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Who’s Watching the
Watchdog?

Media Ethics in a Competitive,
Commercial World (A contemporary
survey and retrospective analysis)

By Knight Kiplinger, Editor in Chief, The Kiplinger Letter
and Kiplinger's Personal Finance Magazine

If misery loves company, corporate Americacan take some
small solace in the fact that it is not alone in facing some
severe ethical challenges today.

Every occupation in America—even professionswith well-
defined codes of ethics—has been tainted by troubling lapses
of integrity, however unrepresentative of the broader state of
ethicsintheir field.

In academe and scientific research, there have been cases
of plagiarism, as well as falsifying of lab results to support
dramatic hypotheses. A pharmacist was found to have di-
luted lifesaving drugs to fatten his profits. Nurses have been
convicted of performing euthanasiawithout any authority from
patients or their families. Lawyers have been disciplined for
jury tampering and embezzling escrowed client funds. Phy-
sicianshave sold prescription painkillersto black-market drug
dealers. Teachers and school principals have falsified stu-
dent test scores to help their schools meet minimum state
standards.

Society relies upon afree, independent press corps to ex-
pose wrongdoings in politics, business and the professions,
but the press—thisfel sty watchdog—is not immune from ethi-
cal problemsitself. The last few years have seen steady pro-
gression of journalists, publishersand broadcastersgrappling
with ethical issues: made-up quotes, made-up sources, entire
fabricated stories, political bias, advertiser influence over edi-
torial content, and commercial messages masquerading as
news.

Most recently, we' ve seen the discrediting of CBS s story
about George W. Bush's national guard service and the re-
cent Newsweek retraction about alleged desecration of the
Koran by U.S. military personnel. These and other accu-
racy problemshighlight the press’ increasing difficulty inveri-

— Continued on Page 10 —



A Word from the President: Corporate Social Responsibility
and Organizational Ethics

By Patricia J. Harned, President, ERC

Ask business |eaders about the eth-
ics of their organizations, and the vari-
ety of responses they will conjure can
be rather impressive. For some leaders,
theeffort to highlight their organizational
ethicsismore of an exercisein provid-
ing alaundry list of good deeds, includ-
ing such things as international invest-
mentsin community development, vol-
unteer programsin thelocal community
and/or donationsto charitable organiza-
tions. As an organization that benefits
from the latter, we're always grateful
for the contributionsthat allow usto op-
erate, but by no means do we want gifts
to the Ethics Resource Center to be con-
sidered the ethics of our donors. In re-
ality, thosetypesof initiativesfall intoa
related, but different, category known
ascorporatesocia responsibility (CSR),
which is a form of giving back to the
global andlocal community and helping
to create a sustainable world through
responsi bl e business practices. Organi-
zational ethics, aswe defineit, consti-
tutes the standards of conduct that
guide the decisions and actions of the
employees and management of an or-
ganization, based on a set of shared
core values.

When it comes to ethics and CSR,
an organization can have onewithout the
other. Consider, for example, acompany
that gives generously to local charities,
but treats its employees poorly or uses
shady accounting practices to report a
glowing but dishonest financial status.
In those cases, CSR may become “win-
dow dressing” for a corrupt company.
Conversely, an organization that has an
ethics program with all the bells and
whistles but whose precepts are not sup-
ported or followed by leadership may not
have the organizational mindset to act
responsibly inthe external world.

The most impressive of CSR activi-
tiesarethosethat grow out of, and there-
fore reflect, the true commitment of an
organization to living by its values. As
ERC'’s Principal Consultant Kenneth
Johnson notes[inarelated articleonthis

topic], it isimportant to integrate orga-
nizational ethicsand social responsibil-
ity into a comprehensive applied ethics
and policy framework. An effective eth-
icsprogram setsup aframework for the
total operations of the company, creat-
ing an ethical culture that establishes a
basisfor acting responsibly toward and
supporting the extended community.

In thisissue of Ethics Today, we of-
fer an introduction to CSR, especialy
asit relatesto organizational ethics. Itis
our hope that by addressing thisimpor-
tant topic, we can highlight the impor-
tance of organizational commitment to
these activities. We also hope we can
steer organizational leaders who want
their CSR activities to “count” as an
effective ethics program to reconsider

their perspectives.

Finally, while committed to corporate
social responsibility, itisimportant to note
that ERC focuses mostly on the organi-
zational ethicsside. One of our primary
goalsisto measure the effectiveness of
organizational ethics programs and to
help organizations addresstheir areas of
challenge. In some cases, a larger em-
phasison CSR is something we recom-
mend as an outgrowth of an effort to
strengthen the ways a company exem-
plifiesitsethics. Our hopeisthat, through
program assessments and research, we
can help create organizational environ-
mentswhere employees are encouraged
to act responsibly toward each other, the
organization’s stakeholders and the
larger community.

Moral Courage: Definition and
Development

By Rielle Miller, Associate Researcher, Character Development and Applied
Research, ERC

Courage is something we all admire. When asked to describe courage, most
people conjure up the image of an individual running into a burning building, or
maybe a fictional hero saving the day. Images of courage are prevalent in our
society; from the images of our soldiers overseasto the local hero who saved her
neighbor from imminent danger. But when asked to go deeper, to really define
courage, the only response that comesto mind is“I know it when | seeit.” What
makes courage so hard to define? We use theword courage to honor thefirefighters,
rescue workers, and police officers who ran into the two towers that were on the
verge of collapse. We also use the word courage to honor the individuals who
blew the whistle on corporate corruption.

Thetwo cases are very different: in thefirst case theindividual’s very life was
in jeopardy by the physical actions being performed; in the second case the indi-
vidualsrisked their jobs by telling the truth. For the first case, we can distinguish
the actions as being physically courageous. In the second case, we can say the
actionswere morally courageous. We use the phrase “ courage of my convictions’
in our society to assign courage to less extreme actions, to mere “everyday” ac-
tions. We want to acknowledge the courage demonstrated when the right thing is
done, especially when others |looked away or chose to do nothing—the courage
demonstrated through holding onto to one’s valuesis moral courage.

Last summer, Rielle Miller began conducting research on moral courage, with
specific objectivesto definemoral courage, determineif/how it can be devel oped,
and determine the role of the organization in this development. In thisissue, we
link to her in-depth discussion of moral courage.

Read Ms. Miller’s paper on moral courage at:
http://www.ethics.org/pdfs/erc_moralcourage rmiller.pdf

— Continued on Page 3 —
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Federal Sentencing Guidelines: Key Points and Profound
Changes (Part 1 of a Series)

By Kenneth Johnson,
Researcher, ERC
Background. Since November
1991, the U.S. Sentencing Commission’s
Federal Sentencing Guidelines for
Organizations (FSGO) has provided the
essential foundation from which practi-
tioners have framed, debated, and re-
searched what it means to have an ef-
fective ethics and compliance program.
Though purely voluntary, the FSGO pro-
videsapowerful incentivefor organiza-
tionstoimplement “ structural safeguards
designed to prevent and detect criminal
conduct.” Thisincentive includes a po-
tentially lighter sentence and reduced
risk of being placed on probation, where
the organization is able to convince a
federal judgethat its program meetsthe
FSGO definition of an “effective pro-
gram to prevent and detect criminal con-
duct.” Moreover, the FSGO definition

Principal

of an effective program has had much
wider influence, since other policy-set-
ting bodies, such as the Department of
Justice, the Inspector General of Health
and Human Services, and the Chancery
Court of the State of Delaware, have
referred to or incorporated the guide-
lineswith varying degrees of approval.

In 2001, adecade having passed (in-
cluding years of business scandal), the
Commission embarked upon a multi-
year review of the organizational guide-
lines looking to the effectiveness of its
original requirements. The Commission
worked through an advisory group of
noted practitionersfrom both the public
and private sectors and its own staff to
review administrative and legal require-
ments, conduct aliterature search, cata-
logue model program best practices, and
receive public comment and testimony.
After over two years of study, the advi-

Moral Courage: Definition and Development, Continued from Page 2

ERC has compiled this list of quotations about courage — both physical and
moral — from avariety of sources for the benefit of our website visitors. Please

feel free to send us additions.

