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Abstract:

How can an ethical-driven company be defined?

This paper presents a possible model for an ethical-driven company designed according to the Ethisphere
Institute selection survey for the World Most Ethical Companies.

The paper also presents how ethics is internalized in companies considered excellent in this field, through the
analysis of primary date like companies’ activity reports (annual, sustainability, ethics).

We use a qualitative approach since what is intended is not to know what the companies do but how they do
it. The research method was the Grounded Theory and the content analysis was done using
MAXQDAsoftware.

The analysis shows inconsistencies in the use of the word ethics and lack of clarity about what is and what
may be the role of ethics in organizations. It also shows that most companies are still in a “compliance
mode”, with no real incorporation of ethics in their strategy and core issues. The key point for a decisive
ethics incorporation seems to be the adoption of a purpose that encourages action, beyond profitability.

Keywords: Compliance, Ethics, Ethical-driven Companies, Grounded Theory, World Most Ethical
Companies, Companies Ethical Performance

1. INTRODUCTION

1.1. Ethics as a Necessary Condition for Sustainable Development

Managing the ethical performance of a company is always complex because we are talking about
behaviors, and "although patterns of behavior may be predictable, individual behavior at a specific
time is not predictable” [1]. So how should the design of an ethical company progress? We would say,
as the cat replied to Alice in Lewis Carroll novel, “that depends a good deal on where you want to get
to”, and we want to go for a sustainable development.

According to Wesaratet al “The effectiveness of implementing sustainable development programs
may depend on the degree to which companies emphasize organizational ethics”[2], on the
companies’s “Commitment to behave ethically” as Kaptein[3] stated in his Ethical Virtues
Model.And how are the companies that assume this commitment? How is ethics reflected in each of
the company's operations in light of this commitment?

Our starting point was Ethisphere Institute’s World Most Ethical Companies. We analysed the
selection survey to reach a portrait of a model company in terms of ethics’ relevance then through the
analysis of distinguished companies’ corporate communication, we tried to understand the state of the
art in corporate ethics.

The aim of this study is to identify what is the paradigm in terms of business ethics management
through Ethisphere Institute's vision and understand how ethics is lived in the companies considered
to be excellent in the field.
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A little warning: as Aristotle pointed out, at the Olympics “the most admirable and the strongest are
not the ones who are crowned, but those who compete for victory” [4], also here the fact that a
company is part of the “World Most Ethical Companies” does not mean that it is the most ethical, but
that it has applied and met the criteria, which, nonetheless, should not be overlooked.

1.2. Ethics and Compliance

The junction of ethics and compliance is the most common in companies, in fact “In practice, many, if
not most, practitioners have both Compliance and Ethics Responsibilities”[5]. Therefore, in many
studies, the term is used interchangeably to denote who cares for one or the other area or both. And
indeed, ethics and compliance officers, together or separately, have common challenges, and one of
those challenges in many companies is fighting the lack of legitimacy, and the perceived lack of
relevance to the business: “because Ethics and Compliance are often seen as clashing with dominant
business imperatives”[5].

For all these reasons, “drawing a distinction between the two concepts may seem unimportant. (...)
Indeed, the conscious choices that companies make about these concepts often define their
business”[6]. This is also our understanding, and since Ethisphere itself refers to the function as the
“person assigned overall responsibility for ethics and compliance,” we thought it would be important
to distinguish the two here so that it is clear which one is our object of study.

This need to clarify the words also arises in other studies: “The conflation of “business ethics” and
“ethics and compliance” also needs to be addressed by both scholars and practitioners. While
compliance managers and their related professional organizations have claimed the “ethics”
nomenclature, CSR managers described practices informed by ethical aspirations beyond legal
requirements.”[7].

According to the Ethics Institute and the Institute of Business Ethics [8], ethics and compliance have
distinguished, but yet parallel, functions: “If the definition of compliance is focused on laws and rules,
the key element of business ethics is values”[8] , “compliance is something that the government
requires you to do. Ethics, on the other hand, is something you choose to consider when taking
action”[6].

To put it in practical terms, when a company enters a new country, the role of the compliance officer
is to ensure the compliance with all local laws and rules. The role of the ethics officer is to promote a
discussion of how, although there are no laws related to the issue, the company will maintain its
purpose of, for example, protecting the environment. And that is why ethics is so important for
sustainable development, because it is the search for an ideal, the reflection on the possibility of a new
path in function of an ideal, the pursuit of a purpose: “Business ethics seeks to understand the ethical
contours and devise principles of right action for, business activity” [9].

For the purpose of this investigation we will thus focus on ethics, and when in certain citations or
references the word “compliance” appears along with “ethics”, that is because in practice and within
the literature, both concepts often appear together. Nonetheless, what we seek is the evidence of
ethics.

1.3. Methods Used

Our approach is qualitative since what is intended here is not to know what, but essentially how, to
perceive through the signs and the interpretation of these signs, the way ethics is lived within these
organisations and the relevance given to it. To put in other words, our purpose is “to discover rather
than test variables”[10].

We believe, as Trevifio et al (2014) have put it, that this approach “allows for more detailed,
exploratory accounts of how individuals perceive and cope with the challenges they face”[5]. Despite
this according to these authors this approach and sensibility rarely appears in top-tier journals.
Another study developed by McLeod et al[11] confirmed the same lack of qualitative and empirical
studies in the field of business ethics. The study, which includes an analysis of 45 journals listed in
the Financial Times, with no restriction of year of publication, allowed the conclusion that “87 % of
all studies on the ethical climate construct utilized survey methods whereas qualitative techniques,
archival, and experimental designs only make up 7,7%, and 2 %, respectively”[11].
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The methodology used is Grounded Theory, a specific methodology developed by Graser and Strauss
(1967) “for the purpose of building Theory from data” [12]. According to this theory, the researcher
himself is the starting point of the analysis through his initial idea and the choice of the material to be
analysed.: “In Grounded Theory, the analysis begins as soon as the first bit of data is collected”[13].
Finally, the researcher's mission is to have openness so that the theory can thus emerge.

