quences. In highly formal and hierarchical cul-
tures, airline cockpit crew were often reluctant
to speak up to the commanding captain, even to
warn of impending disasters. Gladwell described
how this cultural phenomenon contributed to
crashes from Korean Air in Guam to Avianca in
New York. To help readers understand just how
hierarchical the culture was, Gladwell recounted
an incident when a Korean Air first officer made
a mistake, and the captain reportedly struck the
first officer with the back of his hand!

The remarkable story in Outliers, however, was
the turnaround. Korean Air went from having a
crash rate seventeen times higher than its Amer-
ican contemporaries in the 1980s and 1990s to a
spotless safety record since 1999. Gladwell de-
scribed the unlikely beginning of reform: giving
the pilots “an alternate identity” away from the
trappings of their culture by using the English
language in the cockpit.

This “alternate identity” approach is part of a
larger movement in the aviation industry known
as the “Crew Resource Management” — or CRM.
CRM is a set of training and procedures that
focuses on communications, leadership, and
decision-making in environments where human
errors may cause deadly consequences. It is now
not only taught to pilots all over the world, but
also used in fields well beyond aviation, from firefighting to infec-
tion control. It is no exaggeration to say that CRM has transcend-
ed cultures in these fields in ways that saved lives.

Do we, in the ethics & compliance profession, have a way to help
our employees with an “alternative identity” that is consistent
with our companies’ articulated values? If we were to have our
own CRM, what would that look like?

Communications: Listening

I would begin with what Gladwell advocated: acknowledgement
and awareness of the cultural factor. It would serve organizations
well to acknowledge their own cultures as well as the cultures in
which they operate. An organization’s culture is not the set of “val-
ues” printed on the annual report or hung in the lobby: it is every
employee’s innate understanding of “how we do things around
here”, as famously described by the McKinsey organization. Simi-
larly, the culture of a particular society is not the generalizations
in cultural etiquette brochures, but what matters to the people
there and the priorities that guide their choices every day. Under-
standing and acknowledging these cultures have less to do with
slogans and more to do with listening: only by engaging with peo-
ple as human beings do you learn what matters to them and what
makes them tick. As a compliance officer, I always forced myself
(an introvert) to approach random as well as purposefully selected
colleagues simply to get to know them: their personal background,
how and why they ended up working here, what did they like and
dislike, what they thought of their colleagues, etc. These conversa-
tions had helped me identify compliance risks and opportunities
more than any formal survey ever did.

Leadership: Integration
Our CRM might redefine leadership from one that emphasizes

the imposition of a norm to one that integrates different norms.
I have heard many compliance officers, including myself, say: ‘I

pJn
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The values that guide
compliance - honesty,
fairness, kindness -
have their expressions
in every culture.
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Opposite: Hui Chen, in Machu Picchu,
Peru. Photo courtesy of author.
Right: The U.S. Department of Justice,
Washington, DC.

don't care what your culture is, but in our company you have to
do it this way.” I have also learned that people can't just ignore
the societies in which they live. Instead of denying the existence
of a set of cultural expectations, it might be more productive to
tap into the potential ways to leverage that culture. The values
that guide compliance — honesty, fairness, kindness — have their
expressions in every culture. Finding the commonality among
different expressions may be the key to unleash the cultural
potentials for the benefit of ethics and compliance. I remember
a particularly effective local counsel who, when persuading a
local colleague to cooperate in an investigation, told the colleague:
“Remember that story in our grade school textbook about so-and-
so? You are in exactly the same situation as the main character,
and you know how that story turned out.” That was a hundred
times more effective than any sermon I could have given on why
cooperation was “right” by my cultural standard.

Another ingenious integration I had seen was a market that
consolidated its helplines: every sales person knew s/he could
“DIAL-A-REP” to get help for everything from a flat tire on the
road to answering a compliance or HR question. By combining
whistle-blowing with everyday needs, and by allowing allega-
tions to be framed as questions such as “I am not sure if this is
a problem, but what my manager said sounded strange to me”,
this consolidated hotline took away the stigma of whistleblow-
ing in a society where ratting on one’s colleagues was not an
honorable act.

Decision-Making: It's Personal

Many organizations now teach their employees about ethical
decision-making using “trees”, models, or matrices. While this
approach is definitely a step in the right direction, what these
formulas often fail to account for adequately is the most impor-
tant motivation in a person’s decision-making: “What does this
mean for me?” Decisions such as walking away from a business
opportunity, or blowing the whistle on misconduct, ultimately
mean very different things to different people: an ambitious
worker whose priority is to rise quickly in the ranks will calcu-
late these decisions differently than one who is content with his/
her station, as would a worker with plenty of alternative oppor-
tunities versus one who is desperate to keep the job. Standing
up to your boss is different depending on the relationship you
have had with the boss, or when you are independently wealthy
as opposed to not being able to afford to lose the job. While
culture (both organizational and societal) most certainly plays
a large role in shaping personal motivations, many personal
motivations (e.g. self-preservation) also cut across cultures.

Recognizing the intensely personal nature of decision-making,
teaching employees to not only be cognizant of their personal mo-
tivations but also how to analyze them, and formulating organiza-
tional responses to these motivations are steps that would truly
impact decision-making at its core.

Practice, Practice, Practice: Learning from Mistakes

Finally, it is important to recognize that in aviation and other in-
dustries that utilize CRM, the skills are not only taught in class-
room discussions and group exercises, but the real emphasis is to
practice them over and over again in realistic simulations to the
point where these ways of communicating, leading, and deciding
become routine mental habits. They can't be learned with a once-
a-year thirty-minute online training with ten easy questions at the
end. The compliance CRM would require systemic self-discipline
for organizations to routinely learn from decision-making pro-
cesses, and finding lessons in even the most harmless irregulari-
ties. Upon discovering a transaction that went through without
the necessary approvals, a non-CRM company would say: “No
harm, no foul. Move on.” The CRM company would say: “But why
did it happen? How often has it happened that we didn't know
about? Was it because the approval system was flawed? Was it be-
cause the requester didn't understand the process or was trying to
evade it? If the latter, why? Was it because the gate-keep was over-
worked and couldn't focus?” When misconduct is discovered with-
out a whistle-blower, the CRM company would ask: “Why didn't
anyone say anything? Were they afraid? Did they not know how?”
In other words, a CRM company treats every issue that arises as a
simulator exercise, and constantly asks how things could be better
or different. That discipline of root-cause analysis is what makes
the decision better the next time.

T

@ Author Biography

Hui Chen had served as compliance officer at Microsoft, Pfizer,
and Standard Chartered Bank, on locations in Munich, Beijing,
New York, London, and conducted compliance training and
investigations throughout the world. Until recently, she was the
Compliance Counsel Expert at the United States Department of
Justice's Fraud Section.

ETHISPHERE.COM

25



TRANSPARENCY IN
REBRANDING

A Conversation with Bill Amelio, CEO
of Avnet, Inc.

Interview by Tyler Lawrence

Avnet, a global design-and-supply
chain service provider and distributor
of electronic components based

in Arizona, recently refreshed and
launched its global brand identity. Bill
Amelio, CEOQ, talks about using that
rebranding as a chance to reaffirm the
company's core commitment to ethics,
his own belief in the importance of
transparency for corporate success, and
how managers should stop trying to be
ethically “bulletproof.”

Avnet recently rebranded, and in that process, you
redefined your core values. Can you talk a bit
about that?

[ We surveyed more than one thousand customers and
conducted interviews with many leaders across the com-
pany. Through those interviews, we were able to pinpoint
six authentic characteristics that better reflect what we
do for our customers. Those six authentic core values are:
integrity, objectivity, know-how, ingenuity, empathy and
collaboration. We don't see them as anything new, but as a
refinement of who we are.

You're relatively new to the CEO position at Avnet, hav-
ing taken the job less than a year ago. Can you talk about
your approach to your executive role?

[ This is my third CEO role, so I've had the privilege to be in
this seat before and I believe that there are three basic pro-
cesses critical to the success of any company: the strategy
process, the talent management process, and the execution
process.

One of the things that we've done is make sure that we all
completely understand the current strategy and that ev-
eryone is on the same page. We've also had great history
with respect to elevating young leadership and present-
ing them with opportunities to cross-train and move and
develop laterally through the organization. And on execu-
tion, we review regularly what is happening in all business
units so if there are problems, we can identify them as they
develop and fix them before they cause financial impacts.

Does revamping those processes give you a chance to
look at ethics processes?

[ Absolutely. As I mentioned, one of the core values is the
integrity of the company. When I think about hiring somebody;
I think about three things: their intellectual horsepower, their
passion, and their integrity. Integrity is the most important of
all of them. Without integrity, you can destroy the reputation of
a company if you have unscrupulous character. We walk the talk
and lead by example. We encourage awareness and participation
across every level of the company, in addition to having a really
robust ethics and compliance office that reports directly to the
board of directors.

You've been particularly vocal about how important it is for
executives to be transparent with employees. Why do you think
this kind of transparency is so important?

[ The most powerful companies are the ones that are able to
align their people to the same set of objectives and get everybody
to row in the same direction. Having regular forums with senior
leaders, open Q&A sessions at town halls, and business updates are
all critical to make sure everybody knows about opportunities and
challenges and how we'e facing them. We should be able to stand
the scrutiny of difficult questions.

Additionally, I think “360s” are a must in every organization, when
you get independent, anonymous feedback from people who report
to you, your peers, and the people you report to. It starts with the
CEO.I've been here less than a year and I've already done a 360 review,
and I shared my findings with the top extended team as well as the
board of directors. Here are my strengths that you identified, here is
where I can develop, and here is my action plan. Feedback is a gift, and
if you don't act on it, then you only have yourself to blame.

Any stories illustrating how this transparency plays out in
interactions with employees?

[ Theres actually an anonymous pen pal that we have inside the
company, and this person goes by “Chip Avnet.” This employee periodi-
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cally sends me short emails. I respond to them, and I've actually used
some of the really hard questions in town hall meetings because I
know theyre on other people's minds too. I think that's a way to
demonstrate transparency, and it's actually surprised “Chip.”

One other vehicle that we use is a new intranet site called Com-
pass we introduced last year. It operates a lot like a newsroom,
and it's open for employee comments. We don't censor anything.
If employees disagree with strategy or a decision, we've seen
employees go into a dialogue about that, and I think that’s a
healthy way to answer questions and listen to people’'s concerns.

You've also held the CEO role at other companies. What have
you learned over the course of your career in terms of ethics
and compliance?

[ Earlier in my career, when the audit team would come do an
audit of my particular area, wed try to do whatever we could to be
bulletproof. That's not necessarily the best approach. You want to
be concerned about compliance and driving a sense of urgency.
But if you don't have any findings, it usually means you don't
have a good audit function. I appreciate now how important
audit is to discover trends that may be developing innocently, to
catch them early before they become a problem. It helps build a
stronger organization from an integrity point of view.

There should be an open understanding that there will always
be some issues, and that it's healthy to find them. If we get zero
calls on the hotline, it's not very effective as a hotline. You want
to make sure there's some level of traffic, or it means that people
aren't talking about problems. The problems could be trivial,
but you want to hear about them.