Courageislikelove. It must have hopeto nourishiit.

~ Napoleon Bonaparte

Heis courageous who endures and fears the right thing, for the right motive, in

the right way and at the right times.
- Aristotle

Acting bravely when we don’t really feel brave.

~William Bennett

Courage is the price that Life exacts for granting peace.

~ Amelia Earhart

Whatever you do, you need courage. Whatever course you decide upon, thereis
always someone to tell you that you are wrong. There are always difficulties
arising that tempt you to believe your critics are right. To map out a course of
action and follow it to an end requires some of the same courage that a soldier
needs. Peace hasits victories, but it takes brave men and women to win them.

~ Ralph Waldo Emerson

Courageis|eadership affirmed.
~ Erik Erikson

— Continued on Page 4 —

sory group delivered an extensive report
to the Commission in October 2003.
Based upon that report and additional
testimony from other experts and inter-
ested parties, the Commission embed-
ded much of the distilled corporate ex-
periencein amended guidelines proposed
to Congress on April 30, 2004. Unless
rejected, the amended FSGO will take
effect on 1 November 2004.

First in a Series. This article is the
firstin aseriesto describe and comment
upon the Commission’s amended re-
quirementsfor an “ effective program to
prevent and detect violations of law.”
We believe this to be a subject worthy
of close study: less because organiza-
tions should anticipate having problems
with federal regulators or prosecutors
than because the amended FSGO will
provide an excellent foundation for de-
signing ethicsand compliance programs.

Today we highlight new key terms
used inthe amended FSGO and describe
four profound changesto the definition
and practice of an effective program.
Inarticlesto follow, wewill (1) explore
thesignificance of the new requirements
for risk assessment and program evalu-
ation; (2) lay out, in detail, the seven re-
quired elementsof an effective program,
(3) explore how an organization might
approach evaluating its ethics and com-
pliance program, (4) examine how the
Commission addressed the issues of
what iscoming to be known asthe“liti-
gationdilemma,” (5) integratethe FSGO
provisionsrelating to small organizations;
and (6) conclude with thoughts about
how organizational leaders might take
the notion of an effective program far-
ther than the Commission’s charter al-
lowed it to go. Along the way, we will
point the reader to resources used by
the Commission, which may help the
reader participate morefully inthefram-
ing, discussion, and debates about pro-
gram effectiveness to come.

New Key Definitions. To empha-
size the importance of structural safe-
guards, the Commission elevated the

— Continued on Page 4 —



Federal Sentencing Guidelines: Key Points and Profound Changes, Continued from Page 3

criteriafor an effective compliance pro-
gram into a separate guideline. (The
definition had originally been set forthin
commentary.) Inthe words of the Com-
mission, “theamendment elaboratesupon
these criteria, introducing additional rigor
generally and imposing significantly
greater responsibilities on the
organization’s governing authority and
executive leadership.”

Inasimple, but significant new term,
the Commission consistently refersto a
“compliance and ethicsprogram.” In so
doing, the Commission has explicitly
moved beyond “compliance” toinclude
“ethics.” For thosewho encouragethink-
ing beyond mere compliance by refer-
ring to “ethics and compliance pro-
grams’ (or even “ corporate responsibil-
ity programs’), thisis a maor step in
the right direction. Moreover, initsin-
troductory language, the Commission
observesthat, whilean “ effective” com-
pliance and ethics program will prevent
and detect criminal conduct, it should also
facilitate compliancewith all applicable
laws. Thislanguageisloaded with mean-
ing, reflecting a sense that a program
concentrating on avoiding only criminal
conduct is unlikely to be effective. It
may also be a subtle referenceto a pro-
fessional, but heated debate over
whether it was wise or even authorized
for the Commission to require that an
effective program go beyond mere com-
pliancewith criminal law to addressvio-
lations of law in general, which the ad-
visory group had recommended.

Further expanding the reach of a
compliance and ethics program is yet
another meaningful “should,” sincethe
Commission providesthat “as appropri-
ate, alarge organization should encour-
age small organizations (especially those
that have, or seek to have, a business
relationship with the large organization)
to implement effective compliance and
ethics programs’ (emphasis added).

A set of terms the Commission now
usesis*“governing authorities” and “or-
ganizationa leadership.” Theterm*“gov-
erning authorities’ includes members of
aboard of directorsfor corporations, and

all those who set policy for the organi-
zation asawhole at the “ highest-level”

for other types of organizations. The
second term, “organi zational leadership,”

defined intheamendment as* high-level

personnel,” establishesanother category
of persons having specific responsibili-
ties under a compliance and ethics pro-
gram. Moreover, whileit doesnot usea
specific new term, the Commission spe-
cifically recognizesthat, where*“ certain
individual (s) have day-to-day responsi-
bility for the compliance and ethics pro-
gram,” they must “be given adequate
resources, appropriate authority, and di-
rect access to the governing authority
or an appropriate subgroup of the gov-
erning authority.” Thisreflectsthereal -
ization that ethics or compliance offic-
ersareoften not “ high-level personnel,”

in practice, but nonetheless make sig-
nificant contributionstoward aprogram’s
effectiveness. By defining these terms
and requiring specific, significantly

greater rolesand responsibilities of each
category, the Commission isgiving no-
ticethat an effective program must truly
engage all members and agents of an
organization.

Profound Changes. Whilethereare
many significant changes to the FSGO,
therearefour, in our minds, that are pro-
found: (1) broadening of the purpose of
an effective program to include devel-
oping an ethical organizational culture,
(2) specific requirements to design a
program around identified risks and
regular program evaluation, (3) recog-
nition of adisincentive to having an ef-
fective program, often called the“litiga-
tion dilemma,” and (4) attention to the
challenges of the small (less than 200
employees) organization.

The foremost change broadens the
purpose of having an effective program
from the existing requirement that an
organization exercise due diligence to

— Continued on Page 5 —
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Two thingsfill the mind with ever new and increasing wonder and awe - the
starry heavens above me and the moral law within me.

~ Immanuel Kant (1788)

Our lives begin to end the day we become silent about things that matter.

~ Martin Luther King, Jr.

Perfect courage means doing unwitnessed what we would be capable of with

theworld looking on.
~ La Rochefoucauld

Last, but by no means least, courage-moral courage, the courage of one’s
convictions, the courage to see things through. The world; isin a constant
conspiracy against the brave. It's the age-old struggle—the roar of the crowd
on one side and the voice of your conscience on the other.

~ Douglas MacArthur

Courage is not the absence of fear, but the capacity for action despite our fears.

-John McCain

Courage is knowing what to fear.
~ Plato

One man scorned and covered with scars still strove with his last ounce of
courage to reach the unreachable stars; and the world was better for this.
~ Don Quixote de laMancha 1605-1615

— Continued on Page 5 —
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Federal Sentencing Guidelines: Key Points and Profound Changes, Continued from Page 4

prevent and detect criminal conduct to
include the requirement that an organi-
zation “ otherwise promote an organi za-
tional culture that encourages ethical
conduct and a commitment to compli-
ance with the law.” Thisexpansionisa
major, and welcome, step forward.
Addressing organizational culture, in
thewordsof the Commission, isintended
“to reflect the emphasis on ethical con-
duct and valuesincorporated into recent
legislative and regulatory reforms, such
as those provided by the [Sarbanes-
Oxley Act of 2002].” Thisprovision re-
flects current research and experience
that suggests that the principal predic-
tor of success in any compliance and
ethics program is the culture of the or-
ganization itself. It also reflects schol-
arship that suggests that, with rare ex-
ceptions, effective programs must strike
an appropriate balance between rules,
values, and meeting reasonable stake-
holder expectations: that an emphasison

compliance aloneis often a self-defeat-
ing approach to preventing and detect-
ing violations of law.®

The second profound change is the
twin requirements of risk assessment
and regular program evaluation. While
these two requirements reside in two
different sections of the FSGO, they can
be best understood, in our view, as an
integrated requirement that the organi-
zation be ableto explain the underlying
rationalefor itsprogram design and dem-
onstrating its effectivenessin practice.