For this reason, a literature review is not initially carried out in Grounded Theory, although it can be
used to clarify research questions as it was done here, but “After the first interview (S) or observation
(s), the researcher will turn to questions and concepts derived from the analysis of the data”[10]. At
the end we return to the literature review to see how the conclusions reached are referred to by other
researchers.

It is important to mention that the used methodology, influenced the article’s structure, resulting on
the joint appearance of the findings and conclusions of each analysed subject. Then there will be a
section of general conclusions and discussion.

1.4. The Sample and the Elements of Analysis - Methodological Approach by Steps

We take as a reference the European companies that were included in the 2019 World Most Ethical
Companies’s list from the Ethisphere Institute, which distinguishes “companies that exemplify and
advance corporate citizenship, transparency, and the standards of integrity”[14].

To be part of The World Most Ethical Companies’ list companies have first to apply, answering a
guestionnaire which includes aspects such as Governance; Ethics program - Structure, Oversight,
Responsibility, and Resources; Due Care; Written Standards - Policies and Procedures; Compliance;
Training; Awareness and Communication; Detection, Monitoring, and Auditing; Enforcement,
Discipline, and Incentives; Measurement of Ethical Culture; Third Party Management; Citizenship,
Sustainability, and Corporate Responsibility and Leadership and Reputation.

Since this questionnaire aims to verify if the applicant company is fits to be a part of the list, we
considered that there would be an underline a paradigm of excellence in the management and
incorporation of ethics in the company. We analysed the questionnaire looking for this paradigm,
looking for patterns and we drew a portrait an ethics oriented company from it.

This constructed portrait was used as a comparative point for the analysis of the institutional discourse
on the theme, used in the management and sustainability reports of the distinguished companies, to
find practical examples of ethics incorporation and identifying problems. We later felt the need to
validate and complement the conclusions we reached, and we included other documentation such as
the corporate website pages, in what relates to ethics.

Note that this is another of the Grounded Theory’s characteristics: the sample should not be
completely closed and defined beforehand, and throughout the analysis the researcher “decides what
data to collect next and where to find them, in order to develop theory as it emerges”[12].

All of the Ethisphere 2019 index European companies (18) were selected. Regarding the sources, we
analysed each company’s annual report, preferably from 2018 or, when not yet available, from 2017.
It is worth noting that the name of the company’s report was not always the same. Some companies
call it “management report”, others “report and accounts”, and in other cases, “integrated report”.

Sustainability reports were also analysed (where there was an integrated report, including data on non-
financial information, there was generally no sustainability report). The ethics ombudsman report or
the chief ethics and compliance officer report were also analysed (although companies that publish
such reports are rare).

These sources were chosen because they are companies’ official communication tools to some of their
most relevant stakeholders such as shareholders and investors. That is, we considered that, since
ethics is relevant to these companies, the approach taken to it should be included in these reports. On
the other hand, regarding the management report, this is something all companies are obliged to have
and that, at least in European companies, must also include non-financial information covering
aspects such as human rights and corruption [15]. The sustainability report by definition covers the
economic, environmental and social impacts of the company's business and “also presents the
organization's values and governance model, and demonstrates the link between its strategy and its
commitment to a sustainable global economy” [16].
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It should be noted that we omit the name of the companies from the reports’ excerpts presented in the
findings, because these are only illustrative examples, and the name of the company could divert us
from our focus. For that reason, companies appear only identified by a number.

The first object of analysis was, as mentioned, the Ethics Coefficient Survey (The Ethisphere®
Institute, 2019) which consists of about 200 questions that have been screened to result in a set of
questions focused on the relevance of ethics, and that could be used to draw up the portrait of model
company — a company, not only with excellent management, but that also assumes as their mission
to seek an ethical conduct.

Questions that have been withdrawn: those with an open response, for which we had no data to know
which answer would correspond to the Ethisphere model of excellence, questions whose answer
depended on Company’s characteristics, such as the number of workers, those with a scope that went
beyond the experience and management of ethics in the company and involved aspects such as
sustainability strategy, or some corporate governance questions such as the number of independent
directors.

After this screening we came to a set of about 130 questions, which were divided into themes in order
to find a connection with ethics relevance.

We favored life-related questions, for example Q4A12: —Select the types of interactions the ethics
and compliance function has with other functional groups in your companyl, minus questions related
to the existence of instruments such as policies or codes. We made this choice because the existence
of these elements does not imply that its effectiveness. “Effectiveness is determined by the manner in
which it is developed, implemented, and embeddedI[3].

1.5. The Coding

The definition of the first codes came from Ethisphere questionnaire’s analysis and our model
company portrait.

The reports analysis was made using the MAXQDA program, a content analysis software that allowed
us to more systematically grab information, make links between codes and do lexical searches within
documents allowing to see and analyse blocks of text. The lexical analysis that included words like
ethics or integrity was carried out, not to verify the frequency since we are in the scope of the
gualitative analysis, but to be able to analyse more accurately and in detail the company's approach
regarding aspects that we considered relevant.

To define the reports’ analysis indicators, a mixed approach was used: first a closed, deductive
approach, with a priori definition of codes based on the company portrait and the identification of
aspects that could be clear, objective and valid in that portrait for any of the companies’ signs of
relevance given to ethics. After and throughout the reports’analysis we used an open and inductive
approach, with definition of codes a posteriori based on the uniqueness of the data, and the
relationships between indicators as predicted in the Grounded Theory.