How do you get your managers on board with that point of
view, that they don't need to be “bulletproof?”

[ I get our top 150 leaders on the phone on a monthly basis, and
audit is a key topic of discussion. The message is that there's never
aretribution if you have a finding, there’s a retribution if you have a
cover-up. If you give that sort of message regularly, it gets through.
Healthy organizations put problems on the table and get them fixed,
versus organizations that try to shove problems under the rug.
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FIGHT
CORRUPTION,
BEAT POVERTY

HL Rogers on How Corporate

Anti-Corruption Work Helps Fight Poverty

Written by HL Rogers

Corruption creates poverty, private
industry destroys poverty, and ethical
companies destroy poverty faster. For
this statement to be fully true, private
industry must take the initiative. Anti-
corruption compliance in emerging
markets is driven too much by the
directives, priorities, and impulses of the
US and UK governments (and a line of
other governments following their lead).

I say this not to criticize the government prosecutors, but to fo-
cus on the companies that fall under their jurisdiction. Compa-
nies that enact compliance initiatives for the primary purpose
of avoiding the pains of prosecution or investigation often make
poor decisions leading to slothful inaction or wasteful and inef-
ficient action. Instead, corporations should seize the initiative
on anti-corruption compliance because it is good for their cus-
tomers and good for business. Ultimately, when corporations ef-
ficiently improve compliance and reduce corruption, they also
effectively join the fight against poverty. Private industry has
been the primary tool around the world to reduce poverty, not
government, and reducing corruption often increases private
industry’s ability to increase revenue and thus reduce poverty.
If corporations can enhance that ability to reduce poverty by
enhancing compliance, we all become winners.

Corporations need the cooperation of government, to be sure,
especially in the form of reforms forcing governments to be less
corrupt in order to create needed changes. But ultimately, pri-
vate industry must take the lead and carry the responsibility of
building a less poor and more ethical society. Several years ago I
had a client in China who reported potential bribery to the local
corruption agency. The next day the agency officials arrived in
their black sedans at company headquarters. My client had pre-
pared a detailed report on the potential incident, complete with
an action plan and a willingness to face the proper and legal
consequences. The local agency was uninterested. They instead
wanted to know what the company was willing to pay the offi-
cials in attendance to make the problem go away. Unfortunately,
companies cannot necessarily rely on prosecutors, regulators,
and agencies to lead the way.

The first reason private industry should seize the initiative on com-
pliance can be simplified into the mantra that reducing corruption
reduces poverty. Reducing corruption and the corresponding ille-
gitimate power it gives to governments over private industry is a
societal good. Government corruption has an outsized impact on
poverty. It is no surprise that the countries with the deepest pov-
erty are also the most corrupt: Venezuela, Cuba, North Korea. As
the IMF has shown, government corruption dampens growth, cre-
ates biased tax systems, and hampers social programs. All of these
effects lead directly to an increase in poverty.

The IMF study further found that “a broad measure of social
spending” appeared to have no effect in reducing income in-
equality in corrupt countries. This suggests that governments
were not only the problem, but they may not even be able to
create the solution.

On the other hand, private industry has had an enormous im-
pact in reducing poverty over the last 30 years. Between 1990
and 2010 global extreme poverty was cut in half—5 years ahead
of the United Nations' Millennium Development Goals.

The reduction in poverty was driven by growing economies
through free and open markets and expansive trade. As the
Economist reported: ‘Around two-thirds of poverty reduction
within a country comes from growth.”

Private industry has been the driver for poverty reduction and
it should fight corruption to accelerate its impact. As companies
and markets grow poverty declines. And as the IMF showed in its
study, corruption must be reduced for that growth to increase.
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Corporations should seize the initiative on anti-corruption compliance
because it is good for their customers and good for business. Ultimately,
when corporations efficiently improve compliance and reduce
corruption, they also effectively join the fight against poverty.

This leads to the second reason companies should take the lead
on fighting corruption: corruption slows economic growth.
Thus, the reduction of corruption increases company revenues
and profit. Various studies have found that corruption reduces
economic performance because of ‘rent seeking, an increase of
transaction costs and uncertainty, inefficient investments, and
misallocation of production factors that come with corruption.”

A recent study from the Max Planck Institute found evidence
that in countries where bribery is rampant “non-bribing (or less
frequently bribing) competitors are likely more efficient in pro-
duction and growth and are better at complying with bureau-
cratic regulations, as otherwise they would be displaced from
the market.” Thus the non-bribing companies, even in highly
corrupt countries, are better performers. By remaining compli-
ant, they arguably increase their revenues. This is also the case
in countries where bribery is less common where “bribery acts
as an additional fee, or an increase in operational costs that only
impedes firm performance.”

In other words, companies that increase compliance and reduce
corruption increase their bottom lines—regardless of the coun-
tries they operate in. They are better performers and more effi-
cient. There are certainly short term corrupt winners—companies
that bribe often benefit in the short term. But over the long term
clean companies, forced to be more efficient and effective at seek-
ing revenue and profit, likely outperform their corrupt competi-
tors. This is an argument that all compliance officers can take to
management, the board room, and shareholders.

Compliance officers must pay close attention to the regulatory
and prosecutorial regimes within which they operate. But those
regimes cannot be the impetus driving compliance efforts. They
are not faced with the same incentives private industry is: to grow
the economic pie. It is that very incentive that should drive com-
panies to reduce corruption. It is that incentive compliance offi-
cers should exploit. Companies need to grow and increasing com-
pliance and reducing corruption will accelerate that growth. And
when growth is accelerated, poverty declines.

\
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Corruption never has been
compulsory.

- Anthony Eden
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THREE YEARS TO GO

How the Skills Revolution is Changing
the 2020 Workplace

Written by Leslie Mays

We are in the midst of the fourth
industrial revolution. While
technology—Artificial Intelligence, 3D
printing, drones and wearables, for a
start—is a big driver, equal impetus
comes from the twin challenges of
talent scarcity and what the modern
worker wants from a job. Companies
will have to hire employees with

new skills even as those workers’
expectations become less professional
and more holistic.

7 7

While disruptive events around the world have
strained global cooperation, they also have high-
lighted the need for equity, transparency and
accountability in decision-making. All of these
forces combined will have a profound effect on
the workplace of the future, and, as a result, the
organizational culture of every company in vir-
tually every industry.

The next three years will be pivotal. Companies
will be grappling in real time with three major
imperatives: building for an unknown future;
cultivating a thriving workforce; and attracting
and retaining tomorrow’s talent.

Mercer recently released our Talent Trends 2017
Global Study. Subtitled Empowerment in a Dis-
rupted World, the report includes findings from a
survey of business executives, human resources
professionals and employees from 37 countries
and 20 industries.

This report includes not just survey results but
also concrete advice for companies to stay ahead.
A critical piece in all of this guidance is around
constructing the right culture.

So how to build a culture when we don't know

what the future holds? Agility will become in-

creasingly important in the near future. Compa-

nies struggling to determine what's next should

be asking themselves a number of questions, key
among them: “What culture do we need to have in place to facili-
tate success?” and “How does that translate into leader and col-
league behavior?”

Key to a future focused approach is identifying which people
and roles will be driving the business forward. Given the pace of
change, it’s quite likely many of them won't have formal positions
of influence right now. Expect to see Chief Data Officers and cy-
bersecurity talent getting a seat at the table very soon.

Whether drawing from current ranks or recruiting from the out-
side, the most effective way to meet shifting market demands is
assembling talent with a diverse set of capabilities. Hard skills,
particularly those related to data analytics, will be highly sought
after. But just as important will be so-called soft skills related to
innovation, including a global mindset, an entrepreneurial spirit,
looking constantly for new ideas, calculated risk taking and char-
acter traits such as tenacity and resilience.

These traits have not traditionally been measured, but our survey
shows that nearly 3 in 4 organizations globally are drawing upon
the rigor of talent assessments measuring key personality traits
and cognitive ability. These sophisticated metrics look for under-
lying qualities not just for promotion or hiring but also for success
in future roles, including some that don't yet exist.

Also essential is creating an agile and empowered workforce for
the big changes expected in the near future. Doing so will require
fresh styles of leadership, new rules for establishing teams and in-
novative approaches to develop talent.

The detrimental effects of stress are now well known. The best
companies understand the most motivated employees are healthy
and energized, can grow and contribute and feel a sense of belong-
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Health has now surpassed money
and job title as a priority for
workers—they overwhelmingly
wish to be treated as a whole
person. With an increasingly diverse
customer base domestically and
globally, failing to understand the
relationship between inclusiveness
and brand loyalty could be the
difference between blockbuster
success and obsolescence.
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ing. Health has now surpassed money and job title as a prior-
ity for workers—they overwhelmingly wish to be treated as a
whole person—but our survey showed that only 41 percent of
companies are focusing on the physical well being of employees.
Even fewer have policies in place for psychological (37 percent)
and financial (35 percent) health.

Given that company leadership has identified talent scarcity as
its biggest challenge, one of our most surprising findings was
that Diversity and Inclusion (D&I) falls well below respondents’
top five priorities for the year.

While 96 percent of companies have D&I plans in place, only 14
percent of executives surveyed believed that D&I investment
would make a sizable difference in their company's perfor-
mance. And fewer than one in three human resource profes-
sionals reported their D&I strategy being tied to business goals.

With an increasingly diverse customer base domestically and
globally, failing to understand the relationship between inclu-
siveness and brand loyalty could be the difference between
blockbuster success and obsolescence.

Attracting and retaining quality talent will be a significant dif-
ferentiator between competitors. Global companies now oper-
ate in a diverse workplace that must adapt to five generations

N
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I On average, by the year 2020,

more than a third of the
desired core skill sets of most
occupations will be comprised
of skills that are not yet crucial
to the job today.

Source: World Economic Forum

with different norms and expectations about what it means to
have a fulfilling career. A range of interactions, from recruitment
to employment to treatment as alumni, will have an impact on at-
traction and retention of the brightest stars for the future.

A strong digital presence is now a corporate imperative, especially
when trying to reach potential “great fit" employees. This isn't just
about efficiency—for example, targeting qualified candidates with
algorithms capturing and evaluating social data—but also to en-
sure a positive candidate experience.

Advancing women through development of robust talent pipe-
lines continues to be one of the most pressing talent related
issues for global companies now and over the next few years.
Despite well-intentioned efforts, the parity gap is widening. Mer-
cer’s research, set out in our 2016 When Women Thrive report,
indicates that, given this limited progress, businesses are not on
track to achieve gender parity—even by 2025. Currently, women
make up only 35 percent of the average company’s workforce at
the professional level and above. Meaningful efforts to close this
gap will benefit not just women, but will create a thriving work-
force overall.

Asin all relationships, the quality of communication makes a huge
difference. While analytics can alert managers when employees
might be a retention risk, only individual managers’ abilities to
have effective stay conversations and engage teams in future fo-
cused career planning will result in a vibrant, sustainable culture
that will prevail over the next three years and beyond.
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MESSAGE AND
MEASURE

Getting the Most Out of Your Efforts to
Measure Ethical Culture

Written by Douglas Allen

After assisting dozens of companies
around the world in this work, we have
noticed a common factor that separates
those who measure ethical culture
well: the degree to which the company
supports their efforts with robust,
periodic, and diverse communications
throughout the entire process.