Practitioners sometimes forget that
the guidelines are not promulgated to
advise organizations on how to design
an effective program so much as they
are aimed at “guiding” the sentencing
judge on whether to exercise leniency
in sentencing. In other words, an orga-
nization will not truly know that its pro-
gram is “effective” until a sentencing
judge decides that its program is de-
signed, implemented, and operated asthe

Moral Courage: Definition and Development, Continued from Page 4

A perfect sensibility of the measure of danger and a mental willingnessto

endureit.
~ General Sherman

Peopl e facing the pains and dangers of social disapproval in the performance of

what they believe to be duty.
~ Henry Sidgwick

Moral courage is the readiness to expose oneself to suffering or inconvenience
which does not affect the body. It arises from firmness of moral principle and is
independent of the physical constitution.

~ Sir James Fitzjames Stephens

Aim above morality. Be not ssmply good, be good for something.
~ Henry David Thoreau

Itiscurious-curiousthat physical courage should be so common in the world,
and moral courage so rare.
~ Mark Twain

Moral courage meanstaking responsibility for the decision you make, not
shifting blameto othersif something goeswrong.
~ Paul Wolfowitz

Commission defines effectiveness.
With these in mind, the amendments

require that an organization must peri-
odically assess the risk of occurrence
of criminal conduct, bearing in mind the
Commission’s observation that a truly
effective program should facilitate com-
pliance with all applicable laws. Then,
resident in another section of the FSGO,
the Commission now requires that the
organization “periodically evaluate the
effectiveness of itscompliance and eth-
ics program.” It is helpful to read these
two provisions together with the newly
broadened purpose of acompliance and
ethics program to promote a certain or-
ganizational culture and the expanded
rolesand responsibilitiesprovisions. Read
together, these new provisionsimply that
the organization must be prepared, at al
times, to demonstratethat it:

1. Did an effective job of assessing the
actual risks faced by the organiza-
tions, including the strengths and
weaknesses of itsorganizational cul-
ture;

2. Made explicit the outcomes its pro-
gram was to achieve;

3. Allocated adequate resources to its
compliance and ethics program; and

4. Evaluated program effectiveness of -
ten enough to reasonably believe it
was making progress toward those
outcomes.2
The third change is recognition that

there is a downside to the organization

if it establishesatruly effective compli-
ance and ethics program. A truly effec-
tive program — one having effective
monitoring and auditing systems, train-
ing programsthat engage employeesand
agents on real workplaceissues, and an
internal reporting mechanism that en-
courages and agents to report criminal
conduct — generates lots of informa-
tion that the organi zation would not nor-
mally take public. If an organization re-
ports an offense to the proper authori-
ties, a program requirement often not
fully appreciated, that information may
become public knowledge and used
against it by potential litigants. Known

— Continued on Page 6 —



Federal Sentencing Guidelines:
Key Points and Profound
Changes, Continued from Page 5

as the“litigation dilemma,” wewill treat
thisin detail in the seriesto follow.

Finally, the Commission specifically
recognized the challenges of the small
organization in the guidelines. The
amended guidelines note that the com-
pliance and ethics program of a small
organi zation can havelessformality and
fewer resources applied. Perhaps most
important, theamended guidelinesallow
asmall organization to arguethat it has
an effective program despite the gen-
eral provision that an organization can-
not get credit for having an effective
program where high-level personnel are
involved. The small organization can
now rebut that presumption whereitis
able to argue that it had an otherwise
effective program. This had been a
major disincentivefor small organizations
sinceit wasmorelikely for them to have
high-level personnel involved because of
their size.

Conclusion. In conducting the multi-
year review and amending the guidelines,
the Commission has taken major steps
advancing the cause of the compliance
and ethicsprogram as an essential strat-
egy of an organization. In this article,
we pointed to a number of new key
terms and four profound changesto the
guidelinesby way of introduction. Inthe
articles to follow, we will discuss each
provisioninmoredetail, comment where
appropriate, and point to readily avail-
able resources.

Footnotes

1. See, e.g., Linda Klebe Trevifio, et
al., “Managing Ethics and Legal Com-
pliance: What Works and What Hurts’
41 CadliforniaManagement Review 131-
151 (Winter 1999).

2. Recognizing the value of transpar-
ency, the author urged the Commission
to bundle these provisions together ex-
plicitly, in histestimony beforethe Com-
mission in March 2004, which the Com-
mission declined to do.

Read more articles in this series at
http://www.ethics.org/resources/
fsgoseries.html

The Challenges of Being an Ethics

Officer for a Small Organization

By Katie Sutliff Lang, Senior Researcher, Character Development, ERC

The Beginning...

When Pat Harned, ERC's President, asked me to consider being our ethics
officer, | felt very honored and more than alittle humbled. Because | wanted to
make sure that | could serve ERC effectively and do the job well, before | ac-
cepted the position | talked with Pat about what my responsibilitieswould be. She
said that | would lead the Ethics Committee, would be available for ethics con-
cerns from staff, and would have direct access to the ERC Board of Directors so
| could keep them up to date on how things were going and, if need be, so | could
report any ethical issues that needed their immediate attention.

| wasreally excited by the proposition, which | saw as a unigque opportunity to
apply what I’ ve learned about organizational ethics during my time here and to
help ERC fulfill its mission as a non-profit by doing some action research. ERC
has|ed theway in creating, sustaining, and evaluating ethicsinitiatives, especially
in large companies. From our own research including the National Business Eth-

— Continued on Page 7—

The Refugees

By Jerry Brown, ERC

The process of acquiring plywood to board up the house should have warned us
that all was not well with theworld. An early morning call to alocal lumber dealer
netted the information that 4x8 sheets of particleboard were selling for $12.00 a
sheet with plenty in stock. A follow up call acouple of hourslater saw the price at
$14.00 a sheet. Apparently, somelocal merchantsfelt theadditional profit from price
gouging wasworth therisk of being reported to the authorities. Thefirst ethical chal-
lenge — pay the increased rate or leave the house unprotected. We paid.

The weather reporting was sensationalistic. The Weather Channel, Fox News,
CBS, NBC and the other major networks seemed to be competing for viewer
ship. The public’'s desire for news was a valid concern and, while the networks
tried to answer that need with accurate data, there seemed to be as much specu-
lation asfact. The storm track changed every few hours and it becameimpossible
to determine whether or not you were in danger. A report that the hurricane was
headed for the Biloxi, Ocean Springs area provided the impetus for usto leave.

Although we only needed to travel 200 miles to offer a margin of safety, we
decided to add another fifty miles just to be sure. After al, Ivan’s path had been
erratic whichiswhy we, and so many others, werefinishing preparation within 24
hours of projected landfall.

We left Ocean Springs, Mississippi, heading west on Interstate 10 driving a
rental car because our small sports sedan was cramped and the air conditioner
showed signs of fatigue. The large sedan was new and fast and we had no prob-
lem reaching Baton Rouge, Louisianain two hours.

The next eleven milestook four hours.

The State of Louisianahad ordered residentsin low lying areasto evacuate and
now amillion residents from the greater New Orleans area had joined them. The
resulting strain on the Interstate road system had taken its toll. Louisiana had
closed the eastbound lanes of 1-10 to accommodate the massive traffic flow head-
ing toward the Texas border.