In addition to these indicators and considering that we were analysing reports, the principles of GRI
concerning the quality of the information [17] were also taken into account. The principles concerning
the definition of content were not taken into account as we were analysing concrete and previously
defined aspects.

1.6. The Reliability of Information

Given the approach and methodology followed, it is especially relevant to ensure the credibility of the
information.

Firstly, it is important to mention the choice of sources. We have already argued about the relevance
of management and sustainability reports as an official and privileged source for some of companies’
most relevant stakeholders. However, after reviewing the reports, we were still unsure about
companies' approach to ethics and felt a need to find other sources of information. This search and the
sources identified as a result of the assumed strategy are what Charmaz calls theoretical sampling, “a
strategy for seeking and collecting pertinent data to elaborate and refine categories in your emerging
theory”[18].
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And when should we consider that this search for new information should stop? Exactly when there is
no new information, when the sources consulted to validate the data, only brings us to information
that we essentially had already found. This is called theoretical saturation: “the point at which
gathering more data about a theoretical category reveals no new properties nor yields any further
theoretical insights about the emerging grounded theory” [18]. For us, this point was reached in the
companies' websites when nothing new was found that had not already been identified in the reports.

We also followed Lincoln and Guba’s recommendations [19] regarding the three activities capable of
increasing the probability that credible findings will be produced: “prolonged engagement, persistent
observation, and triangulation”.

By prolonged engagement is meant “the investment of sufficient time to achieve certain purposes:
learning the ‘culture’, testing for misinformation introduced by distortions either of the self or of the
respondents, and building trust"[19]. In other words, it is intended to ensure that the researchers know
the context, a fundamental aspect for the content analysis to be performed: “Is not possible to
understand any phenomenon without reference to the context in which it is embedded”’[19].

Indeed, analysing business discourses on ethics, perceiving inconsistencies and identifying value
aspects could hardly be done without a good knowledge of ethics in the business context. In this
sense, it should be noted that one of the researchers supported several companies in the development
of ethics programmes over 10 years and followed the activities and challenges of various people
responsible for managing ethics closely. Additionally, researchers have extensive experience in
reading and analysing sustainability reports and are well aware of the specifics of this type of
communication. This proximity that allows us to know the context, frame and interpret the
information that is transmitted also has a danger for which we need to be aware: The danger of "going
native" [19].

The possibility of “going native”, proximity bias, was especially clear to us at the time all the coded
elements had been seen and it was detected that one of the companies, the best known of the
investigator responsible for this task, had a clearly higher number of coded segments. Under this light
and to verify the objectivity of coding, lexical analysis was also used as well as self-coding (coding
done automatically by MAXQDA) of all segments with the word ethics. In each of the companies the
proportion remained the same. Automatic coding and lexical searching were then also used as a
means of verifying coding exemption in this and other situations.

The second activity proposed by Lincoln and Cuba is “persistent observation”, whose purpose is “to
identify those characteristics and elements in the situation that are most relevant to the problem (...)
That focusing also implies sorting out irrelevancies - the things that do not count” [19]. This activity
was carried out first in the questionnaire analysis and identification of the issues to be considered for
the portrait and was taken into account throughout reports’ analysis.

The last activity is triangulation that must be done “using different sources, different methods, and
sometimes, multiple investigators”[19].

Regarding sources, in addition to the management and sustainability reports, we studied other
information from the company, such as websites and, later, we crossed that information with the work
and conclusions of other researchers. There were also different methods in terms of information
gathering, coding (using self-coding as “contradictory””) and even in terms of information analysis,
where at times quantitative information processing to validate perceptions in terms of content analysis
was used.

Finally, the fact that we are four researchers with different backgrounds (engineering, philosophy,
economics and sociology) and all have reviewed the information, reinforces the credibility of the
analysis.

2. FINDINGS

The first finding is the company model portrait drawn from the 2019 Ethisphere Institute
questionnaire’s analysis. Indicators built from the portrait are the starting point for analysing the
reports, the following findings, and the conclusion regarding the relevance of ethics to companies.
Finally, we present what seems to be for us the key factor in promoting true ethical relevance in
companies.
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2.1.Model Company Portrait

The Model Company has one person in charge of ethics management (Q4A.2). This person may
eventually accumulate the function with other functions (Q4A.3), but if this happens it is important
that the company assumes that there is another person which ensures the operational management and
which will also be heard by the top. (Q4A.4 and 5).

The ethics responsible reports to the Chairman or the CEO, and has the power and independence
necessary to recruit, propose new conduct policies, make the budget (a budget that allows to
effectively develop the different programme dimensions) (Q4A.11). Due to the relevance of his role
the ethics responsible is invited to various company’s management committees namely to give input
on the development of products and services, as well as to comment on corporate strategy. He or she
has formal interactions with different areas. (Q4A. 11 and 12).

The Board follows the culture issues in the company. This is done through different sources. The
person in charge of ethics makes regular presentations to the board and the ethics committee that
meets regularly to discuss different aspects of the ethics program. (Q4A.15 to 24). An ethical risk
analysis following the usual protocols for risk analysis is part of the ethical programme (Q4E.7 to 11).

The company provides ethics training to all employees (Q4D.1 to 7) according to a previously defined
plan for several years and according to specific themes and targets. In addition to this planned
training, there is also extraordinary training in response to Identified misconduct or at management
request.