If you are considering surveying your employ-
ees on their perceptions of ethical culture, we
recommend supporting your efforts with a well
thought-out pre-, mid-, and post-survey commu-
nication strategy. Investing in the right amount
and type of communication resources at each
stage of the process will encourage participation,
build awareness of the impact of participation,
and build engagement for future measurement
efforts — while enhancing organizational percep-
tion of the compliance program.

Before You Measure - Inform and Prepare

A critical, albeit obvious, tool for bolstering em-
ployee response rates to your survey is a pre-
survey notification communication campaign.
Take advantage of your existing ethics and com-
pliance communication infrastructure to set the
context for why participating in the perception
survey is so important and how employee in-
put will be used to shape the program. Are you
considering enhancing compliance training as a
result of the feedback collected? Explain to your
survey participants ahead of time that their in-
put will have direct impact into how future train-
ing plans are developed.

In our experience, successful messaging cam-
paigns are multimodal and go beyond email
For instance, place a message on the compliance
and ethics intranet homepage, hang posters in
offices, encourage middle managers to mention
the forthcoming survey in department meetings.
Have regional compliance and ethics liaisons
around the world? Give them the tools and mes-
saging to disseminate the message across their
respective jurisdictions.

Don't limit your communication efforts to only

those receiving the survey. Use your pre-survey

time as an opportunity to engage with managers
to communicate expectations behind what will or should be done
when the results come in. Failing to prepare managers is a surefire
way for all of your hard work measuring and documenting your
company'’s ethical culture to go from data to insight to..nothing.
For example, if the plan is to isolate underperforming locations or
business units and follow up with focus groups or interviews, pre-
pare leaders of those groups in advance by informing them that
you will follow up with areas identified as having ethical culture
weak spots. Think through how you will need these managers’
support during and after the ethical culture survey is adminis-
tered, and set expectations as much as is feasible up front.

Unsure as to what communication mechanisms might work best
at your organization? Try reaching out to your Human Resources
colleagues. HR often runs regular employee engagement surveys
and may be a helpful resource in communicating before, during
and after the survey process.

Finally, in an environment where cyber and phishing attacks are
increasingly common, using your communication platforms to in-
form your workforce of the forthcoming survey (especially if us-
ing a survey software platform or partner) will build confidence
that the communication is legitimate.

Mid-Survey Messaging — Go Beyond Broad Reminders

Undoubtedly, when surveying your workforce on their ethical
perceptions, supplying periodic reminder messages is an easy
way to bolster participation. We have observed that a contribut-
ing factor to what separates a “good” from a “great” ethical culture
survey response rate is whether the company has local support
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Measuring employees’ Did you know that getting
perceptions of your company involved as early as
ethical culture is time and possible and shifting the

mindset from ‘enforcer”

resource intensive, but can yield
tremendous insights. Don't let 7 T
a substandard communication to_ gnabler: will pay.

strategy hinder these efforts. dividends in managing

L third-party risks.

in encouraging participation. In other words, don't rely solely

on periodic emails to employees if possible. Work with your THE A-OR AY RISR ISSUE

survey provider or partner to receive periodic response rate

updates broken out by business unit, plant, country, or how- © THE 2015 ATTORNEYS WHO MATTER
ever else you classify your employees and parlay this informa- GLOBAL FEATURE: BRAZIL'S INTERNET GOVERNANCE & DATA PROTECTION LEGISLATION
tion into personalized messaging. Identify key managers for ‘
low participation locations and arm these leaders with cus- S P H E R E
tomizable language they can use to cascade down throughout

their organizations or regions. GOOD. SMART. BUSINESS. PROFIT: Q2//205

Don't forget to inventory and document survey completion
rates by these demographic criteria as part of your overall ethi-
cal culture analysis. Multiple organizations we have collaborat-
ed with in measuring ethical culture use these meta data points
of low participation as indicators of potential issues. Discover-
ing a significant proportion of employees in a particular loca-
tion chose not participate in the ethical culture assessment may
suggest additional research is needed.

Build Trust through Transparent Post-Survey
Communications on Findings

The communication should not cease once your ethical culture
survey efforts have closed. Ethisphere recommends as part of
your post-survey follow up that you reach out to participants
and let them know that their voices have been heard and the
changes or actions that may occur as a result of providing
their input.

Consider sharing with your employees — and not just managers
- sanitized stories and insights coming out of the survey data.
By illustrating key insights and subsequent planned program
changes, employees are shown how the time and energy dedi-
cated to the survey effort is resulting in real change. This can
result in increased trust through transparency and enhanced

engagement in future survey activities. 'WH AT E L SE H AVE YOU MI s s E D?

Forts o messurecthical paceptione sa s vent send, | 000000

view it as a continuous activity. Measuring employees’ percep-
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Douglas Allen is a Managing Director in Ethisphere’s Data and
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We partner with many of the world'’s
best, most recognized brands to bring lifesaving
humanitarian aid to refugee families fleeing the world'’s

most dangerous places.
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Special Feature

RIDING THE WAVE

How Culture Will Drive Success
in the Data Revolution

Written by Sue Lyon-Boggs // Art by Marc Aspinall
|

Only a few years ago, ethical behavior around data was regarded as an engineering issue
relegated to stewardship by technical wizards tasked with keeping it secure and private.
Our collective learning curve has been steep. It's now clear to most everyone that datais an
inherent part of doing business. Every company is now a technology company—working
within the Internet of Things, the infrastructure of our information society—whether
they want to be or not.
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Those riding this sea change successfully will have one critical
characteristic: a culture that grapples openly with how data
affects their operations, their employees and their customers.

While none of these companies has a crystal ball—in fact, those
tackling it head on will tell you unintended consequences are
part of modern commerce—what they do possessis a sturdy yet
flexible culture with several key qualities.

They take a broad view of data risk in business. “Companies
are realizing that concerns beyond cyber security and data pri-
vacy are not emerging risks but are existing risks,” says Brian
Beeghly, a former vice president of compliance at Johnson Con-
trols and now a co-founder and CEO of Informed360, a technol-
ogy company that utilizes data and benchmarking to support
clients in ethics and compliance programs.

Beeghly says it's critical for organizations to look carefully and rou-
tinely at the potential for problems that arise from a combination
of data collection and subsequent analysis. “We all are making a
personal digital footprint with every transaction and click,” he says.

Pulling this data together means it's possible to understand
very granular information. For example, where we fly, the seats
we pick on the plane, the kind of car we like to rent and whether
we like boutique hotels or five star chains. Companies need to
think through how building these models for individual cus-
tomers will be received.

This can be a real cultural challenge for companies whose busi-
nesses have not historically dealt in data but must now rise to
new challenges. So Chief Data Officers (CDOs) may find them-
selves dealing with issues far beyond original job scope.

A consumer products company, for example, may just be start-
ing to grapple with the management of end user consent data.
Customers may be providing consent for the use of information
collected by the company on a variety of platforms, including
its website, in an app, in the connectivity features of a product
and at the point of sale. Each platform has a separate consent
agreement created by a discrete business unit and maybe even
separate legal teams.

So interpreting data at an aggregate level may be difficult and
ineffective because of the way it has been gathered reflects the
structure of the company in its historic way of doing business
rather than what's needed to address the commercial realities
of the present. Trying to bring together all of these data streams
in a meaningful way becomes expensive and very complex.

Companies dealing well with these issues, on the other hand,
recognized early that they must transcend the way things have
always been done. Looking far beyond traditional risk areas,
they take steps to integrate data governance into the product
development process and carefully guide the development of
the IT systems that collect and manage consent information.

Durable cultures put a premium on process. Amaresh Tripa-
thy, an Analytics Leader and Partner at accounting giant PwC,
says the key to putting big data insights to work in an organiza-
tion is through rigorous process. He emphasizes that his team
relies on four key stages in a project: discovery, drawing insights,
action and outcome.

Tripathy also teaches a data analytics class at the University of
North Carolina at Charlotte. He says he uses this same process
in a case study with his students, where they evaluate what he
calls an “excellent” data set of crime rates for the city of Char-
lotte. In discovery, the students dig into the data set and engage
in intense evaluation exercises. The insights process involves
an equally structured method of drawing conclusions gleaned
from the discovery phase.

Then comes the painful exercise of determining how these in-
sights can be put into action. Where should police officers be

¢« “Putin historical
context, this projected
upheaval is nothing
new. Every major
technological
innovation has put
industries out of
business, but it has also
established vocations
that had not previously
existed. Internal
combustion was a
death knell for buggy
manufacturers but
ushered in the rise of
the modern automotive
industry. The difference
in this revolution is that
the life cycle of skills is
shorter than ever and
change is occurring at
an unprecedented scale
and pace.”

deployed for best use? At what times and on what days? Should
they be in cars or on foot? Coming up with actions that are sup-
ported by data insights is tough, says Tripathy, because even in
a business context, the exercise forces the tough decisions. Yet
he sees enormous potential for upside. “Leveraging data to de-
termine how to best use a scarce yet essential resource like law
enforcement can have a large and positive effect on society.”

The message in the final stage, outcome, is that the process
is never really final. It's important to evaluate which actions
worked and which did not. Things change constantly and rapid-
ly, and the process of data collection must begin again and bring
to bear what's been learned in previous phases. “What’s work-
ing now won't necessarily be effective two years from now,” says
Tripathy. “It's a constant process to stay out in front of trends.”

Beeghly also touts the benefits of having a structured, well-ar-
ticulated process that works throughout an organization, par-
ticularly in the face of a crisis related to data. It's impossible to
avoid every misstep and remain competitive in the face of dis-
ruption across every industry. “But when things do go wrong,
you can take a look back at the process that led you there, dis-
close what went wrong to the extent possible and incorporate
what you've learned back into the process.”

A recent white paper from Deloitte titled Building a Culture of
Continuous Improvement in an Age of Disruption emphasizes
that successful initiatives arise in a culture of data driven deci-
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sion-making rather than one where the loudest voice in the room
carries the day. Without an objective process to make decisions,
the authors state, “managers with the most persuasive or aggres-
sive personal styles often win—whether or not their pet projects
are the most beneficial to the business.” In this way, strong data
analysis can support a culture of continuous improvement.

It's not until faced with an unintended and very public conse-
quence that a company’s ethical mettle is truly tested. Those
that make it through such a crisis with their reputation intact
and have the best chances of long-term success have built a
culture where rigorous, formal processes permeate all of their
operations and conversations.

Just as important, the process should be something a compa-
ny can communicate fluently when such a crisis arises, so the
public understands the current controls and the steps taken to
mitigate damage.

Transparency is critical with customers and within the
company. Companies must now look at risk from a wide variety
of angles; equally important, they must have open and frank
discussions about the organization's tolerance for risk. Each
new iteration of a product or service opens up a potential ethi-
cal dilemma.

Organizations must weigh providing customers with a new op-
tion that provides more convenience with its potential for ex-
posure. Privacy agreements must reflect these new conditions.
While the market has thus far shown that most consumers are
willing to trade some privacy for free services, as unintended
consequences become clear as the industry quickly matures,
this may not be the case down the road.