This left us stuck on back roads with thousands of vehicles filled with other
refugees fleeing what was touted to be akiller storm. With the warning for Hurri-
cane lvan stretching from western Louisiana to the Atlantic coast of Florida, a

— Continued on Page 7—
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The Challenges of Being an Ethics

Officer for a Small Organizations, Continued from Page 6

ics Survey® we know that small orga-
nizations are much less likely to have
the sort of formal ethics systems than
larger organizations do. Whether the
reason is that culture change occurs
through lessformal channelsor because
there are fewer resourcesin smaller or-
ganizations, the result is the same: the
“ethics program elements’ that are so
common in big companies and that are
called for by the Federal Sentencing
Guiddinesfor Organizations (FSGO) are
lacking in small organizations. And we
at the ERC want to develop strategies
that will work for smaller organizations,
taking advantage of the benefits of a

count the challenges. We went into this
phase of our endeavor with theideathat
we would develop a system that works
for us and that could work for other or-
ganizationsaswell.

One of my colleagues, Abby
Davidson, made the excellent sugges-
tion that our action research should be
guided by afew simple questions, which
are loosely based on the FSGO frame-
work:

+ What are the values and standards of
behavior inthisorganization?

« Who isin charge of communicating
those values and making sure that
people adhere to those standards?

small organization and taking into ac- — Continued on Page 8—

The Refugees, Continued from Page 6

distance of almost 700 miles, the exodus of people was virtually astounding.

We soon discovered we could not find avacant motel room in Louisiana. Fore-
warned about the New Orleans evacuation, motels were filled to capacity. The
guestion was asked repeatedly, “Where are you coming from.” When we an-
swered Mississippi, we were advised to proceed to Texas. Vacancies could be
found in the Dallas area or perhaps San Antonio. The same happened to people
from Alabamaand Florida.

We drove into Texas and some 15 hours after our exodus began, we arrived in
Gilmer, a pleasant northeast Texas town where we managed to find a motel. The
car behind us contained people from Biloxi who had been on the road aslong as we
had. We had al beguntolook likerefugees, disheveled, tired and almost shell-shocked.

We spent three daysin Gilmer and it restored our confidencein the goodness of
people. No one charged a premium rate for food or shelter. People were polite and
concerned. When we could not contact local authorities in Ocean Springs to de-
termine the extent of damage, the Texas Department of Public Safety generously
inquired on our behalf and determined that residents were being allowed back in
the areaand that our property, while somewhat damaged, had survived the storm.

From an ethical standpoint, one has to question which is more important, the
safety of people or a few extra dollars made through price increases?

Should what appeared to be a quest for viewer ship through gloom and doom
reporting override the transfer of meaningful information in an emergency?

What is more important, to rent roomsto individualswho arein need or to hold
rooms for people from the region even through they do not have reservations?
Thissort of “refugee” treatment is expected in some Third World nations, but not
in the United States.

As the hurricane season winds down and battered Florida and the Gulf Coast
states begin their reconstruction efforts, we should al do some serious thinking
about the next disaster, whatever form it takes.

Editor’s note: This article was written in 2004 following hurricane Ivan but has
added relevancy following the 2005 hurricane season.

Programs Manager Jerry Brown was avital member of ERC staff from 1997 until 2005
when he passed away. During Jerry’s tenure at ERC he was a dedicated mentor to staff
members. He helped them to understand the mission of the organization, and learn how
toachieveitsgoals. Asatributeto the professional development he nurtured within ERC
staff members, ERC has dedicated a summer internship in hismemory.
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« How will thevaluesand standards be
communicated?

« How will we know if people are fol-
lowing the standards and living the
values?

» How do we encourage people to fol-
low the standards and live out the
values?

+ How do we deal with mistakes, mis-
understandings, and misconduct?

+ How dowe measure and eval uate our
performance as an organization?
The Foundation
Prior to my time here, the ERC

drafted a Values Satement. Although
many of the staff members who helped
create the document are no longer with
our organization and we have picked up
new people along the way, these four
core values (honesty, respect, trust, and
excellence) till resonate as the ideals
and goals that we aspire to as an orga-
nization and as individuals within this
organization.

In addition to our Values Statement,
we also have had an Ethics Committee
in place. The composition of the Com-
mittee has changed over time, so that it
will coincide with staff needs and size.
In its current form, the Committee in-
cludes: the Ethics Officer and three
other staff members—two of which are
permanent, while the other position ro-
tates each quarter. Also, because sev-
eral of our memberswork remotely and
we want to stay aware of any specials
concerns they have, there is one mem-
ber of the Committee who works away
from our main office.

The goal of the Committee has been
to promote our core values and to serve
as a resource for any staff members
with ethics questions or concerns. Even
at an organi zation devoted to ethics, we
still haveto work at living our core val-
ues and we have to make concerted
efforts to keep them at the forefront of
our thinking and our interactions. Over
the years, the Ethics Committee has
been involved in afew different activi-
ties and programs. We drafted a Non-
Retaliation Policy and made surethat it
became a permanent part of the ERC

— Continued on Page 8—



Enterprise Risk Management: The COSO Framework

By Colleen Cunningham, President
and CEO, Financial Executives
International & ERC Board Member
High profile business scandals, eco-
nomic sowdown causing many business
failures, world events - all have created
anincreased awareness of theimportance
of risk management, governanceand con-
trol. They have emphasized the danger of
not paying attentionto risksand uncertain-
ties. On September 29, 2004, the Commit-
tee of Sponsoring Organizations of the
Treadway Commission (COSO) released
“Enterprise Risk Management - Integrated
Framework” (the “Framework™) to pro-
vide companieswith aroadmap for identi-

fyingrisks, avoiding pitfallsaswell astak-
ing advantage of opportunities to grow
shareholder value.

The Framework builds on COSO’s
previously issued framework - Internal
Control - andidentifiestheinterrelation-
ships between enterprise risk manage-
ment (“ERM”), internal control and en-
tity management. The Framework is
much broader that the Internal Control
Framework and expandsonit. It defines
risk and risk management, provideskey
principlesand concepts, acommon lan-
guage and other elements of a compre-
hensive risk management framework, as
well asproviding criteriafor companies

to use in determining whether their risk

management iseffective, and if not, what

is needed to make it so.

So, what is ERM? It is defined as a
processfor identifying, analyzing and man-
aging risk across the entire enterprise.

The ERM Framework has eight
components:

* Internal Environment - sets the
foundation for how risk and control
are viewed and addressed by the en-
tity - what istherisk philosophy? Eth-
ics and integrity of senior manage-
ment isavital part of the culture that
drivestheinternal environment

— Continued on Page 9—
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Employee Manual. We also launched a
coupleof initiativesaimed at publicizing
our core values, which have met with
varying levels of success:

« A bulletin board focused on our
values. The bulletin board did raise
awareness of our values and encour-
aged peopleto think onthem. After a
while, though, it became difficult to
update and, once it ceased to be a
source of new information, peoplelost
interest.

« Weekly conversations at staff meet-
ings about our values. These con-
versationswere hel pful becausethey
encouraged self-reflection (How
have we lived out this value in the
last week? How could we improve?)
and also served as avehicle for staff
appreciation and support (Who has
exemplified thisvalue? How?) After
awhile, theseconversationsfet alittle
redundant and we took break. Be-
cause we have added staff, though,
we plan to take up similar conversa-
tionsagain. It should serve asagood
reminder for those of us who have
been hereaswell asasolid introduc-
tion for newer staff.

Inaddition to reviving the Ethics Com-
mittee, part of our action research
project has been to articulate the roles
and responsibilities of the Ethics Officer
(EO) and the members of the Ethics

Committee (EC). The Ethics Commit-
tee members:
» Publicize core values (CV) and mis-
sion/vision (M/V) of the organization
« Promote CV and M/V
« Exemplify and liveout CV & M/V
+ Areavailablefor staff to talk with and
raiseethicsconcernsinvolvingthe EO.
The Ethics Officer:
» Convenes the EC
+ Isavailablefor staff to talk with and
addresg/rai se ethics concerns
+ Communicateswith the President re:
ethics issues
» Conductsethicstraining for the Board
+ Meetswith Board at regular intervals
« Brings ethics issues to the Board, if
needed.
My Experiences
Even beforethejob description of the
ERC ethics officer was finalized, staff
members expressed gratitude that we
again had someoneinthisrole. Withina
day or two, people were coming to me
with their questions and concerns. Al-
though | tried to do my due diligence
before accepting the job as ERC Ethics
Officer, | didn't really know what | was
getting myself into. | am not sure that |
could have. It's been more challenging
and more fulfilling than | could have
imagined and that is, in large measure,
because the ERC is a small organiza-
tion.

