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There was little comfort in the National Business Ethics Survey released by the Ethics Resource Center (“ERC”) this month.  It left many companies questioning the effectiveness of their formal ethics programs, especially those established in reaction to the Sarbanes Oxley legislation.  While the “Sox” Act certainly compelled many companies to take positive action, the desired effect of reducing misconduct has yet to be realized.   In fact, when one considers the huge efforts that businesses are making to promote ethical behavior in the workplace, the outcome is downright disappointing.

Formal ethics program initiatives have increased dramatically.  According to the ERC survey:

· 86% of employees were aware that their companies had written standards of conduct – an increase of 19% over the 1994 report. 

· 69% indicated training on ethics had occurred in their organization – up a whopping 32% over 1994. 

· Employees indicated that mechanisms available for providing ethics advice increased 15% from the year 2000. 

· Installation of hotlines (ways to anonymously report misconduct) increased 7% over 2003. 

· Discipline of employees who violate ethical standards rose 4% over 2003. 

At the same time, the survey seemed to indicate that these formal programs do very little to stop ethical breaches from occurring.  Maybe that is because leadership is unaware of ongoing problems.  While “little change has taken place since 1994 in the extent to which employees observe misconduct in the workplace.” only about half (55%) of those employees observing the misconduct were willing to report it to management.   In other words, while training and other methods enable employees to identify ethical issues, they were simply not confident in the company’s ability to handle their complaints.  Hence the cycle of mistrust is fostered:  Management can’t correct issues that have escaped their attention.  In turn, employees may interpret executives’ inaction as a lack of interest or concern for ethical values.  

Executive leaders have the greatest potential for reducing problems – the ERC reports that if “top management talks about the importance of ethics on a regular basis, they can reduce misconduct in their organization by as much as 30%.”  Unfortunately, this same group of leaders tend to be somewhat uninformed and therefore unrealistic about what is happening in their organizations.  Pat Harned, President of the Ethics Resource Center put it this way:  “Top management has the biggest impact, but the rosiest view.”  The lack of dialogue from the corner office seems to cultivate faulty assumptions that have a chilling effect on the new ethics initiatives.  

While many employees feel that management will not do anything about the infraction, others pass the buck by believing that someone else will take the initiative to report it.  Worse yet - 46% of the employees surveyed indicated that they are reluctant to speak up out of fear of retaliation.  (Probably with good reason.  At least 22% who reported issues indicated that retaliation occurred.)  

ERC survey results concluded that a company’s culture, not just policies, are the foundation for fostering positive behavior. For example, Enron is reputed to have had a model Code of Ethics policy, but they were missing some key elements.  To succeed, a company must be lead by trustworthy senior management who consistently demonstrate a sincere desire to promote character traits of honesty and moral courage.  The ERC found that, while formal program initiatives help contribute to an ethical culture, they can’t take the place of  the right kind of culture – one that inspires trust.  An ethics program will only succeed if actions are taken that go well beyond government mandated training programs and hotlines.  The responsibility for that rests squarely on the shoulders on the top executives.