It will be increasingly important for companies to be open
about how they are going to use a consumer’s data. Maybe they
promise not to sell the data, but do they buy other data and ag-
gregate it with their own and monetize it? Are they taking that
data and using it someplace else? For example, GPS systems
may be tracking a person’s visits to areas with high crime rates.
A hypothetical question might be: can this data then be sold to
insurance companies that result in a raise in rates?

This secondary market for data is big business, and it opens up
enormous debate about informed consent and other transpar-
ency issues. An article titled “Fuel of the Future” in the May 6
edition of The Economist draws an analogy between data and
another resource with a history of contention.

“Data are to this century what oil was to the last one: a driver
of growth and change..Digital information is unlike any previ-
ous resource; it is extracted, refined, valued, bought and sold in
different ways. It changes the rules for markets and it demands
new approaches from regulators. Many a battle will be fought
over who should own, and benefit from, data.”

The piece notes that it took decades of small operators jostling
for position before well-functioning markets for oil began to
emerge; similarly, the nascent marketplace for data is populated
with wildcatters rather than cartels, opening up fundamental
challenges on the regulatory front: “The dearth of data markets
will also make it more difficult to solve knotty policy problems.
Three stand out: antitrust, privacy and social equality.”

The only things certain for now are that regulators must do their
best to be as nimble and adaptive as the companies making plays
in this field, and that organizations engaged in buying, selling, ag-
gregating and distributing customers’ data must anticipate not
just regulatory measures but also public expectations.

Ultimately, behaving with integrity—complex though it is in
this climate— boils down to protecting relationships of trust.
Richard Buchband, Senior Vice President, General Counsel and
Secretary at ManpowerGroup, emphasizes that reputational
capital remains the most valuable asset a business possesses.
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Like many companies, ManpowerGroup is devoting resources
to protect itself and its clients against the latest generation of
phishing activity. “We are constantly working to stay ahead of
these scams, testing many different formats within our sys-
tems,” says Buchband. “We work in partnership with our clients,
helping them minimize their own role in risk as well as being
transparent about the ways in which we are protecting their
information.”

Phishing scams are growing more and more sophisticated.
Scammers are continuing to develop methods that appear legit-
imate even to a generation that has lived with technology since
childhood. “There is a tremendous financial incentive for this
type of activity,” says Buchband, “so it's not going to go away.”

So it's critical to stay ahead of the curve, particularly in the new
gig economy that employs large numbers of freelancers. A data
breach that exposes part time employees can mean the loss of
confidence of both current and potential workers, leading ulti-
mately to a chilling effect on hiring.

Ethics and technology are no longer in a silo. Buchband and his
team focus not just on traditional risks like data security and pri-
vacy but on broader social implications of a particular decision.
“To do this right, it's critical not to compartmentalize,” he says.

Beeghly agrees. For years, companies have been analyzing prod-
uct liability claims and incorporating what they've learned into
the development phase to build a better, safer product. “Exper-
tise on ethical issues can be brought to bear at the same time
and in much the same way.”

Potential ethical liability needs to be considered from the very
beginning of the development process because the fiscal and
reputational costs of fixing even a minor ethical misstep can
be very steep. The companies engaging compliance and ethics
personnel at the earliest stages of a new product or service will
ultimately have fewer issues down the road, although the ten-
sion between addressing ethical issues and being first to market
will continue to be a challenge.

The technological disruptions affecting almost every industry
will also eventually mean a profound change to the formal in-
fluence of Chief Technology Officers and Chief Data Officers
(CDOs) especially at large corporations. Drivers for this trend
are both ethical and bottom line oriented.

In non-traditional industries such as consumer products, for ex-
ample, an effective CDO can convince the compliance, audit and
legal functions that a systematic approach to data management
can reduce risk while also improving operational efficiency and
increasing data quality.

Engaging a CDO on the business side can reduce, rationalize and
centralize data purchases, which in traditional environments
are still executed by narrow business units, which have only
limited rights. He or she can also facilitate discussions across de-
partments, so successes in one area may be replicated in others.

And since all major business enterprises rely on data, nothing
is more important than ensuring its quality. Low quality data
means that engineers in particular can spend large amounts of
time transforming, translating and reconciling information. An
improvement in quality, then, measurably reduces the cost to
create and maintain the analytical data assets, thereby reducing
the cost of analytics.

Only cultures that are bold enough to have conversations about
breaking down internal barriers and finding ways to collaborate
will succeed.

For smaller, younger companies, this may be easier as they have
grown up with roles across departments having a data compo-
nent. They are much more likely to already be recognizing that
data and automation issues must be baked into the corporate
planning process.

But larger, older enterprises not “born digital” are bound to face
turf wars that will stall progress. Unless senior management
and boards invest time and energy understanding the many
disparate data streams flowing into the company and then de-
velop an effective, ethical strategy for centralizing data assets
and for leveraging them as part of an overall business strategy,
these walls may never break down. Without leadership to shift
the culture, they will be left behind.

A

4{ @ Facts & Figures }7

Digitization and the Workforce

“How will digitization increase or decrease
headcount?” Despite rhetoric, the majority (64%) of
employers expect no change. 19% actually expected
digitization to increase headcount for them, and only
12% expected headcount to decrease. Another =%
didn't know.

Source: “The Skills Revolution,” ManpowerGroup
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Never forget the importance of the human element. In July
of 2016, ManpowerGroup commissioned a quantitative global
study, The Skills Revolution, surveying more than 18,000 em-
ployers in 43 countries and across industry sectors.

For the short term, the outlook of employers was very positive,
with only 12 percent of employers planning to decrease their
headcount as a result of automation. The other 83 percent ex-
pected to increase their headcount and up skill their people
over the next 24 months.

But the report also confirms what headlines are telling us: up
to 45 percent of the task people are paid to do each day could be
automated with current technology.

And it cautions that the industries most affected will “dis-
proportionately impact some workers more than others; low
skilled, low earners and women. Roles in sales, business & finan-
cial operations and office & administration are all under threat
from automation, and these tend to have higher proportions of
women..if the current trajectory continues women could face
three million job losses and only half a million gains, more than
five jobs lost for every job gained.”

Put in historical context, this projected upheaval is nothing
new. Every major technological innovation has put industries
out of business, but it has also established vocations that had
not previously existed. Internal combustion was a death knell
for buggy manufacturers but ushered in the rise of the modern
automotive industry. The difference in this revolution is that
the life cycle of skills is shorter than ever and change is occur-
ring at an unprecedented scale and pace.

Despite robotics and self-teaching algorithms, people will still
be essential to connecting with customers and determining
strategic corporate direction. Companies that succeed will not
simply recruit staff with new skill sets to replace existing em-
ployees but will also engage current staff with a strong desire to
develop new competencies.

Establishing a culture of learning—and investing resources to
support it—will be a critical differentiator. It will require a long-
term view and constant adaptation as societal and commercial
transformation is expected to continue at exponential rates.

Tripathy at PwC works frequently with clients in the healthcare
and aeronautics industries, both of which are highly dependent
on data analytics to drive efficiencies and find innovative ways
to serve their client bases. This process can be fraught with con-
cern for employees who feel analytics tools may land them on
the unemployment line, but Tripathy insists it's not an either/
or proposition.

“It can't be man versus machine,” he says, “but man working
with machine. That's where the magic happens.”
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LEADERSHIP IN A TIME OF
REVOLUTION

“Now is the time for leaders to be
responsive and responsible: we

cannot slow the rate of technological
advance or globalization, but we can
invest in employees’ skills to increase
the resilience of our people and
organizations. Individuals also need to
nurture their learnability: their desire
and ability to learn new skills to stay
relevant and remain employable. We
need to take immediate action to fast
track the upskilling and reskilling of
existing employees to ensure we have

a workforce for the future. We also
need to draw in those that are not fully
participating in the workforce. We need
to be ready for new jobs and new skills.
That's what we mean by the emergence
of the Skills Revolution.”

Jonas Prising
Chairman & CEO, ManpowerGroup

Big Data: Key Compliance
Considerations

« Look far beyond traditional risk to areas such as
product development

» The process is never really final—continually
evaluate what's working and what isn't

« Be open with customers about how you are using
data, whether it's selling or buying

« Antitrust, privacy and social equality are the
biggest issues companies will face

o Chief Technology Officers and Chief Data
Officers will gain much more formal influence in
the near future

« People will remain essential to connecting with
customers and establishing strategic direction
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While much has been made this past year
of countries and cultures turning inward,
international levels of travel and tour-
ism (T&T) have never been higher. In its
Travel & Tourism Competitiveness Report
2017, the World Economic Forum is clear
in its optimism: “..in an increasingly pro-
tectionist context—one that is hindering
global trade—the T&T industry continues
building bridges rather than walls be-
tween people, as made apparent by the
increasing numbers of people traveling
across borders and global trends toward
adopting less restrictive visa policies.”

At the Department of Tourism and Com-
merce Marketing (DTCM) in Dubai, we
are embracing and driving this develop-
ment. Were working every day towards
strengthening the economy by attracting
inward investment to the emirate and
delivering on Dubai’s ambitious tourism
vision, which includes welcoming 20 mil-
lion visitors per year by 2020 - last year
we attracted 14.9 million — and tripling the
fiscal impact of tourism.

Connecting diverse cultures and main-
taining compliance across jurisdictions

Sahia Ahmad on How Robust Legal Support i where we do business is critical to meet-
. . . : ing our goals. With a cultural mosaic

HelpS Dubai Build Brldges ¢ woven into the fabric of the city, home
i to over 200 nationalities, our citizens are

Written by Sahia Ahmad i accustomed to interactions with people

from all over the world. Our outreach be-
yond our borders, then, is an extension of
our own culture.

As part of Ethisphere's ongoing partnership with the
My role as General Counsel involves var-

Association of Corporate Counsel, ACC Middle East’s : ied and exciting work, as DTCM serves as
. . . ¢ the principal authority for the planning,
President Sahia Ahmad shares her perspective as the : supervision, development and market-
. . . i ing of tourism in Dubai. We also market

general counsel of Dubai’s tourism authorlty, and how i and promote the emirate’s commerce sec-

tor, and are responsible for the licensing

she balances the legal risks in the tourism industry and classification of all tourism services,
. . . . i including hotels, tour operators, travel
with broader business and cultural obJectlves. i agents, event venues and holiday homes.
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Image: Vendors in Dubai’s Old Souk, a hub of the spice trade in the historic Deira neighborhood.
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In addition to our headquarters in Dubai,
we work through our offices around the
world to grow this critical sector of our
economy. And in the face of disruption
by technology across virtually every
global industry, the human element of
hospitality remains essential: the World
Economic Forum estimates that for every
30 new tourists to a destination, one job is
created in T&T.

To support the growth of the sector and
train the next generation of tourism pro-
fessionals, we recently launched the Dubai
College of Tourism (DCT), providing an
alternative option for further education
that bridges the gap between in-house
training and a full bachelor’s degree. DCT
has also launched training tools for tour-
ist-facing staff in Dubai to ensure visitors
receive a high level of service and knowl-
edge at all touchpoints on their visit.