Although it's also the aspect | enjoy
most, the mgjority of the challengeshave
been around the counseling and report-
ing aspects of the ethicsfunction. We're
awarm, friendly, very collegial group,
which meansthat we all talk and we all
learn from each other. We seek advice
and give assistance to each other every
day. We do it so often and so naturally
that we don't even realize it's happen-
ing. That'sawonderful thing, but it also
presents a challenge for the ethics of-
ficer in asmall organization: whenisa
conversation just atalk between friends/
colleagues and when isit a“report” (of
sorts) to the ethics officer? And, if it
starts out as the first and ends up being
the latter, what parts are private as
friends/colleagues and which parts are
confidential as part of an employee/EO
relationship?

Early on, | realized that these were
critical questions that needed address-
ing. Asaresult, | havetried to discipline
myself so that, when people come talk
with me, | actively ask whether they are
talking with mejust asafriend and col-
league or whether they’ re coming to me
asthe ethics officer. Also, during a staff
meeting, | let people know that | would
be asking this question of them and |
asked their help aswell. Althoughwe're
till learning at it, the system really has
helped. | feel comfortableasking people

— Continued on Page 9 —
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+ Objective Setting - high level goals
aligned with entity’smission/vision -
all employees must understand the
entity’sobjectivesasit relatesto their
individua function

- Event ldentification - what inter-
nal/external sources can influence
strategy and/or achievement of ob-
jectives?

« Risk Assessment - analysis of the
likelihood that an event will occur and
the potential impact of the event on
the entity

» Risk Response - Action taken as a
result of therisk - e.g., exit activities
causing therisk, reducethelikelihood

or impact of therisk, transfer or share
the risk with another party, or accept
therisk

« Control Activities - what policies/
procedures have been established to
ensure that the risk responses are
carried out?

+ Information & Communication -
communicating accurateinformation
on atimely basis and to the right
peopleis key to an effective ERM

« Monitoring - ensures that all com-
ponents of ERM continueto function
at all levels- includesonetime evalu-
ationsaswell asongoing activities
In order to implement an ERM using

Being an Ethics Officer for a Small Organizations, Continued from Page 7

totell mewhat they arelooking for from
a conversation. Often, my colleagues
have come to me and, from the start
said, “| needto talk with you asour eth-
ics officer.” It's a simple thing, but it
definitely aids mein understanding what
| should and should not do with what
we discuss; it makes things much
clearer for me. Whether it is my col-
leagues or | that initiate it, defining the
purpose of the conversation gives us
both piece of mind and enables me to
better meet their needs.

A second counseling/reporting issue
involves how | deal with the informa-
tion that is given to me. | am asked to
address concerns and to be thoughtful
about ethical issues. In some cases, this
means recognizing that a person just
needs to be heard and what he/she said
should not color my impression and my
relationship with the person who we dis-
cussed. On the other hand, some issues
merit lingering concern. Part of my job
is to be aware of any problems that
might be devel oping in the organization
and, when appropriate, to bring them to
Pat or (if it ever became necessary) the
Board. The role of the ethics officer
would probably be easier if the line be-
tween ethics counseling and ethics re-
porting were more distinct, but it isn't
always.

Like so many things with this posi-
tion, | am asked to make ajudgment call.

When situations become difficult to de-
cipher, | use certain personal, profes-
sional, and organizational guidepoststo
help me:

« How can | addressthisissuein away
that isconsistent with the ERC’score
values of honesty, respect, trust, and
integrity?

+ What are my obligationsin terms of
the long-term health of the ERC?

« How can | best respect and honor the
trust that the reporting employee had
in me? How would | want this situa-
tion handled if | were him/her? How
do I think he/she wants it to be ad-
dressed?

« How can | be respectful of the em-
ployee who the report was about?
How would | want this situation
handled if | were him/her? How do |
think he/she would want it to be ad-
dressed?

After asking these questions of my-
self afew times, | realized that | could
actually ask some of these questions
during the conversation, rather than just
guessing at the answers. As a resullt, |
make an effort to discuss with my co-
worker at some point in the conversation:
« After having achancetotalk through

things, do you feel that any more

needs to be done?

» Becauseit'saways best to deal with
situationsat thelowest level possible,

— Continued on Page 10 —
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the Framework, start with an analysis
of the internal environment and work
your way down the list of components.
It's easier to start small and keep the
project manageable, then expand it to
other areas. Many companies have
used the COSO Internal Control frame-
work for their assessment of the inter-
nal control environment under Sarbanes
Oxley Section 404. Companies can le-
verage that compliance effort to imple-
ment a broader ERM effort to get more
value.

Why implement an ERM? An ERM
can support value creation by helping
company deal effectively with potential
future events that create uncertainty,
respond in a manner that reduces the
likelihood of downside outcomes and
increases the upside and seize opportu-
nities. The idea behind ERM isto cre-
ate value with good corporate gover-
nance. Audit committees and regulators
are also recognizing the value that ap-
propriate risk management can play in
corporate governance. When Fannie
Mae reached an agreement with regula-
tors recently to address accounting and
control issues, one of the corrective steps
they took wasto hire achief risk officer.

Everyonein an organization has some
respons bility for enterpriserisk manage-
ment. The success of an ERM imple-
mentation is dependent upon everyone
throughout the organization being aligned
with the objectives and priorities of the
company in the context of the
company’s internal environment (cul-
ture). Therefore, communication down
to every level of the organizationis es-
sential.

No matter how well designed and
executed, ERM cannot ensure an
organization’s success or guarantee re-
sults. The future will always be uncer-
tain and some events are outside of
management’s control. However, by
putting in place aprocesstoidentify and
analyze both internal and external risks,
the chances of your company weather-
ing an event are much greater.

For more information on COSO’s
ERM framework visit COSO’'swebsite

at WwWw.C0s0.0rg.
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fying information from anonymous
sources, who often have an ulterior
motivein planting astory with the press.

No uniform, enforceable ethical code

Whilejournalism likesto think of it-
self asaprofession, it doesn't share the
most common characteristics of the
other true professions, such aslaw and
medicine. There is no standard educa-
tional program to prepare journalists;
entry to the occupation is open to any-

onewith educationin any field (or little
education at all, which was quite com-
mon two generations ago, when few
journalistswere college educated). As-
piring journalistsaretypically not tested
on any body of substantive knowledge
(history, economics, government), even
by their hiring employer.

Thereisno accreditation or licensing
requirement, either by their own profes-
sional societies or by government.

Being an Ethics Officer for a Small Organizations, Continued from Page 9

(Governmental licensing of the press,
reguired in some less-developed and
authoritarian nations, would be anathema
in the U.S., given America's First
Amendment safeguard of press free-
dom).

While a set of ethical standards has
evolvedinformally over theyears, there
iS no one canon that everyone in jour-
nalism agrees to. And there are no ad-

— Continued on Page 11 —

would you feel comfortable confront-

ing him/her directly?If so, let’stalk/

think through what that conversation
might belike.

« | cantalk about thissituation with him/
her. I'll probably bring it up by saying
things like... Does that accurately
represent and address your concern?
Areyou comfortable with that?

» (If necessary) | think this is some-
thing that Pat/Moira (our VP) needs
to know about. If you want to talk
about it with her directly, | cangowith
you and help you talk/think throughiit
beforehand. Or, if you' d prefer, | can
tell her myself.

Because the counseling and report-
ing aspects of the ethics officer rolefre-
guently involvejudgment callsand, ona
rare occasion, can be quite a burden to
shoulder alone, | have had to address
the issue of my own need for support. |
sometimes wonder where | can go for
help and advice about the concernsthat
people raise to me. | am used to being
able to depend on my colleagues. | fre-
quently ask their opinions about issues
because | respect them and | know how
wise and insightful they are. But, when
the office is so small and we all know
who | just had a closed-door conversa-
tionwith, it hardly seemsethical to seek
the counsel of others who would surely
figure out that my “hypothetical” situa-
tionisreally happening to someone and
even who that someoneis.