There is special training for managers (Q4D.10 to 13) to support them in the task of encouraging and
promoting ethical conduct. This training is given to new managers and periodically to existing
managers, being a significant part in face-to-face mode. Training is mandatory for all managers and
includes topics such as incorporating ethics in decision making, handling complaints reporting, how
and when to talk ethics with the team, identifying and preventing retaliation, and even conducting
evaluation interviews (Q4D.7).

Board members also receive training on their specific code (Q3.14 to 17) or at least on the company's
code of ethics. This training takes place regularly, at least every two years. Training topics are varied,
but necessarily include the company's ethical risks and trends from the industry and law standpoint.

In addition to training there is also an ethics communication plan (Q4D.15 to 19). The plan is
multiyear and is made with different departments’ collaboration. There is a definition of media and
topics for each audience, in particular, work area, functional level and geography are taken into
account. The company uses several communication modalities in order to communicate ethics
messages, such as: Company e-bulletin or newsletter emails, Intranet portal dedicated to ethics,
Podcasts, Company-wide initiatives or programs blogs, posters or videos (Q4D.18).

In addition to general communication for all workers, proximity communication is developed by
managers. To support managers in the development of this communication, the company provides
them with tools such as question & answer kits, previously prepared discussions, mail templates or
suggestion of communication moments (Q4D.19).

The ethics communication plan includes communication from the CEO and other company officers
(Q4D.20). Top management communication can be materialised in testimonials at the opening of the
training, a welcome email, code opening and less formal interventions such as testimonials for blogs,
or articles in the company magazine and includes examples of situations they have experienced (Q4D
.22). Also, the person responsible for ethics include examples of real world ethical or compliance
dilemmas or issues in his or her communications (Q4D.23).

To encourage good practice, the company includes ethical conduct in employee performance appraisal
and makes it a bonus component for managers. A peer recognition system (Q4F.7) is also developed.

The company has a reporting system that ensures anonymity if desired and in countries where
permitted (Q4E.1 and 2). The system follows each report made to the investigation phase (Q4E.3, 4,
5). The company has written procedures for investigating and provides specific training for the people
conducting those investigations. At the end of each investigation feedback is gathered from the people
involved in the end of process (Q4F.1 to 3).
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Regarding detected bad practices, the company always makes an analysis of the aspects that were in
its origin. This analysis is done using a specific methodology (Q4F.4 and 5). To detect any potential
retaliation for reporting misconduct, the company monitors different aspects such as changes in
satisfaction, increased days off, substantial changes in performance appraisal, changes in company
function or status, dismissals. (Q4F.6).

Regarding the reporting of bad practices (Q4E.6), in addition to reports made to the Board informing
on the origin of the complaint, theme and outcome, a communication is also made to the entire C
suite, employees and even, appropriately, for the general public.

The company regularly establishes an evaluation of its ethical program (Q4E.7 to 11). This evaluation
includes aspects such as ethical risk assessment, culture, employee awareness of rules and regulations
or the complaint management system, the relationship between ethics and other functions, training,
communication, the complaint handling system, the processes to encourage ethical performance, and
the processes to prevent retaliation.

Culture evaluation is done through surveys, interviews, focus groups or other means including the
visit by the person responsible for ethics to the different geographies. Survey themes include
knowledge of grievance channels, opinion on ethical leadership, facility/confidence to file a
complaint, observation of bad practices, pressure to compromise ethics (Q4G.3) (Q4G.12).

As a way to promote continuous improvement of the program and identify bad practices that might
not have been reported, the company also conducts exit interviews (Q4F.8). Company leadership and
reputation are also assessed using different methodologies (Q7.2) and company leaders are recognised
as promoters of ethics and integrity within and outside the industry (Q7.6 and 7).

2.1.1.Obligatory Passage Points of an Ethics Oriented Company

After the model company portrait, we tried to summarise the signs of ethical relevance in topics that
were observables in corporate communications through the analysis of reports. Inspired by the Actor
Network Theory [20], We name these topics obligatory passage point and we use them to difine the
first codes

Relevance codes:

e Function name: although Ethisphere has several designations as a possibility, we considered that
the choice of name is not innocuous and somehow gave us a sign about the relevance given to
ethics;

e Relevance given to the function: position autonomy and participation of the person responsible in
the strategy, management committees and interaction with different areas;

o Formal relevance: relevance of ethics to the company according to official discourse;
o Board and top engagement: participation in communication and training;

e Management engagement: training and support tools that enable managers to discuss ethical
issues with employees;

e Search for improvement: whether or not a program evaluation is made and what aspects are
evaluated.

Transparency codes:

o Existence of a Report on Complaints - reported aspects

e How the report is made - we felt that the very form of reporting is a choice in some way related to
the relevance given to ethics and the visibility of that relevance in different acts of the company.

2.2.Companies’ Analysis
2.2.1.Who Manages Ethics?

According to Ethisphere's global analysis [21] most companies, about 80%, have the word Ethics, or
Compliance, in the function name, but there are many other designations. The results we have reached
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for Europe are similar: a wide range of designations, as well as the persistence of cases in which
ethics accumulates with other functions, which happens in two situations in our sample and which can
be a sign of a “non-recognition that running an ethics and compliance program is a full-time job and
one that is worthy of the appropriate title.”[22].

In any case, what prevails is a function that results from the combination of the name ethics with
compliance. The use of the word ethics in an isolated way is much rarer (19%).

The compliance function associated with ethics seems to value it as it has a much higher percentage of
"Chief" title than ethics alone (Figure 1). When the person is solely responsible for ethics, the position
name is more inaccurate such as the Office of the Ethics Ombudsman, Ethics Delegates or Ethics
Officer, without the word Chief.