Making certain our visitors’ expectations
of a safe, enjoyable and high quality visit
is top of mind for the entire team. We
lawyers are responsible for establishing
regulatory frameworks that ensure all
events in Dubai are licensed according to
strict and consistent safety standards, for
example. We also play an integral role in
ensuring there are incentives for the ex-
pansion of mid-market hotels, a segment
which until recently lacked adequate

inventory, to give tourists and business
travelers on a lower budget more options.
And the holiday home and ridesharing
segments are rapidly evolving around the
world, meaning we've had to swiftly yet
diligently develop a framework to safe-
guard the wellbeing and satisfaction of
visitors from all over the globe.

Data privacy and security ranks among
the biggest concerns of companies oper-
ating everywhere, and Dubai is no excep-
tion. In our work with satellite offices,
weTe constantly monitoring new legisla-
tion on these fronts in every jurisdiction
where we conduct outreach so we are
ahead of the curve on compliance and
ready for regulatory changes. Data regu-
lation is a rapidly shifting legal landscape,
particularly with the changes expected
in the EU, and as businesses operate in
many markets, it is essential to look at
compliance from a global perspective.

Our marketing operations also fall un-
der the legal department’s purview.
Here, too, DTCM handles a sprawling
and complex operation, including 108
social media channels in sixteen lan-
guages, as well as print, television and
broadcast platforms. Marketing has
transformed in the last few years to
have a heavy digital tilt, meaning there
is a need to be ahead of the curve with

developments in the content and ana-
lytics space.

Dubai carries a strong brand and much
of what we do supports what the world
already knows about Dubai—its soaring
architecture, world class shopping and
dining, and of course the beaches— but
we also are determined to dispel some
myths that persist.

Dubai’s culture and history gets over-
shadowed with the stories of modern de-
velopment. However, when people spend
some time here, they realise that the city
has a rich past, and efforts are well un-
derway to showcase this with the Dubai
Historical District, a 1.5 square kilometer
project around Dubai Creek which pro-
vides a glimpse into the emirate’s past and
will feature museums, forts, restaurants
and open-air spaces. A second common
misconception we make efforts to correct
is about safety and security: according to
the latest Travel and Tourism Competi-
tiveness Report by the World Economic
Forum, the UAE ranks second globally for
safety and security.

Another stereotype we face is about
women. As a woman heading a group of
talented lawyers in a key industry whose
goal is to break down cultural barriers and
misconceptions, this is particularly incum-
bent upon me. I want potential visitors to
know that Dubai is a safe and secure en-
vironment where women enjoy full access
to education and opportunity. They serve
as parliamentarians, judges and business
leaders. We are also the beneficiaries of
equal pay which is market practice here.
Our leadership, under the vision of His
Highness Sheikh Mohammed bin Rashid
Al Maktoum, Vice President and Prime
Minister of the UAE and Ruler of Dubai,
not only empowers women, but empowers
the whole community through women.
I am testimony to this environment, as a
professional, a leader, a wife and a mother.

And in my role as a leader, I'm proud of
my team and the recognition we've re-
ceived. In May of last year, we earned the
“Legal Department of the Year” award
from Corporate Counsel Middle East for
our efforts to position Dubai as the first
choice for international leisure and busi-
ness travelers, as well as to steer diverse
economic growth in the emirate.
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ETHICAL INNOVATION

An Interview with Milliken & Company
CEO J. Harold Chandler

Interview by Aarti Maharaj

TOPICS COVERED
/| Culture & Leadership

Earlier this year, as part of a celebration into Milliken
& Company’s recognition as a World's Most Ethical
Companies® honoree for the 11th consecutive year,
Ethisphere visited the Milliken headquarters in
Spartanburg, South Carolina. Attendees included
President and CEO J. Harold Chandler, alongside the
company'’s board of directors, Spartanburg Mayor
Junie White and Bill Barnet, CEO of Northside
Development Group. The following is an excerpt of a
conversation we had with Mr. Chandler.

.
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Milliken has been on our World's Most
Ethical Companies list for 11 consecutive
years— what does this honor mean to
you and Milliken?

™ We at Milliken are extremely proud
to have been recognized by Ethisphere as
one of the World's Most Ethical Compa-
nies for the 11th consecutive year. Hones-
ty, integrity and ethical behavior lie at the
core of our company values. Our associ-
ates and owners share an extraordinarily
strong commitment to ethical behavior,
and it is this shared commitment that we
are honored to celebrate with this highly-
esteemed distinction.

How do these kinds of recognitions help
support the culture at Milliken, and
vice versa?

M Milliken is, fortunately, a very healthy
company culturally. The atmosphere is
quite competitive, and we are driven by
growth, but not at any cost. We recognize
that how we grow is as important as how
much we grow. This is an integral belief
that each Milliken associate holds, and
that directs their work daily. We seek op-
portunities for meaningful work, work
that is guided by our foundational values
and a commitment from our associates
to act with integrity. Additionally, we in-
vest in more than just our products. We
support the communities where we live
and work and strive to be a good corpo-
rate citizen and neighbor. For example,
our 600-acre corporate campus is a noted
arboretum that is open to the public and
our associates donate many hours of vol-
unteer work each year.

Can you tell me more about Milliken's
150-year commitment to “doing good"?

[ Our legacy has always been to in-
novate, to combine science with unique
product features. We strive to provide
solutions that add value to people’s lives,
improve health and safety, and make this
world more sustainable. In fact, long be-
fore “sustainability” entered our everyday
language, Milliken understood that a liv-
ing enterprise and a living Earth were
inextricably linked. As early as the early
1900s we were reusing packaging and tex-
tile materials in our operations and docu-
mented our first recycling policy.
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@ Facts & Figures

THE PRINCIPLES
MILLIKEN WORKS
TO EMBODY ON A
DAILY BASIS:

Beyond Ethics to Doing Good:
While we hold ourselves
accountable to the highest
ethical standards, we derive
our greatest satisfaction from
creating innovations that help
solve the world's problems,
adding value to people’s

lives, improving health and
safety, and making this world
sustainable.

Beyond Excellence to Creating
New Experiences: We create
the highest quality products
and services because our
customers deserve no less.
While we take pride in
demonstrating excellence in
everything we do we find even
deeper gratification in creating
products that completely
change the customer’s
experience.

Beyond Leadership to Building
for the Future: Following our
founders’ long-term view,

we recognize that for our
customers and our company to
be economically sustainable,
our innovations must enable us
both to win in the market and
to reinvest for the future.

Source: Milliken & Company

By the late 1900s Milliken developed a
comprehensive plan to eliminate waste, in-
crease product performance and preserve
resources—years before the first clean air
and water acts and the U.S. Environmental
Protection Agency was formed.

As the CEO and Chairman, what do
ethics and integrity mean to you?

B Ethics and integrity are important
to me because they shape who I am as a
leader. I am committed to honoring our
more than 7,000 associates by holding
their leaders accountable. We use agreed
upon, achievable expectations and re-
move obstacles to support the progress of
our individual associates and their teams.
I encourage alignment, engagement and
transparent communication. Our lead-
ership team works to be respectful, con-
siderate and courteous so that we bring
out the best in others. We hope to fuel
innovation and teamwork by embracing
the diversity of our community and indi-
vidual perspectives. It is these leadership
qualities and expectations that I hope
will support our next 150 years of success.

@ Expert Biography

J. Harold Chandler is the President

and CEO of Milliken & Company and a
native South Carolinian. The product

of a textile family, Mr. Chandler is a
veteran of the diversified financial
services industry where he has served as
chairman, president and CEO while also
contributing to the boards of directors of
eight public and family-owned companies
over the past 30 years.

iln Stats & Data

Compliance Working with
Other Functions

Every company’s compliance
and ethics team interfaces with
other company functions in

a different way depending on
industry, risk areas and other
concerns. However, there are
some commonalities across the
vast majority of companies. The
most effective E&C programs
have varied interactions with
other functions.

What types of interactions
does the compliance and
ethics function have with
other functional groups in
your company?

Attend HR training events

Design audits and receive
audit results

Spend time in sales/marketing
meetings to educate on the
E&C program as a competitive
advantage

Sit on a steering committee

Provide formal input on
corporate business strategy

Conclusion: It is important for
E&C teams to work alongside
other functions in the company
at all levels, from intake of entry-
level employees all the way up

to participation in board-level
discussions of strategy. Although
some areas immediately relevant
to E&C such as audit obviously
get direct engagement, most
companies also give E&C
chances to engage on broader
strategy questions. Broader
engagement increases the ROI
from E&C and helps companies
avoid unnecessary risks earlier
in the decision-making process,
so time is not wasted.

Source: Ethisphere’s Early
Insights from 2017 World's Most
Ethical Companies® Honorees
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Unlike many functions within a company;
it can be difficult to measure the impact
of ethics and compliance on a company’s
bottom line. However, the data from Ethi-
sphere’s World's Most Ethical Companies
is clear: our honorees have outperformed
the S&P 500 over the last four years by
approximately ten percent. To delve a bit
deeper into how and why ethical com-
panies accomplish this feat, executives
from three WME companies have shared
their perspectives. Although Premier Inc.,
Schneider Electric and Applied Materials
all operate in different geographies and
industries, they share an impressive com-
mitment to ethics that helps drive their
performance.

Talking to these companies, three advan-
tages created by their cultures of ethics
become clear: the flexibility of following
values instead of rules, the benefits of a
“speak up’ environment, and the morale
boost for their employees. Robust compli-
ance programs, and the technology needed
to automate them, support their healthy
cultures and help companies adapt to
meet ever-higher ethical standards.

Follow Values, Not Rules

Whether a small business with twenty
employees or a multinational corpo-
ration with twenty thousand, every
company must grapple with constant-
ly-changing demands from both the
consumers who keep them in business
and the regulators who keep them out
of trouble. The pace can be dizzying, and

Doing nght Leads to Doing Wel]_’ NO Matter business practices acceptable five years

i ago mig_ht soon be regarded as immoral

Geography, Scale or Industry . orevenillegal
. Given that reality, the World's Most Ethical
Written by Tyler Lawrence i Companies realize that it is much easier to

follow a firm set of ethical commitments
rather than a constantly-changing set of
rules. Steve Adams, Vice President of Eth-

The financial returns of World's Most Ethical i ics and Compliance at semiconductor and
. . . i display equipment supplier Applied Mate-
Companies® have historically outpaced the market, . rials, puts it this way: ‘In a quickly chang-
. . . ¢ ing environment, being able to articulate
proving there is a measurable return on ethics and a . training in terms of values rather than as
.. . . i rules statements is a lot more useful and
competitive advantage to ethics and compliance—an | flexible for people. It’s easier to adapt with-
w“ . . ” . . ¢ invalues than within rigid rules.”
ethics premium.” We discuss these advantages with
. i Even once a company has settled on
three WME companies. i those principles, they cannot become
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complacent. According to Alan Sauber,
Chief Ethics and Compliance Officer at
healthcare company Premier, Inc., “It's an
ongoing process. It's not once and done,
because today’s issues that might lead
you to think it's working well might be
challenged by tomorrow’s issues that are
harder and riskier.” Ensuring that your
culture is committed to values, and not
simply following rules, makes that task
more manageable.