Fortunately, in additionto the ERC, |
have some other resources that | can
draw on—people | respect and trust who
do not know the parties involved and

with whom a hypothetical can actually
bethat. It'sarelief to have outside sup-
port from people who have more expe-
rience in the workforce and who, in
some cases, have very specialized
knowledge that they share (including
expertise in the law) but who are re-
moved from the situation and the par-
ties involved. It's a way of garnering
advice without comprising the privacy
of my colleagues and misusing their
trust.

Also, | have been able to draw on
members of the Ethics Committeeasan
internal resource. | do not discuss any
concerns my colleagues have brought
to me, but the EC members provide me
with a sounding board for the ethical
questionsand concerns| face. They help
mejust as| (hopefully) am ableto help
othersin my organization.

An additional challenge I’ ve experi-
enced involves my own conduct. Like
everyoneelse here, | try tolive our val-
ues. | try, but I'm not always success-
ful. | work at anonprofit devoted to eth-
ics, but I'm still human. The people
around meknow my foiblesand arevery
understanding, but | think my behavior
takes on another level of meaning now:
it's one thing for a colleague to get an-
noyed, to rant and vent, and blow off
steam. It'snot ideal, but it’s understand-
able. But, when that colleague is the
ethics officer, the behavior seems|ess
forgivable, if not necessarily to my col-
leagues, at least to me. It's an honor
to act as an ethical leader in my orga-
nization, but it also brings with it re-
sponsibility.

— 10—

A fina issue deals with what 1I’'ve
heard referred to as“role conflict.” Just
as| have sometimes wondered whether
acolleague is talking to me as a friend
or the ethics officer, | am sometimes
conflicted by the fact that | am always
both. | have noticed this most acutely
during the more social aspects of my
interactions with coworkers. How do |
handle thetimes after work whenwe're
having dinner or happy hour and some-
one mentions something that concerns
me as the ethics officer? The most rea-
sonable and responsible way to handle
thesituation isto make apoint of talking
about it with the person afterwardsin a
more private setting. The more difficult
part is the in-the-moment aspect: how
doyou gently, yet quickly, divert the con-
versation to some other topic without
being acensor in agroup of colleagues
who are also friends?

Less than five months have passed
since | got that fateful email from Pat. |
didn’trealizethe chalengesthat I’ d face
and the questions I'd have. But | also
couldn’t envision how rewarding it would
be. | know that thereisagreat deal more
that | have to learn about this role and
ways that we can improve upon the
many things about the ERC that are al-
ready wonderful. | hopethat thelessons
I’velearned and thelessonswe' relearn-
ing as an organization will help illumi-
nate the path for other small organiza-
tions. It’s an exciting and humbling en-
deavor to be a part of, and | look for-
ward to sharing it with my colleagues at
the ERC and with you in the months and
years to come.
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judicatory bodies, such as state bar as-
sociationsor medical societies, towhich
ethical violationsin journalism and pub-
lishing can bereported for investigation.

Finally, thereare no disciplinary powers
residing in press organizations.

In practice, therefore, ethical stan-
dardsvary gresatly from publisher to pub-
lisher. A practice that might be com-
mon in the newsroom of a supermarket
tabloid—such as paying for an exclu-
sive interview—would be verboten in
mainstream press organizations. A re-
porter who might bejust placed on sus-
pension for a certain violation at one
paper would be fired by ancther.

One example of variations in stan-
dards: Some press organizations, such
as The Washington Post Company and
Kiplinger, do not permit their editorial
employees to accept fees for speeches
before any kind of audience. But other
news organi zations, especially broadcast
companies, permit such speaking fees
in some cases; indeed, many celebrity
TV journalistsderivesignificant personal
income (in fees of $20,000 or so per
appearance) from addressing audiences
at business conventions.

A healthful trend in press account-
ability has been the sprouting of ombuds-
men at news organizations around
America—seasoned journalists who
serve as internal ethics watchdogs.
They receive inquiries and complaints
from readers about fairness, conflicts of
interest and other concerns. They con-
duct internal investigationsand report on
their findings in published stories, usu-
ally on the editorial or op-ed pages of
the paper. They sometimes agree with
the complaint, but sometimes they de-
fend the paper’soriginal handling of the
story.

Thereare many professional associa-
tionsin the pressworld, and while they
do not havelicensing or disciplinary pow-
ers over their members, most of them
have codes of ethics particular to their
realm.

The broadest professional organiza-
tion, the Society of Professional Jour-
nalists (SPJ), has athoughtful, compre-

hensive ethical code that covers such
subjectsas conflicts of interest, respect-
ing the public’sright of privacy, and ac-
countability for journalisticerrors. Their
first code of ethics was borrowed from
the American Society of Newspaper
Editorsin 1926, and it wroteitsown code
in 1973, with severa revisions in the
years since.

Even SPJ's ethical code, as sweep-
ing asit is, recognizes the wide differ-
ences of opinion within the news busi-
ness, as well as special circumstances
that might require someethical leeway.
There are relatively few iron-clad pro-
hibitions (“never”), but plenty of phrases
like “be wary of...”, “be cautious
about...”, and “bejudicious about.”

Theclearest, |east-controversial rules
relate to conflicts of interest by journal-
ists. While it was once common for
editorial personnel to accept entertain-
ment, meals, travel and giftsfrom news
sources representing commercial inter-
ests, thisis taboo today at virtually all
major mediaorganizations. Today jour-
nalists and their sources split the lun-
cheon tab, going “Dutch treat.” And
reporters are required to inform their
editorsif any potential conflict of inter-
est—whether familia relationship, own-
ership of an asset, or strongly held be-
lief—might precludetheir fair coverage
of astory.

An Internet without ethical standards

The Internet has raised new ethical
challengesfor thejournalism profession.
Quasi-journalistic Web logs, or blogs,
operate without the ethical standards
and constraintsof traditional journalism.
They are often one-man shows. They
typically do no fact-checking, and there
are no seasoned, skeptical editors to
guestion the accuracy or fairness of
what they publish online. Somereadily
disseminate unsubstantiated gossip.
They are free to shill for commercial
interests, hype penny stocks or manipu-
late markets, and it's difficult for any-
oneto proveit.

Blogscan put aflimsy story into play
with the speed of electrons whizzing
around the world. And then the main-

stream press is faced with the dilemma
of whether to match what the blogshave
written, with or without substantiation,
or ignore the story as long as they can.
Regrettably, many reputable news or-
gani zations are choosing to rush similar
stories into print, often prematurely. It
would be preferable if more editorsig-
nored the gossip or waited until they
firmed up areal story, having the cour-
ageto say totheir readers, in effect, “Not
all news is fit to print” (to paraphrase
the classic slogan of The New York
Times).

More violations, or just higher stan-
dards?

As in many other fields, what may
seem like a surge in unethical behavior
injournalism might simply bethe rede-
fining of once-accepted practices as
improper in a climate of heightened
awareness and higher standards today.

For example, it was very common in
decades past for political reporters to
simply not report on inappropriate be-
havior by public officialsthey covered—
excessivedrinking or emotional problems
that affected performance, sexual ha-
rassment of employees, etc. Today such
behavior isdeemed highly newsworthy,
and it would be unethical of reportersto
look the other way.

Among journalistswho write human
interest” columnsin newspapers, some
say that embellishing such featureswith
paraphrased or invented quotesand com-
posite characters—for which afew col-
umnists have been disciplined or fired
recently—had long been a common
practice, and editors knew it and didn’t
care. Whilethiswould be unacceptable
in hard-news stories, they say, it was
deemed okay in the colorful world of
columnwriting.

But we can't attribute the greater
number of journalistic ethics problems
today simply to higher standards. In
some cases, it's a matter of lower pro-
fessional standards.