Ethics

Compliance
and Ethics

Compliance

[ | Jush title
Function name

=
=

Figure 1 - Number of chief titlles versus function names

In other words, there seems to be a devaluation of ethics and perhaps also a difficulty in
understanding what the role and relevance of the ethics officer may be.

Another fact that seems to corroborate this idea is that even though most companies have ethical
codes or guides, when it comes to the function, only 8 have the name ethics even in conjunction with
compliance. This means that in half of the cases the company has a code of ethics that is managed by
a compliance officer. Of course, a compliance officer can verify compliance with code of ethics
commitments as if it were a regulation: “measures for compliance with the Code of Ethics, which
includes (...) actions to ensure compliance with the rules on market abuse and separation of activities,
and (v) management of the ethics mailboxes (Company 8) , but a code of ethics should not have a
verification of its application in the same way as a regulation does.

Another sign of the focus on compliance, may be the background of the one who’s responsible for
that function most of the times (86%) a legal one. This can be seen as normalif you think of the
function having responsibility to verify compliance with laws and regulations, but not if you think of
the function having the responsibility to support reflection and decision-making in the company
according to a particular purpose and set of values, “the key element of business ethics” [8].

This prevalence of legal education (almost 90% in total) can also lead to the feeling of unpreparedness
referred by Trevifo et al (2014), ethics and compliance require different knowledge and skills and “it
is difficult to find an individual that can successfully lead both ethics and compliance.”[8].

Neff and Gresham[23], both compliance officers in large companies, state that ethics and compliance
are two areas with different missions that should coexist in the company in an articulated manner. To
explain it the authors start from the fraud triangle (Cressey 1953) — racionalisations, opportunity and
pressure - and state that in order to avoid frauid there are three functions involved: compliance, ethics
and leadership as a whole: “(a) Ethics should focus on reducing an employee’s ability to rationalise
misconduct; (b) compliance should focus on shrinking the opportunity for misconduct; and (c)
leadership should focus on reducing unhealthy pressure to perform or meet certain targets [23].

Once again we have ethics linked to reflection, promoting workers’ ability to reflect and take
responsibility, and in this sense, more than the legal area per se, could be an area like philosophy (a
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very minority among those responsible of ethics in our sample) the most appropriate to promote
reflection on potential ethical issues in different areas.

2.2.2.Relevance Given to Function

According to our company model portrait the ethics and compliance function is invited to participate
in the reflection of different areas including corporate strategy. This is the paradigm and, according to
Ethisphere, this also seems to be the reality: “in 91 % of honoree companies, the function is included
in sales and marketing meetings outside of purely deploying training, and in 89 percent they have
formal input into corporate business strategy”’[21].

In our sample we also found examples of this relevance: “the Senior Vice President Chief Compliance
and Integrity Officer, is responsible for developing the company’s corporate responsibility program.
(...) Goal setting is carried out in close collaboration with business operations based on identified
corporate responsibility aspects. (...) In 2018 the Senior Vice President Chief Compliance and
Integrity Officer also became part of the Executive Management team (Company 6).These were
found, but in rare situations.

What we saw in the reports, in most cases, especially when we are talking about a person responsible
for ethics only, is a narrower field of action: [the ECO] Provides training and supports employees in
making decisions that are ethical, legal, and consistent with our values. Investigates any concerns
about potential breaches of our Code of Conduct (Company 12). A function distant from business and
sometimes conflicting with it: “despite the noble purposes of their role, ECOs face internal legitimacy
challenges—great numbers of employees and leaders are ‘‘non-believers’ in part because Ethics and
Compliance are often seen as clashing with dominant business imperatives”[24].

Additionally, in some cases,a devaluation is visible regarding the autonomy agreed upon when
compared to other functions: “The Ethics Ombudsman's Office is responsible for supporting the
General and Supervisory Board and the Executive Board of Directors regarding the definition,
communication, implementation and assessment of objectives, policies and management instruments
of corporate ethics. (...) The Sustainability Department's mission is to analyse, propose and
guarantee the Group's sustainability strategy “(Company 5).This means that the person responsible
for ethics does not define, but rather supports the definition of strategy and instruments, while those
responsible for other areas, in this case, sustainability, propose a strategy and propose instruments.

Perhaps the most striking case of lack of relevance is the almost widespread absence of the ethics
officer in the management committees where the most relevant topics for the company are discussed,
an absence that was not guessed by companies that are part of an index called the World Most Ethical
Companies, and has in its matrix ethics as one of the most relevant issues.

2.2.3.Ethics Formal Relevance

According to the materiality matrices of the studied companies, ethics tops concerns of both
companies and stakeholders.

To notice that in the matrices, companies mostly use the word ethics alone or in combination with
integrity, and sometimes in combination with other concepts. In other words, we have companies that
mostly have codes of ethics that are managed by compliance directors and that refer, in terms of
relevance, not compliance but ethics.

It's important to highlight that since the matrix is built with stakeholders input, the question of the
word used acquires a different relevance; it can no longer be viewed merely as a possible arbitrary
companies’ choice — it is completely different to have stakeholders requiring companies to comply
with the law than to have stakeholders demanding more ethical behavior. For some stakeholders,
compliance may even be taken for granted, while ethics is the goal.

Ethics also emerges in all companies’ values, although mostly translated in the word integrity,
appearing either as a value name or as an explanation in 12 of 18 companies. Integrity often appears
defined as honesty and fulfilment of promises, and it arises linked to a need: to earn the trust of
customers. Only one company presents ethics as a transversal subject, present in all values, and
highlights the complexity and the need for questioning: Integrity — “Because acting with integrity is
vital to building and maintaining trust and good relationships. Respect - Because what we do has an
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impact on many different stakeholders. Courage - Because ethical questions are rarely simple but
must be addressed; Transparence - Because we must always be sincere and able to justify our actions
and decisions” (Company 11).