Emmanuel Babeau, Deputy Chief Execu-
tive Officer in charge of Finance and Le-
gal Affairs at multinational energy man-
agement company Schneider Electric,
believes that at the end of the day, “I don't
think you can be a truly ethical company
if ethical ambition is not deeply rooted
everywhere in the company. Ethics is not
a matter for a small group of people, it is
a responsibility that has to be shared by
everybody in the organization.”

Building Trust in a “Speak Up” Culture

Of course, having clearly-articulated val-
ues can only get a company so far. The
World’s Most Ethical Companies also
place a premium on open, honest commu-
nication about ethics concerns in a “speak
up culture.” Emmanuel Babeau describes
such a culture as “the collaborative atmo-
sphere which is crucial for all companies.
It depends on trust and openness, and
you're not going to have that if you're not
impeccable from an ethical standpoint.

There’s a tremendous opportunity on the data
analytics side. We will be able to improve our
capabilities on early identification of issues
and trends, before they become significant

problems. — Steve Adams

It enables a much more efficient way to
work internally.”

Importantly, having a culture that val-
ues this sort of honest communication
doesn't just benefit companies by helping
them to avoid ethical entanglements. As
Steve Adams notes, “Another key element
to both business success and to having a
great ethical culture is to have an atmo-
sphere where people feel free to speak
up about concerns or opportunities that
they have, without having to worry about
negative consequences.” The benefits
flow both ways: companies with a speak
up culture that empowers employees will
get more honest feedback in all functions,
not just ethics and compliance.

Ethics' Impact on Retention & Recruiting

By creating values-based cultures, the
World's Most Ethical Companies don't

just make the compliance team’s job eas-

ier—they motivate employees with the

knowledge that they work for an ethical
organization. Alan Sauber has been at Pre-
mier for many years, and he believes that
their sustained commitment to ethics has
a distinct impact on employee morale and
retention. “Employees see that [ethics] are
valued by management. We are not with-
out our problems, but employees, particu-
larly those who have been here longer, feel
good about that culture.”

Schneider Electric finds that strong eth-
ics are an advantage in recruiting new
employees as well. “When it comes to
people, absolutely no doubt, youre able
to recruit much better people based on
what they see in behavior, ethical stan-
dards,” asserts Babeau. “It's particularly
true with millennials, a sense of purpose
is absolutely crucial to them.”

The data supports his assertion that eth-
ics are particularly important for millen-
nial employees. The 2016 Deloitte Mil-
lennial Survey found that 56 percent of
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Idon't think you can be a truly ethical
company if ethical ambition is not deeply
rooted everywhere in the company.

— Emmanuel Babeau

millennials globally had “ruled out ever
working for a particular organization
because of its values or standard of con-
duct.” The data is clear that companies
without ethical cultures are at a growing
disadvantage in attracting the best talent.

Ethics & Financial Returns

Even given the compelling data on the
ethics premium, it can be difficult to
quantify the financial value of each or-
ganization’s commitment to ethics, espe-
cially to shareholders and investors. The
WME honorees each stressed different
measures of the value of ethics.

For Steve Adams, a culture of ethics goes
hand in hand with smart risk manage-
ment. As he emphasizes, “Having strong

© Facts & Figures

Automation Improves Screening

60% of companies who use
automated systems screen all
third parties for risk, vs. only
of those who do not use
automated systems.

Conclusion: Automation allows
companies to leverage their
data and more thoroughly
manage their third-party risk.

Source: NAVEX Global's Ethics
& Compliance Third Party Risk
Management Benchmark Report

practices is a critical part of ensuring
youTre not the next risk management
story.” It is significantly cheaper for a
business to proactively promote ethi-
cal values and a speak up culture than
to spend money constantly revamping
compliance rules and paying hefty regu-
latory fines.

Sauber stresses the long game. “I don't
think long-term performance can be sus-
tained without an affirmative and posi-
tive ethics culture,” he insists. “You might
be able to make it for a quarter or two, but
you won't make it eight quarters in a row.”
Companies without strong commitments
to ethics might be able to grow—the his-
tory of capitalism is riddled with tales
of soaring growth in ethically-dubious
companies—but without a strong ethi-
cal backbone, most of them eventually fly
too close to the sun.

Babeau takes still a different tack, focus-
ing on the value of an ethical brand repu-
tation. “I think at the end of the day what
you build beyond the topline, in terms
of brand, in terms of image, the fact that
your company is praised, you are increas-
ing the value of the brand, and that’s
something you can measure,” he claims.
“People want to be associated with a great
company with a great image, because it's
good for their image as well.”

The evolution and future of compliance
and technology

Whether the ethics premium is the result
of risk management, a long-term view
or the value of an ethical brand—and it
may well be all of the above—companies
can and must foster a culture of ethics to
maximize their potential. However, new
technologies will cause rapid evolution in
ethics programs over the next five years.
How can companies best support their
ethical commitments in a globalized, digi-
tized world?

The static code of conduct and dry com-
pliance presentation are rapidly being re-
placed. Steve Adams highlights the possi-
bility to tie reminders into daily routines,
saying, “You will have the ability to adopt
a communications channel that ties di-
rectly to the issue that youre concerned
about, to insert a two-minute video into
a workflow rather than to talk about it
in an annual presentation.” Why rely on
an employee to remember an obscure

rule somebody told them six months ago,
when you can remind them just before
they hit “send?”

For Schneider Electric, the answer is more:
“More reporting, more tools, e-learnings,
more trackers and tools for the people to
report any doubts or questions they have
on behavior and ethics. Big data can play
a role, weTre able to deal with a lot more
data.. more automation, and more capac-
ity to report,” says Babeau. Technology in
ethics and compliance has given compa-
nies more tools than ever before to help
reach their employees and reinforce cor-
porate policies.

Perhaps more than any other shift in
the digital landscape, ethics profession-
als must grapple with the promises and
pitfalls of big data. For healthcare compa-
nies such as Premier, the stakes are espe-
cially high. According to Sauber, “[Premier
has] the perpetual problem of protecting
private health data. Technology will play
arole in protection, and balancing it with
transparency to help people save lives
and get well, in the next five years.”

But data is not just one more risk to
be managed. As Steve Adams predicts,
“There's a tremendous opportunity on
the data analytics side. We will be able
to improve our capabilities on early iden-
tification of issues and trends, before
they become significant problems.” For
instance, algorithms may soon be able to
flag potential embezzlement before any
funds are even lost. The key is to have sys-
tems in place to capture data, and analyze
it to inform decision making.

The possibilities for continuing to evolve
and support ethical culture are im-
mense, and so are the rewards. As Em-
manuel Babeau puts it, “You recruit the
best people, you have the best custom-
ers, you have the best internal organiza-
tion and behavior.. it's a win-win-win in
all dimensions.”

7

. Author Biography

Tyler Lawrence is the Managing Editor
of Ethisphere Magazine and Manager,
Content and Thought Leadership for
Ethisphere. He may be reached at
tyler.lawrence@ethisphere.com.

This article was written in partnership with:
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You've been part of the Estée Lauder
team for 21 years— what are some
highlights of your program?

E3 The first thing that comes to mind for
me is our mission statement of “Bringing
The Best To Everyone We Touch.” That's
been our mission since way before the
time I arrived. The second most important
thing that I hear and see is the messaging
that comes from the very top, including
the Lauder family, regarding maintaining
and enhancing our prestige reputation. As
you know, in the marketplace, The Estée
Lauder Companies is known for its high
quality and prestige positioning. And that
permeates everything we do here.

I also think about the benefit we get from
our family values that are a big part of
our culture. Were respectful, inclusive,
collaborative and there's also an unmis-
takable desire to win. There's no one more
competitive than the Lauder family.

We also benefit from the ability to focus

i on the long-term that comes with being

¢ a family-controlled company. We don't

EEE i necessarily want to grow just quarter to

i quarter or even year to year. WeTe looking

i to achieve long-term sustainable growth,

) . : : which has a collateral benefit of not tak-
How Estée Lauder Maintains a Worldwide . ingadvantage of short-term opportunities
Cultur e Of Ethl CS based on questionable ethics and integrity.
) ) } i Ilike your point about preparing for
Interviewed by Aarti Maharaj i thelong term and being a sustainable

company—could you elaborate a bit
more on long-termism and maintaining
that commitment to ethics?

Spencer Smul serves as Senior Vice President,

E3 Being in a family-controlled company

Deputy General Counsel and Secretary of The : helps to avoid some of the distractions
, . i that others may have. We don't need to
Estée Lauder Companies Inc. He recently spoke to . take advantage of every opportunity that
. ) . . . : comes our way. We can be selective and
Ethlsphere s Aarti Mahara] on creatlng a long-term i do things that we think are going to be
. i consistent with our culture and benefit
sustainable culture. ¢ us for the long-term.
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As Senior VP and Deputy GC, in your
view, how has ethics and compliance
evolved over the years?

B3 [ joined the company the week we went
public, back in 1995. Prior to that, I had the
good fortune of working with senior lead-
ers at the company as outside counsel on
an acquisition and then on the IPO.

When I joined, the company had been in
existence for almost 50 years. I was im-
mediately struck by the values that were
firmly in place, the Lauder family’s focus
on quality, prestige and reputation.

Over time, as the laws and stock ex-
change rules evolved, and our business
has grown, globally, we find ourselves do-
ing more business in more countries, and,
as such, the compliance processes have
become more formal and more robust. I
know we benefit from some of the cor-
nerstones I mentioned, such as tone at
the top and our desire to maintain and
enhance our prestige reputation.

In addition, we also have a strong legal de-
partment, led by our Executive Vice Presi-
dent and General Counsel, Sara Moss, a
well-respected internal control department
and a commitment that underlies our fam-
ily values of working together with uncom-
promising ethics and integrity.

That's interesting. I would say in a
nutshell, here, as regulations change,
Estée Lauder managed to keep up with
the evolving role of regulations. Even
though they had established processes
in place, they managed to make that
even stronger over the years.

E3 Precisely. And from time to time, ex-
ternal events, like enforcement actions
under the Foreign Corrupt Practices Act
and the enactment of the UK Bribery
Act, provide us with opportunities to
impress upon senior management the
importance of ethics and compliance
and the need to invest in programs, such
as in-person anti-bribery and corruption
training and education.

Under the leadership of Sara Moss, we have
worked with our business leaders around
the world. When a new person starts as
general manager of one of our businesses,
we make sure the Legal Department is part
of the orientation agenda. We speak with
the new GM about our code of conduct, our
anti-bribery and corruption policies and
impress upon them what's important.

We also send our lawyers out to various
countries, particularly to riskier places, to
impress upon them the importance of do-
ing theright thing. I know that the people
who work for us do appreciate that they
have a point of contact to reach out to
at New York headquarters who can help
them with issues that may arise.

Being in a family-controlled company helps to
avoid some of the distractions that others may
have. We don't need to take advantage of every
opportunity that comes our way. We can be
selective and do things that we think are going
to be consistent with our culture and benefit us

for the long-term.