The dilemma of anonymous sour ces

Taketheissue of publishing newssto-

ries derived entirely from sources who
— Continued on Page 12 —
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arenever identified inthe stories. Until
the early 1970s, most reputable news
organizationswould not publish astory
unless at least some of the sourceswere
willing to be cited or quoted “on the
record,” within the story. Anonymous
sources could be used as basis for the
initial tip, but their information had to be
confirmed by identified sourcestoo.

Theonly legitimategroundsfor grant-
ing anonymity to a source was the
reporter’s belief (and his editor’s) that
the source would be at grave personal
risk—for example, of bodily harm—if
hisor her identity wererevealed. Such
risks were often very real in crime in-
vestigations, where witnesses and oth-
ers with knowledge of a crime were
clearly indanger if identified.

The Watergate exposesin The Wash-
ington Post and other news organiza-
tions—stories based largely on unnamed
sources—made the use of anonymous
sources much more respectable and
prevalent in the news business. Over
time, the standard for granting confiden-
tiality toasourcewasprogressively low-
ered. Even though newly enacted
“whistle-blower” laws shielded both
public and private-sector employees
from retribution, reporters would rou-
tinely grant anonymity to sources for
exposing wrongdoing by their employers.

Eventually, most reporters would
promise anonymity to virtually any
source, simply on the grounds that the
source might be embarrassed or incon-
venienced by being identified in anews
story. This gave sources virtually free
rein to say anything they wanted, and it
gave rise to the risk that unscrupulous
sources could use trusting reporters to
further their personal agendas and even
spread false information. The most
careful news organizationstried to pre-
vent thisby requiring corroboration from
multiple anonymous sources, but some
didn’t go to such lengths.

There haslong been confusionin the
news business about what “ source con-
fidentiality” really entails. Somereport-
ersbelievethat they havearight toshield
the identity of their news sources not
just from the public, but also from their

editors, who wouldjust haveto trust that
the reporter’s source really existed and
was telling the truth. But most news
organizations, having seen their peers
burned by unreliableanonymous sources,
take the position today that reporters
must reveal source identities to their
immediate superiors. While many news
organizations assert that they have a
First Amendment right not to reveal their
sourcesto law enforcement officials, not
al courts agree with this blanket privi-
lege, and have subpoenaed reporters to
cooperateininvestigations.

The pendulum of reliance on anony-
mous sources swung too far for many
years, but now it seems to be moving
back towardsamiddle ground of tougher
standardsfor granting confidentiality, and
more reluctanceto publish stories based
largely on unnamed sources.

Ethics in the media business

Thejournalism professionisnot syn-
onymous with the business of publish-
ing, broadcasting and entertainment. In
fact, the professional ethics of the cre-
ative people who write and produce
media" content”—editorial material, TV
programming, moviesand music—have
long been at odds with the commercial
interests of the business people who
own and manage media enterprises.

Thereisan old (and cynical) saying
that “freedom of the press belongs to
those who own one,” meaning that the
owners of media properties, not their
editorial employees, have the final say
on what goes into their newspapers,
magazines and broadcast programming.
If they intrude on the independence of
their editorial staffs, the journalists are
free to object or quit in protest, but the
publisher or station owner will prevail,
because they literaly “own the press.”
But they exercisethis power at therisk
of damaging the reputation of their com-
pany for integrity.

At small, lessfinancially secure me-
dia companies, publishers and station
owners sometimes pressure the news
staff to go easy on big advertisers, or
even find ways to mention them favor-
ably in articles. The editorial staff finds

this unethical and repugnant, but they
often go along out of fear of being fired,
or becausethey feel the survival of their
publication (and their jobs) requiresthis.
In some entire categories of magazine
publishing—for example, women'sfash-
ion magazines—there haslong beenahigh
and unseemly correlation between their
advertiser list and the products (clothing,
cosmetics, jewelry) that arepositively fea-
turedintheeditoria content.

But at the most ethical media busi-
nesses today, the independence of the
editorial and creative staff is respected,
and thereisafirewall that prevents ad-
vertising relationshipsfrominfluencing
the content of theeditorial product. That
means that the automobile editor isfree
to pan the new cars of a particular
automaker, even if the company isabig
advertiser in the magazine or newspa-
per. And personal-financejournaistsare
free to criticize the performance of a
mutual fund that might be aregular ad-
vertiser in their magazine.

Different rules in the entertainment
media

Thetaint of undue commercial influ-
ence is common in all entertainment
mediatoday, where ethical standardsare
generaly lower than in the news busi-
ness. Fifty years after thefirst “ payola’
scandalsin radio music—when suppos-
edly independent disc jockeys were
bribed to play the new releases of record
companies—it is likely that radio play
listsaretill being influenced by thelav-
ish entertaining, giftsand under-the-table
payments of the major music labels.

And producers of TV shows and
movies, hungry for additional revenue,
routinely sell script mentionsand visual
placements of commercial products—
soft drinks, candy bars, automobiles,
etc.—tothehighest bidder. Screenwrit-
ers and directors find this to be a dis-
tasteful intrusion on their creative free-
dom, but they usually do asthey aretold.
And the viewing audience is never told
about the deal.

Sometimes TV news directors and
producers have been unwitting pawns
of commercial interestswho duped them

— Continued on Page 15 —



Excerpt from Ethics Effectiveness QuickTest: Measurement

Thisinstrument was designed by Principa Consultant Frank
Navran to assess an organization’s ethical effectiveness.
Responses to questions in each of twelve ethics manage-
ment areas hel p identify what isworking well within an orga-
nization and where improvement might be required.

The following excerpt deal s with Ethics Measurement.

Measures of Ethical Effectiveness

Once ethics policies and procedures are in place, the or-
ganization should develop measurements for determining if
its ethical standards are being maintained and if those stan-
dards are yielding the desired results.

Indicate your response by circling the appropriate rating for each question.

Conformance to each of the organization’s ethics policies and proceduresis routinely monitored and measured.

5 6 7

The continuing effectiveness of each ethics policy and procedure is routinely monitored and measured.

5 6 7

Results of periodic ethics measurements are included in discussions of overall organization performance.

5 6 7

Leaders are held accountable for the ethics effectiveness of the organizational unit(s) they oversee.

5 6 7

Individuals are held accountabl e for their personal conformance to organizational ethics standards.

5 6 7

Results from ethics monitoring are integrated into personnel appraisals and performance reviews.

5 6 7

The organization has processes for auditing/eval uating ethics measurements to ensure reporting accuracy.

5 6 7

The organization routinely measures the costs/benefits of its overall ethics strategy, policies and procedures.

1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
Scoring:

5 6 7

< 4 = Ethics measurements are either missing or ineffective.
4-6 = Ethics measurements are marginally effective.
> 6 = Ethics measurements are clear and effective.

Potential Impact
Ethics measurements are your means for determining the
levels of conformance to and effectiveness of your system
of ethics strategies, goals, policies and procedures. Ineffec-
tive ethics measurements can result in:
a. Low levels of conformance to ethics standards that jeopar-
dizethe organization’sethicsvision, and thusitsintegrity.
b. Decisions that violate ethics policies and procedures re-
maining undetected.
c. Individua employeesdisregarding ethica standardsintheir
day-to-day activities.
d. Leaders not knowing to what extent their own organiza-
tions are conforming to ethics standards.
e. Inconsistent level s of adherenceto ethics standardswithin
the organization.

f. Ethics performance reported in ways which misstate
necessary information.

g. The ongoing adherence to ethics policies that have be-
come outdated.

h. Continuing ethics policies that are not cost-effective as
the meansfor realizing your ethics strategies and goals.

Recommended Actions
Your ethics measurements must evaluate how effectively
your policies and procedures support your ethics strategies
aswell as organizational conformance to ethics standards.
To establish workable measures of ethical effectiveness
the following sequence of actionsisrecommended:
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Ethics and Values Crossword
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(Please note: the number in parentheses following the clue indicates the number of letters in the answer.)