The same company gives us another sign of relevance which is consistency, continuity of concern
with the theme and level of people involved in it: Each year, Ethics Day has enabled the Group to
explore its key ethical principles. (...) In 2018, all members of the Executive Committee also took part
in the same exercise. Since the first-ever Ethics Day was held in 2009, the participation rate has more
than tripled worldwide, with thousands of questions being asked each year (Company 11).

The formal relevance given to ethics arises in different ways in corporate discourse, such as in
priorities’ presentation: Six challenges have been defined as crucial: human rights and duty of
vigilance, data security and privacy, business integrity, workplace safety and access to health care,
and carbon neutrality (Company 15), or as a need for business continuity, “If we do not continue to
develop and implement the right processes and tools to manage our enterprise and instill our culture
and core values into all of our employees, our ability to compete successfully and achieve our
business objectives could be impaired (company 1).

It also emerges as an imperative and a last resort when there is no law: Under Irish law, the duties of
directors and officers of a company are generally owed to the company only. Shareholders of Irish
companies do not generally have rights to take action against directors or officers of the company
(...). Directors of an Irish company must, in exercising their powers and performing their duties, act
with due care and skill, honestly and in good faith with a view to the best interests of the company
(company 1).

Of course, we also find signs of the relevance given to ethics without using the word. We find
essentially these "evidences" in sustainability discourses; in fact sustainability often appears as
something bigger, an umbrella under which ethics is placed: “To be a responsible company, all
aspects of sustainability must be respected. Business ethics and integrity, tax and legal compliance,
human rights and environmental care are therefore integral components in driving prosperity. It
provides us with a solid foundation on which to build trust and demonstrate leadership towards
sustainable development (Company 18). But the truth is that without ethical reflection, the
development of moral reasoning, sustainability runs the risk of a case-by-case approach, a checklist
that meets the recommendations of the sector, rater or index.

But even taking into account the indirect approach of sustainability, we would say that in general and
in big business issues ethics is kind of forgotten, it does not come up regularly when talking about
core themes such as product development: “Product development is influenced by customers’ needs,
legislation, changes in society and new technologies (Company 18)

2.2.4.Board and top management engagement

A clear sign of ethics’ relevance to the organisation is the board involvement, and one of the ways to
show this involvement is the reports’ opening messages: “The Board of Directors places great
importance on respecting (company's name)’s ethical principles — Integrity, Respect, Courage and
Transparency — and more generally its Code of Ethics. In 2018, the Senior Vice-President and Chief
Ethics Officer presented the ethics policy and the initiatives taken in this field, as well as their results.
The Board considers the policy to be an integral part of (company’s name) s growth model, supports
its implementation and regularly measures the progress made (Company 11).

“But rarely in these opening messages does a reference to problems and less successful aspects
appears, which would be a sign of balance and also of transparency. However, we find notes
regarding a reflection at the highest level on aspects with an ethical dimension, such as: “The Board
devotes most of its time to strategic issues to foster and accelerate the Group’s transformation into a
more universal, more digital and more sustainable [company]. (Company 11).”

From a communication point of view, we have also not found many signs of Board or Direction
involvement. However, some references appear: “Our Country Managing Director Advisory Council,
comprising leadership representation from across the globe, participates in quarterly Conduct
Counts calls to provide perspective, offer guidance on local needs, create geographic synergy and
serve as a sounding board for priorities and new initiatives ”(Company 1).
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Regarding ethics training at the top-level, references are also rare and “there was a training initiative
in 2018 directed to the Board of Directors regarding the Compliance System and the structure, bodies
and tasks thereof.” (Company 8); or “Anti-Corruption and Bribery training was provided to the
Board of Directors and parts of the executive management team” (Company 6).

2.2.5.Management Engagement

In the Model Company featured in the portrait, “Training is mandatory for all managers and includes
topics such as incorporating ethics in decision making, dealing with complaints reporting, how and
when to talk ethics with the team, identifying and preventing retaliation, and even conducting
evaluation interviews.” We found several signs of that, more with managers than with the board or top
management, as if there was somehow a delegation of the role of inspiring ethics and creating an
ethical climate. The question that remains in the air is whether managers feel inspired without top
management’s influence.

Signs of further training for managers: in addition, all managers are assigned a quarterly “Values in
Action” training which requires them to hold a discussion session with their team based on
prescribed scenarios that pose a variety of ethical dilemmas. All scenarios are based on cases from
the Integrity Helpline or risks identified through internal audit or management review (company10).
This means a specific training to the context of the company, reinforcing its relevance.

“This additional training is referred to by several companies and there is an assumption that managers
have a role —as multipliers to further raise awareness of compliance. Their feedback is analysed
carefully and used to initiate additional training sessions or other measures, if necessary 2 (Company
16). «

Managers’ involvement can also be seen in the level of demand that is required of them while
interacting with teams: “Some employees felt they were listened to but were not kept informed of what
happened to their suggestion or feedback (...) In response to the findings, the Ethics and Compliance
team is working with leaders across the company to address areas for continuous improvement and
maintain commitment to the highest ethical standards” (Company 13).

2.2.6.Ethics Program Evaluation

The Model Company is expected to evaluate its ethics program, including aspects such as “the ethical
risk assessment, the culture, the employees' knowledge of compliance aspects or the complaint
management system, the relationship between ethics and others functions within the company,
training, communication, the complaint handling system, processes to encourage ethical performance,
and processes to prevent retaliation.”