07700770077

At Estée Lauder, culture is seen as a
rare mix of family values with a high
performing public company. Can you
talk more about the company's culture?

B3] think the long-term focus and our
focus on our people and the communities
where we work are self-evident to people
who join the company. It quickly becomes
clear that, the Lauder family, where it
starts, the Board, our President and CEOQ,
Fabrizio Freda, and the rest of senior man-
agement are all aligned in this regard.

We have numerous high-profile initiatives.
For instance, there is our Breast Cancer
Awareness Campaign and the MAC AIDS
Fund, which provide many opportunities
for people to participate. We also celebrate
individuals who do good work outside of
our company-related initiatives.

The Estée Lauder Companies also has
an actual program titled ‘Good Works'
which allows people to track the number
of volunteer hours which they provide
to their communities and because we're
very competitive and want to win, people
take this very seriously. Good Works has
a dollar-for-dollar matching gift compo-
nent, which is an added bonus for our
employees.

We also celebrate our employees with
awards. One is the Leonard A. Lauder
Volunteer of the Year Award. It's named
after our Chairman Emeritus, Leonard A.
Lauder, whose philanthropic work is leg-
endary. For the award, we bring in people
from all over the world to New York to
celebrate their achievements, whether
theyre doing it in the UK or in Asia. This
helps build a strong culture. You see it ev-
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From time to time, external events, like
enforcement actions under the Foreign
Corrupt Practices Act and the enactment

of the UK Bribery Act, provide us with
opportunities to impress upon senior
management the importance of ethics

and compliance and the need to invest in
programs, such as in-person anti-bribery and
corruption training and education.

T

4‘ () Did You Know? }—

Supporting Communities
with Good Works

Estée Lauder Companies Good
Works is the Company’s best-
in-class matching gifts and
volunteerism program that
supports employees and the
causes close to their hearts.
Through the program, the
Company matches employee
donations dollar-for-dollar and
$20 per hour volunteered.

Since launching the US pilot
last fiscal year, employees
have already logged 27,000
volunteer hours and matched
$900,000 in support of our
local communities. We are so
proud of and inspired by the
dedication and passion of our
employees and are thrilled to
be rolling out to additional
countries in the near future.

A

erywhere. It's not just at the counters, but
also in our manufacturing plants, R&D
labs and distribution centers.

How do you stay true to your values and
ethics? Can you provide an example?

B3 Wetrytotakethehighroad. Forinstance,
we are a company founded by a great wom-
an with women leaders throughout. We
value the achievements and opportunities
for women in the company. And we've been
working on initiatives to support women
outside the company. Girls' education is an
important and growing initiative.

For instance, there is the Young Women's
Leadership School (TYWLS) of East Har-
lem not far from our office. We have had
an ongoing partnership with TYWLS,
which is one of NYC's only public schools
exclusively for girls and provides low-in-
come students, grades 6-12, an outstanding
college-prep education. The school boasts
a 100% college acceptance rate providing
many TYWLS students the opportunity to
become the first in their families to attend
college. The school is run by the Young
Women's Leadership Network, a non-
profit organization that helps low-income
youth to break the cycle of poverty. Estée
Lauder Companies employees (includ-
ing the Legal Team) engage students in
workshops throughout the school year to
share insights about the beauty industry
and the business world at large. Activities
include mock product launches, a sustain-
ability workshop with hands-on activities
developed by top ELC research and envi-
ronmental executives and scientists, col-
lege preparatory workshops, a legal day,
ELC office visits, and “tea times” to discuss
future dreams and build self-confidence.

As you can see, it's not always all about
beauty products.

With regards to impressing upon
employees the importance of ethics
and a strong company reputation, how
do you keep them engaged throughout
the year?

B3 [ strongly believe that when you have
the right tone at the top, it's not as chal-
lenging as it may be for others. Last week,
we had a retirement event for three of
our lawyers, two of whom had been here
longer than me. Leonard A. Lauder, our
Chairman Emeritus and William Lauder,
our Executive Chairman, were both there
demonstrating the “High-Touch” the fam-
ily personifies across the business. Leon-
ard, who joined the company in 1958, told
the large group that was gathered there
about our internal legal function. He not-
ed that when he joined the company, there
weren't enough people to fulfill all the
functions. So he wore a couple of hats, in-
cluding the handling of legal matters.

He then went on to tell us that he realized
quite quickly that he needed the skills
of actual lawyers. And after finishing his
story, he looked around the room, pointed
his finger and told everyone the lesson he
learned: “Listen to your lawyer”.

So when the biggest shareholder and
senior member of the founding family
says that in front of a group of people,
it makes it clear to everyone that there
should be respect for the Legal Depart-
ment’s role and for ethics and compli-
ance generally. It doesn't really get any
better than that.

I feel overall your employees are your
biggest brand ambassadors. If they are
happy, then you have a good culture and
a good reputation too.

E3 Can't argue with that. That's the way
we look at it. For someone like me in cor-
porate, it's hard to stick with one brand
because we have so many. In some ways,
the brands are like children. You can't pick
favorites. A big part of my job involves
MG&A. We recently acquired three great
fragrance companies to add to the ones
we already have. It's not easy selecting
the right fragrance to wear.

424

@ Expert Biography

Spencer G. Smul serves as Senior Vice
President, Deputy General Counsel and
Secretary of Estée Lauder Companies
Inc. Previously, Mr. Smul served as Vice
President of Estée Lauder Companies Inc.

Important Note:

This interview has been edited for print. For the
full transcript, please visit our online Insights
portal at insights.ethisphere.com
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PEER PRESSURE

How Trade Industry Organizations Support a
Culture of Ethics

Written by Fernanda Beraldi

A single company, no matter how large, cannot
sustain the drive for a culture of ethics across an
entire industry. This is especially true in sectors
governed by complex trade agreements and those
conducting sales to governments around the world;
in this space, certain kinds of transactions are
particularly vulnerable to corruption. While all
stakeholders must be invested in ethical behavior
to counteract these challenges, trade industry
organizations (TIOs) can play a vital, positive and
proactive role.

W ///

When a TIO is active in creating an ethi-
cal culture among its members, it creates
a much bigger wave than a single corpo-
ration can make on its own. It sends a
message throughout supply chains and
to buyers and sellers, governmental and
private, that transparency is a necessity
for doing business in the industry.

This is particularly critical for companies
engaged in the defense, infrastructure
and extractive industries, where a single
misstep by a company may mean the end
of a relationship with a government as a
large customer. By engaging the key play-
ersin the sector, TIOs can leverage a form
of peer pressure and help keep members
fully compliant with applicable statutes.
Strong industry support can be the dif-
ference between success and failure in
integrity-promoting efforts.

There are a number of creative and pro-
active ways TIOs can strongly encourage
ethical behavior.

Insist members’ compliance programs
and codes of conduct are clear on how
to address specific and jurisdictional
corruption risks. Industries and markets
with high risks of corruption also tend
to have higher sanctions risks. The in-
frastructure, energy, mining and defense
industries present high risks in both in-
stances because the very nature of their
business involves interactions with gov-
ernment officials and politically strategic
industries and are therefore more likely
to involve transactions with designated
parties than other industries.

Certain countries and regions also pres-
ent similarly attendant risks. For example,
those countries subject to comprehensive
sanctions, and with a high concentration
of designated persons, tend also to be juris-
dictions with a significant corruption risk.

TIOs that are successful in not only pro-
moting an industry’s interests but also
in ensuring members adhere to the high-
est possible ethical standards set the bar
high for entry, making it clear in specific,
well conceived parameters that compa-
nies wishing to be a part of their organi-
zation must operate with transparency
and integrity.

Develop industry wide guidance on in-
tegrity for public procurement, policies
on intermediaries, training and other
sensitive areas.

ETHISPHERE.COM




When a trade industry organization is active in
creating an ethical culture among its members,
it creates a much bigger wave than a single
corporation can make on its own.

0777000777

TIOs can provide opportunities for mem-
ber companies to come together and share
best practices and develop benchmarking
so that members who may be behind the
curve on compliance measures can gain
from the experience of those who are
more advanced. Specifically, TIOs might
devote resources to:

« Helping members develop a sophisti-
cated understanding of what works in
high risk markets. Providing training
about avoiding lavish dinners, for
example, won't be helpful to manag-
ers in much of the developing world.
Likewise, a discussion of whether or
not gift cards constitute bribes won't
ring true in much of Latin America,
where gift cards are seldom, if ever,
used. White papers, webinars and
other training mechanisms provided
by TIOs can buttress internal training
by member companies.

Developing a member handbook for
best practices. Every country has a
multitude of specific requirements
regarding interactions with public of-
ficials, offset programs and sanctions
violations, as well as cultural norms
to be observed. A TIO can work with
members to develop a repository of

V‘

—{ @ Facts & Figures }—

Number of consecutive years
Cummins has been named

to Ethisphere’s World's Most
Ethical Companies® list: 10

Source: Ethisphere

information for all to draw upon and
ensure it is up to date.

Encouraging member companies to
employ the right talent to remain
compliant. This means specialized
sales teams as well as compliance
and internal audit professionals who
are familiar with risk around public
procurement across many diverse
jurisdictions. Equally important are
accounting and finance teams who
understand how to put safeguards in
systems around entering and approv-
ing transactions and registering third
party vendors who could ultimately
cause the company to be in breach of
anti-bribery rules or sanctions.

Put measures in place for all member
companies to present regularly to the
board of directors regarding the mea-
sures they have put in place. For com-
panies to retain membership status in a
TIO that values ethics, an annual report-
ing mechanism with rigorous standards
around compliance programs, training,
financials and third party vetting should
be in place.

The buy in and authority of a TIO is es-
sential to achieving integrity across an
industry. While the steps above may
seem like yet another expense in the fight
against corruption in vulnerable indus-
tries, the benefits outweigh the costs,
because when there is no transparency,
everybody loses.

7/

@ Expert Biography

Fernanda Beraldi work for Cummins,

Inc. as Director, Ethics and Compliance-
International, and Corporate Counsel, a
position she has held since 2015. In her role,
she brings to bear her legal knowledge,
business acumen and her negotiation

and language skills in cross-border
transactions and commercial agreements.

Legally Speaking

4{ s Stats & Data }7

Organization Matters

One of the key ways that an
organization can demonstrate
the autonomy and authority
of its compliance and

ethics function is via its
organizational structure. The
relative importance of an E&C
program is most often reflected
in the title and seniority of the
person in charge of it.

Most common responses

for job title(s) held by the
person assigned overall
ownership of the compliance
and ethics program

Chief Compliance Officer and/
or Ethics Officer

®-37%

Executive, Senior or
Vice President

B -

General Counsel or Chief
Legal Officer

@®-5%

Compliance and/or
Ethics Officer

|
® 4%
]

Chief Executive Officer

Conclusion: As the Department
of Justice’s latest set of guidance
made clear, organizational
structure is one key way to
determine whether a company’s
compliance function is
sufficiently empowered and
independent. Among World's
Most Ethical Companies
honorees, the rise of the Chief
Compliance and/or Ethics
Officer title reflects efforts by
diligent companies to meet
these standards. Companies
that emphasize ethics know
that they must have a C-suite
representative charged with
addressing and advancing
ethical concerns in order for
E&C to be seen as a complement
to other functions.