Across

1. Capacity or ability to take charge
and serve as a good example (10)

3. Afeeling of appreciative, often def-

erential regard, for someone or some-
thing that you consider important (7)

7. Feeling and exhibiting concern and
empathy for others (6)

13. Strict adherence to moral values
and principles(9)

14. Intense or exultant happiness (3)

15. Fairness and straightforwardness
of conduct (7)

16. Sharing information and acting in
an open manner (12)

20. Core beliefs that guide and moti-
vate attitudes and actions (6)

21. Genuineness, honesty, and freedom
fromduplicity (9)

23. A feeling of intense desire and at-
traction toward a person or idea (4)

24. Being bound emotionally or intel-
lectually to a course of action or to an-
other person or persons (10)

28. ldentification with and understand-
ing of another’s situation, feelings, and

motives(7)

31. Thefeelingthat something desired
can be had or will happen (4)

32. Modesty in behavior, attitude, or
spirit; not arrogant or prideful (8)

35. Being personally accountable (14)

36. A feeling or attitude of devotion,
attachment and affection. (7)

39. Consistent performance upon
which you can depend or trust (11)

41. Consistent withrules, logic, or eth-
ics(8)




42. Theability to make good judgments
based on what you have learned from
your experience (6)

43. Sharing, participation, and fellow-
ship with others (9)

46. Thewillingnessto stop blaming or
being angry with someone (11)

47. Deep awareness of the suffering
of others coupled with the wish to re-
lieveit (10)

48. Firm belief in one's powers, abili-
ties, or capacities (10)

49. Facing danger, fear, or vicissitudes
with confidence and resol ution (7)

50. Doing something right because it
isthe good thing to do (6)

Down

2. State of possessing good qualities
in an eminent degree (10)

4. Adherence to the exact time of a
commitment or event (11)

5. Exercising the duties rights, and
privileges of being aresident of acoun-
try (11)

6. The way people behave based on
how their beliefsabout what isright and
wrong influence behavior (6)

8. Thankfulnessand appreciation (9)

9. Theability to accept delay, suffer-
ing, or annoyance without complaint or
anger (8)

10. Forgiveness shown toward some-
one whom you have the power to pun-
ish(5)

11. A state of calm and peacefulness
(1)

12. A central guide and reference for
usersin support of day-to-day decision
making (3 words) (13)

17. Recognizing and respecting the
beliefs or practices of others (9)

18. Liberality in giving or willingness
togive (10)

19. The quality or state of being be-
neficent (8)

22. Inventiveskill or imagination (9)

25. Individua beliefsabout what isright
and wrong (6)

Who'’s Watching the Watchdog?, continued from Page 12

26. Generosity toward others or to-
ward humanity (7)

27. Theability to perceivethingsinther
actual interrelations or comparativeim-
portance (11)

29. Process of employing continuous,
careful thought and examination (13)

30. Confident belief inthetruth, value,
or trustworthiness of a person, idea, or
thing (5)

33. Ability tobeginor tofollow through
energetically with aplan or task (10)

34. Freefromtheinfluence, guidance,
or control of another or others (12)

37. A bright, hopeful view and expec-
tation of the best possible outcome (8)

38. Freedom from war or violence (5)

40. The state or quality of being ad-
equately or well qualified (10)

44. Conformity to moral rightness in
action or attitude (7)

45. Principled uprightness of charac-
ter; personal integrity (5)

into unethical behavior. For example,
several talks shows during the 2004
Christmas season booked a guest who
was purportedly an authority on whole-
some, non-violent children’stoys. The
producersdidn’t learn until later that the
“expert” was being paid by toymakers
to recommend their products.

These practices, seemingly new over
thelast 15 or soyears, areactualy athrow-
back to the early days of radio (in the
1930sand’ 40s) andtelevision(inthe* 50s),
when sponsors had a lot influence over
the content of programming, often insist-
ing on product plugswithin the show. In
theearly *50s, the pioneering TV journa-
ists who served as news anchors were
sometimes required to do the sponsors
commercias themsealves during the live
broadcast, on aset adjacent totheanchor’s
desk. It took adetermined ethical protest
by the broadcast news labor union to fi-
nally end the practice.

An evolving ethical landscape
Exampleslike these above show that
ethics in journalism and the media in-
dustry are not aconstant or an absolute,
but an ever-evolving situation that shifts
with social mores, economic pressures,
technology and the shifting balance of
power between editorial and commer-
cial interests. High ethical standards, in
business and the professions, are easier
to uphold in times of prosperity than
when the bottom lineis under pressure.
Overal, journalistic ethicstoday are
probably higher than in many earlier
periods of American history. The “cul-
ture wars’ and partisan strife of today
can’'t hold a candle to the acrimony in
the press of the Federalist period, when
journalists variously supporting
Jefferson, Adams and Hamilton had no
compunction about spreading vicious
rumors and lies about their opponents.
And the low point of an ethical, inde-

pendent presswas probably the“yellow
journalism” era of the 1890s, when the
reporters of feuding newspaper barons
like Hearst and Pulitzer whipped their
readers into frenzies to sell papers.

Having said that, recent lapsesin jour-
nalistic integrity have plunged today’s
pressintoacrisisof confidencetheir own
sagging self-confidence and society’s
confidenceinthepress’ credibility. [t will
take a concerted effort of soul-search-
ing and tougher self-palicing by the press
to restore the public’s faith in the news
profession.

Theeffort, of course, isvitally impor-
tant, because an independent press of
high integrity is a keystone of democ-
racy, not just in the U.S. but especially
in emerging democracies around the
world. Theworldiswatching theAmeri-
can media, and it must continueto bean
institution worthy of global emulation.



Ethics Effectiveness Quick Test, continued from Page 15

1. Develop Standard Measurements. Measurements
provide employeeswith theinformation they need to monitor
and assess their conformance to ethics standards.

2. Include Ethics Measurements At All Levels.
Ethics conformance and effectiveness should be measured
at al levels: individual, group, operating entity and the overall
organization.

3. Establish Reporting Procedures. The organization
must develop meansfor collecting relevant data for measur-
ing conformance to ethics standards.

4. Establish Feedback Mechanisms. The organization
must develop ways to report ethics effectiveness at the indi-
vidual, group and organization levels.

5. Integrate Your Systems. To optimize the impact of
your ethics effectiveness measurements, they must be inte-
grated into your overall system of performance measures.
Ethics effectiveness should be treated as just another suc-
cess indicator.

6. Train Your Employees. Employees need training on how
to effectively utilize the ethics measurementsyou devise.

7. Measure Both Conformance And Effectiveness.
It is not enough to measure conformance to ethics policies
and procedures. Ethics standards must be continually evalu-
ated for appropriateness to ensure the cost-effective redliza-
tion of your organization’s ethics values and strategies.

Take the Ethics Effectiveness Quick Test or download a
PDF copy at www.ethics.org/quicktest

As the oldest non-profit in the United States
devoted to organizational ethics, ERC advances
under standing of the practices that promote ethi-
cal conduct, through research, measurement of
ethics and compliance program effectiveness, and
the development of white papers and educational
resources based on overall findings.

ERC also sponsors character development pro-
grams for educational institutions and a Fellows
Program for cor por ate ethics officersand academ-
ics who engage in practical research that ad-
dresses emerging issues in corporations.

Ethics Today Online, an electronic newsletter,
isaforum for exploring a broad range of business
ethics and character development issues. It is
published monthly by the ERC and sent free to
registered subscribers. Read current and back is-
sues of Ethics Today Online or add your name to
the email list at www.ethics.org/today.

You can also contact us at:

Ethics Resource Center

1747 Pennsylvania Ave, NW, Suite 400
Washington, DC 20006

Phone: 202-737-2258

Email: ethics@ethics.org

Ethics Resource Center
1747 PennsylvaniaAve., NW, Suite 400
Washington, DC 20006

FPO:
Insert
ERC

L ogo

Building ethical leadership and integrity worldwide.
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