We only found evidence of such coverage and even greater coverage in one company. In this
company the following aspects are evaluated: complaint management, ethical risk management,
ethical leadership, works environment, knowledge and trust in management tools, trust, transparency,
integrity, diversity and non-discrimination and external evaluation through raters like Ethisphere itself
(Company 5). The breadth of this evaluation also represents a holistic view of ethics.

This does not mean that other companies do not have a holistic view of ethics, it just means that they
do not want or do not consider those additional aspects relevant to report.

One aspect most companies report about is “ethical culture” evaluation. They mostly use the word
ethics, although in some cases, in alignment with the company focus, they refer “a culture of
compliance”. The assessment of ethical culture is often referred to within risk management as a sign
of relevance, a conscious or unconscious assumption that if you want to mitigate risk you need to go
beyond compliance: “Understanding the underlying factors that influence employees to behave
ethically or unethically is essential to efficiently prevent unethical conduct “(Company 6).

In the evaluation results, however, one continues to feel, just as in the complaint report, a lack of
accuracy: Our people are really clear about our vision, our values and our way — everything we think,
feel, say and do (company13). An analysis of the survey results leads to a number of specific measures
to improve situations or problems that have been detected (Company 8).
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2.2.7.Communication and Transparency

The transparency issue fits into the company’s ethical conduct on two levels. On the one hand, a
company that does not account for what legitimately matters to its stakeholders is in some way not
acting ethically (unless it has specific reasons justifying it), on the other hand, the aspects that the
company considers important to report and the rigor with which it does so are also a sign, namely in
compliance with the GRI principles regarding information quality.

One of the principles is balance: to talk about what went well and what went wrong. We have already
mentioned that in reports’ opening messages there are few CEOs or Chairmen who report less
successful aspects, but in the reports’ body text we find some failure examples: Despite the best
preventative measures, we are not always able to prevent breaches of law or violations of regulations
at the Company (Company 16). In 2018, as a result of our audits we encountered seven cases where
we saw potential risk of forced labor (Company 12).

Some companies admit having a difficulty in ensuring compliance within its commitments:Our size
and scale present significant management and organizational challenges. It might become
increasingly difficult to maintain effective standards across a large enterprise (...) For example,
employee misconduct could involve the improper use of our clients’ sensitive or confidential
information or the failure to comply with legislation or regulations regarding the protection of
sensitive or confidential information (Company 1).This balance can also be a defense by the company
that clarifies the limits of its liability. As for the other principles, clarity and accuracy, we found many
opportunities for improvement, starting with the complaints report.

2.2.8.Complaints Report

Regarding reporting and in addition to what emerges in our standard company portrait — informing
about the source of the complaint, theme and outcome — one must also mention the requirements of
the GRI guidelines on this specific subject: “The description of internal and external mechanisms for
reporting concerns about unethical or unlawful behavior (...) The total number of concerns expressed
during the reporting period, including the percentage that were addressed, resolved and found to be
unsubstantiated during the reporting period, and the types of misconduct reported The level of
satisfaction of those that used the reporting mechanisms”[25].

Most companies are far from this standard, perhaps along with the presence of the head of ethics on
management committees, this is where the gap between reality and the portrait is most visible.
According to Ethisphere there are only 28% of companies that make aspects related to the reported
concerns available to the public and even less have a report exclusively dedicated to ethics, 6% [22].
In our sample, only one company has a specific report and 39% percent do not report (Figure 2).

Amount
Author
Subject
Consequence

Don't Report

Figure 2 - Concerns Report %

Only one company gives examples explaining the reflection process to arrive at the determination of
consequences, and only 2 companies present the number, theme and consequences with multi-year
data. Note that despite the reports made by about 60% of companies, one can notice some lack of
accuracy materialised in the use of words like “proportional” which does not let us understand which
sanctions are imposed: In confirmed cases, we impose systematic sanctions that are proportionate to
the act and the guilt of the perpetrator and are in line with applicable legal provisions (Company 16).
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3. CONCLUSION AND DISCUSSION

To sum up, from the ethics management model advanced by Rossouw and Van Vuuren (2017), the
perception that emerges from our analysis is that most companies are still in a “compliance mode”,
with an approach centered in risk management and avoidance of penalties, few are in an “integrity
mode”, promoting ethical behavior, and only one show signs of a “totally-aligned mode”, where
“ethics is ingrained in corporate purpose and identity”’[26] being part of the reflection on strategy in
different business areas.

It is true that all companies have, somehow, almost all the mechanisms referred to in the Ethisphere
index. Our concern is exactly around this “somehow”. For exemple, training: with what content? In
person or online? How regularly, and how long ago? With or without evaluation?

In most cases, this seems to be a time of compliance and the usefulness of ethics as a guarantee of
trust, as well as a time of lack of coherence. Companies have highly developed formal system,
perhaps even excellent ones, with all the instruments, including someone responsible for the area and
an evaluation of the program with accountability and they still do not have a presence of ethics in
strategic matters, nor in the reflection on the different company areas. The person responsible for
ethics is not invited for management committees and is not given the title of chief. This non-inclusion
can have a huge impact on the person's legitimacy vis-a-vis the other workers of the company. We say
this based on our personal experience of following up on ethics management in companies, the
“prolonged engagement” that Lincoln and Guba [19] refer to as fundamental for analysing
information. This perception is in line with the findings of Trevifio et al [24], who reports that ethics
officers develop their work with a perception of challenge and a need for support.

In risk matters, this inconsistency is also visible and starts from the fact that in most of the companies
the risk and its relevance continue to be measured in a strictly financial logic. This approach is not
unique to companies: in formal documents on ethical risk such as the Ethics Risk Handbook, ethical
risk is presented primarily with a focus on financial impact: “ethics risk is a dimension of risk in the
same way that legal, operational, IT, finance and HR risks are. While the non-management of ethics
risks could give rise to as many, if not more, reputational and financial costs for a company as any
other type of risk, it warrants equal attention. As such, ethics risk is a component of the broader
organisational risk framework™ [27]. This means that it is on the financial consequence that the impact
is measured, and not, for example, on the consequence for society or the environment, in a logic of
purpose.