Source: Ethisphere’s Early
Insights from 2017 World's Most
Ethical Companies® Honorees
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BELA OF THE BALL

BELA ADDING MORE EXECUTIVE EXPERTISE

In June, Ethisphere was pleased to
announce the creation of an Executive
Steering Committee for its Business
Ethics Leadership Alliance (BELA).

Members will include: Diana Sands, Senior Vice President,
Office of Internal Governance and Administration, The
Boeing Company - Cross Functional Executive Leadership:
Aligning with the Business; Melissa Stapleton Barnes, Senior
Vice President, Enterprise Risk Management, and Chief
Ethics and Compliance Officer, Eli Lilly and Company —
Career Development, Mentorship and Positioning Ethics and
Compliance as a Launching Pad for Company Leadership;
Mark Ohringer, Executive Vice President, General Counsel
and Corporate Secretary, Jones Lang LaSalle Incorporated
(JLL) - Long-term Company Investment Value (Ethics as a
Driver); Thomas Pfennig, Head of Compliance, Bayer AG -
Globalization: Global Voices and Culture; Elisabeth Gehringer,
Chief Ethics and Compliance Officer and Senior Vice
President, Realogy Holdings Corp. — Stakeholder and Board
Communications & Engagement; Al Rosa, Chief Compliance
Director and Senior Executive Counsel, GE — Measurement
and Data Analytics; Alan Yuspeh, Senior Vice President and
Chief Ethics and Compliance Officer, Hospital Corporation of
America (HCA) - Program Structure and Industry Leadership;
David Howard, Corporate Vice President and Deputy General
Counsel, Litigation, Competition Law and Compliance,
Microsoft Corporation - Leveraging Technology.

The inaugural team is comprised of key stakeholders
from leading multinationals across the country.
The overriding mission of this new committee is
to develop strategy and elevate the conversation
around organizational justice, while highlighting the
financial and brand-enhancing value of prioritizing
ethics in business. The Executive Steering Committee
will meet several times during the year to develop
research topics, aligning key strategies in the ethics
arena and developing best practices in measuring
and improving ethics programs to create sustainable,
long-term value.

“Research, including Ethispheres, shows how
organizations with a strong ethical culture regularly
outperform their peers. We refer to this as an ethics
premium,” said Erica Salmon Byrne, Executive
Vice President and Executive Director, BELA. “This
underscores the value of prioritizing a strong,innovative
ethics program in an ever-changing business ecosystem.
To that end, we are proud to partner with each of these
thought leaders, representing first class companies, to
develop new platforms that will help raise the ethical
standards at companies around the world.”

“It is an invaluable opportunity to serve as a member
of the Executive Steering Committee for BELA and
the broader community,” said Diana Sands, Senior
Vice President, Office of Internal Governance and
Administration, The Boeing Company. “What's especially impactful
for us is the rich dialogue among industry leaders who are active
members in BELA and the willingness of those leaders to take a
cross-industry approach to collaborating and sharing best practices.”

According to Melissa Stapleton Barnes, Senior Vice President,
Enterprise Risk Management, and Chief Ethics and Compliance
Officer, Eli Lilly and Company, “Career development and mentorship
are important components of a company’s ethics and compliance
program and can help develop leaders who understand the value of
business ethics and its impact on long-term success.”

“We appreciate the opportunity and value of being a part of BELAs
Executive Committee,” said Bayer AG's Head of Compliance
Thomas Pfennig. “It is a great privilege to join and contribute to
the conversation along with other leading experts in the field.”

The creation of the new steering committee comes on the heels of
Ethisphere's recent announcement that it will create new Centers of
Excellence that will serve the BELA community as online reference
sites for all things ethics. BELA expects to have up to a dozen
contributing company centers by the end of 2017 available for the
entire global BELA community of companies. Each Center contains
practical insights relevant to an area of challenge for ethics and
compliance professionals, with multiple modalities of downloadable
information. To learn more about other resources available to BELA
members, please go to www.ethisphere.com/bela.

For more information about becoming a BELA member, contact
Jonathan Whitacre at jonathan.whitacre@ethisphere.com.

ETHISPHERE.COM
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EVENTS

SOMEWHERE ELSE YOU HAVE TO BE?

The following list highlights a few of the many events that Ethisphere and its
partners host around the globe each year. Some are in-person forums, while
others are virtual, but all provide unparalleled insight into the leading ethics,
compliance and governance issues of today. For more:

The following icons represent different characteristics of each event:

AUGUST

AUGUST 30™, 2017

Online

Ethisphere will partner with EVERFI
on an inaugural half-day virtual
conference, joined by senior legal,
compliance and communications
executives to discuss innovative
practices whose application could
have a transformative effect on
ethical culture in global companies.
Anticipated topics include:

« Next Generation Impact from
Compliance Training and
Communication

» Innovative Ways to Maximize and
Measure Return on Training

What Doesn't and Where It's Going

Hosted by

« Training Third Parties: What Works,

Live events take place in a physical location, while online events are broadcast
virtually. BELA events are complimentary for BELA members and CLE Events are
eligible for CLE (or local CLE equivalent) credit to attendees.

OCTOBER
O

OCTOBER 24™, 2017
Paris, France

Join your peers for this unique

one-day event to be held in Paris, where
the C-Suite leaders across industries

and geographies assemble to advance
corporate integrity and performance.
Learn about the latest hot topics and
current trends. Watch for future updates
and additional details.

Hosted by

o

OCTOBER 26™, 2017
London, United Kingdom

The London Ethics & Compliance Forum
is a one-day event assembling diverse
company leaders to address the issues
largely impacting corporate integrity
today. Join some of the most reputable
multinational and leading regional
company business executives, GCs,
Chief Compliance Officers and other top
experts as they assemble to take action,
share cutting edge practices and offer
new insights on ethics and compliance
across Europe and around the world.
This year’s event will take place in the
State Rooms and Rooftop Terrace of 30
Euston Square.

Hosted by

O O ©

Live Online BELA CLE
Event Event Event Event

NOVEMBER

o

NOVEMBER 13, 2017
Mumbai, India

This inaugural Forum will highlight
the ethics, governance and compliance
best practices across India. This will
be a half-day program, featuring 40-
50 participants, whose goal will be

to highlight best practices in ethics,
governance and compliance both in
how they relate to Indian companies,
and to multinational companies
operating in the country.

Hosted by
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ONLINE INSIGHTS

RESEARCH, DATA & INSIGHTS.ETHISPHERE.COM

oth Annual Global Ethics Summit Panels

To learn more about the impact of human rights, check out Ethisphere’s

YouTube channel, which provides unlimited access to all panels of our 9th
Annual Global Ethics Summit including the keynote session, ‘Advancing
Human Rights: The Corporate Impact on the Societal Integrity and Protecting
the Value of People” which featured insights from Stephen L. Brown, Senior
Advisor, KPMG Board Leadership Center and Stanley M. Bergman, Chairman
of the Board and Chief Executive Officer, Henry Schein, Inc; and Caroline
Rees, President and Co-Founder, Shift.

Asian Link: The Future
of Corporate Ethics

Originally published in Asian Link
magazine, this piece by Ethisphere
CEO Tim Erblich discusses how
younger generations’ “healthy
appetite for ethics,” combined with
research showing a strong link
between business performance and
ethics, means that the importance
of corporate ethics will only grow.

From the GES: Companies that
Shine Focus on Ethics

Attendees at this year’s Global Ethics
Summit discussed how the summit
lets them learn from their peers,

the financial value their companies
see from having strong ethical
commitments, and ways to avoid
becoming dangerously complacent in
ethics & compliance. These and more
lessons from the Summit, online now.

The Evolution of Wyndham's
Culture & Ethics

At our 9th Annual Global Ethics
Summit this year, we had a chance
to catch up with Korin Neff, Senior
Vice President and Chief Compliance
Officer, Wyndham Worldwide about
what it means to be a fifth-time
World's Most Ethical Companies®
honoree, and trends in ethics and
compliance. She's found that tone at
the top really resonates with senior
leadership.

The 5th Annual Latin America
Ethics Summit

Missed our 5th Annual Latin
America Ethics Summit?

Check out the hashtag
#LatinAmericaEthicsSummit on
Twitter to view pictures and live
updates from this year’s highly-
anticipated event.

Featured Expert this Month on Insights

Cindy McCain, co-chair of the Arizona Governor's
Council on human trafficking and member of the
McCain Institute's Human Trafficking Advisory
Council, was interviewed by Stephen L. Brown,
Senior Advisor at the KPMG Board Leadership
Center, about advancing human rights, the
corporate impact on social integrity & protecting
the value of people. For more, check out #Ethicast.

= Download Our Podcast

Subscribe to the Ethisphere podcast on iTunes and
never miss an episode.

ETHISPHERE.COM

ol







THE FINAL WORD

CLEAR TRENDS EMERGING FROM DATA ON CULTURE

Culture - that amorphous concept that so influences our work
environment - has been a focus of mine for years. Importantly, for the
last year, we have been dedicating considerable time here at Ethisphere
to culture measurement — pinning metrics to something that sometimes
seems so intangible. Our Ethical Culture and Perceptions Assessment
data set now contains responses from tens of thousands of employees
around the globe, from industries as diverse as retail, financial services,
oil and gas, and more. Across that data set, we have seen consistent
trends that were well articulated in the articles in this edition of
Ethisphere Magazine.

First, speaking up depends on faith something will happen. We see a
clear correlation between those employees who felt their organization
would apply the same rules to everyone (a.k.a. the “‘Animal Farm”
pillar — are some animals more equal than others?) and a comfort
level in raising concerns. As Bill Amelio mentioned, the last thing a
company should want is zero calls on the hotline (or zero questions to
management). If people aren't talking about problems, that indicates
a challenge for the culture - and the business, as Steve Adams noted.
Companies with a speak up culture that empowers employees to
raise concerns see benefits across the organization. After all, if I'm
comfortable asking a question about gifts and entertainment, I'm
also probably comfortable pointing out a flaw in a process or passing
along a customer’s comment about our product. All of those contribute
considerably to the company’s profitability and smooth operations.

Second, pressure to compromise company standards to hit goals is real.
A full third of the employees in our data set report that at some point in
the last year they have felt pressure to compromise company standards
to achieve business objectives. Sometimes that pressure is weak, but
unfortunately too often it is strong. The source is most commonly an
employee’s direct manager, middle management, or senior leadership.
Every ethics and compliance professional should take a deep breath,
acknowledge the chance is good that this disconnect exists somewhere
within their organization, and go figure out where that tension exists
and how to fix it. That “fix” should start with a review of incentives,
communications, and performance evaluations. There will be times
where you must choose between winning business and winning
business the right way — and how you make that choice, and how
transparently you make it, will have a profound impact on your culture.

These kinds of practices distinguish good companies around the globe

- companies with a long-term vision, a commitment to measuring their
culture and using those insights wisely.

Erica Salmon Byrne

Ethisphere
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