In this line of reasoning, although companies present ethics as being at the center of their concerns, in
practice there is little room for ethical risk other than compliance, whenever things don’t result in
fines or penalties.

A feeling that also prevails from reading of the reports is inconsistency in the use of the word ethics;
the perception of lack of clarity about what is and what may be the role of ethics. The use of the word
ethics also seems sometimes to have the intent to take weight off and put things at a certain level of
ambiguity. Even in the index name, the “World Most Ethical Companies” looking at the questionnaire
content might refer compliance, but it would be a big responsibility to list World’s Most Compliant
Companies or even World Most Integral companies

It is as if companies do not know what ethics is, nor what to do with it, and use the words according to
the public, and thus, according to the analysed discourse, being compliance the one that is truly
relevant.Companies seem to forget that ethics is often their only resource and the basis of security in
the context in which we live, characterised by volatility, where laws and rules become obsolete or
change from country to country in a global market, with increasing uncertainty, complexity and
conflicting values and heterogeneity of stakeholders. In fact, and as Trevifio and Brown [28] pointed
out, being ethical is not easy. This is one of the myths surrounding ethics that eventually gives rise to
the low relevance given to it by comparison to compliance. The complexity of ethics begins with the
difficulty of seeing ethical issues: “Rarely do decisions come with waving red flags that say, ‘Hey,
I’m in an ethical issue!’”’[28] and seeing it is a necessary precondition for action.

For all this and because “most adults [including senior executives] in industrialised societies are at the
“conventional” level of cognitive moral development, and less than twenty percent of adults ever
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reach the “principled” level (...) that most adults are looking outside themselves for guidance in
ethical dilemma situations”’[28] it is essential to convey a clear sign of ethics’ relevance for the
company and to have someone or a group of people that can support decision making and help create
an ethical climate.

Perhaps the difficulty in finding a place for ethics has to do with the lack of a purpose that acts as a
compass for ethical reflection: “For the will to exist, a system of motives must be formed”[29]. This
idea of purpose is now beginning to reach companies.In one of the companies analysed there is even a
document about the purpose and in it, the changes that are intended from this reflection are evident:
Being aware of this, we wish to continue advancing and extending this business philosophy, which is
why we have engaged in a process of reflection to define a clear and long-term corporate purpose
(Company 8).

The need for a purpose is also pointed out by Weller “Without this explicit intention, it can be easy to
understand how compliance practices focused on regulatory risk management and CSR practices
focused on value creation may result in a company not accounting for some of the ethical middle
ground that falls outside of their siloed interpretations of ethics in practice and lead to managers
missing important ethical considerations in their companies”[7].

But in many cases it seems to us that the purpose is still developed from an utilitarian and risk
management perspective and that it emerges as a necessity, as we can guess in the words of Larry
Fink, president of one of the biggest investment firms: “Purpose guides culture, provides a framework
for consistent decision-making, and, ultimately, helps sustain long-term financial returns for the
shareholders of your company”[30]. Ultimately, this is still the main reason: purpose is not yet a
driver for internal reflection to be enforced in each act.

In any case, this purpose could be the materialisation of the values that all companies claim to have
and that may be the starting point for a cross-sectional reflection. Luc de Branbadere defines values
with the following characteristics: “Something we defend even if the market sanctions it; something
we want to convey to our children, something that goes through the test of time, that makes us get up
in the morning and whose absence causes us indignation”[31]. When something is felt like that in a
company, naturally everything has to be questioned in the face of those values and ethics becomes
naturally present.

This conviction-driven approach is the only one that allows ethics to naturally enter into the
operations and day-to-day business development, because, let’s face it: there is no business case for
ethics in this holistic way from a company point of view. We lose time, money, freedom... There is
only a business case for ethics in a society point of view. And that is what makes this such a difficult
issue, it seems the opposite of what a manager was “programmed” for, we get used to accepting that
“ethics must be left at the door of the company” [32].

We live fascinated by wealth which “is ultimately the great and universal cause of the corruption of
our moral feelings”[33] and there’s a need for a “new ideological references, that would recreate a
sustainable structure different from the western economic model. This is because the values of the
western model are incompatible with the sustainability of the environment[34].

This new ethics can only be assumed in the business world if it is believed, as Adam Smith argued in
his Theory of Moral Sentiments, that “the economy must be at the service of the good and the people”
[32] and that “the basis of moral laws does not consist of any simple and mechanical utilitarian ethics” [33].

For companies, ethics is not a question of business case but one of purpose, of will. And faith is a risk
as it is something that somehow goes beyond the scope of reason. When we are within reason we do
not believe, we know: we know what is the most efficient, what increases profitability and what
shareholders want. The purpose, the values, the ethics as a way of achieving them are not within the
scope of reason, they are within the scope of belief, and "There is no rational continuity possible.
Because what is believing, if not being faced with what cannot be believed? It is in this sense only,
absolutely paradoxical, that the risk can be taken, by making a leap that the reason refuses to do”’[35].

And eventually we have to assume that from a company standpoint, considering how we are used to
understand companies, there are no rational arguments that fully justify the inclusion of ethical
reflection in the strategy and in all areas. It is necessary for managers to believe against all evidence
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that it must be possible to make a company flourish by following the path of ethics irreducibly and
this is a dissent from the current standard, but “belief is a dissent”[35].
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