Management at Work

Who Governs the Governing Authority?

The position of “ethics officer” first became popular in both for-profit and nonprofit organizations because other members of the executive hierarchy wanted to stay out of jail.  

Okay, that’s not exactly true. The position did, however, begin appearing on organization charts in the early 1990s in response to the establishment, in 1984, of the U.S. Sentencing Commission. The Commission was authorized by Congress to establish the U.S. Sentencing Guidelines for Organizations and the U.S. Sentencing Guidelines for Individuals in order to ensure uniformity in the sentencing of parties convicted of violating federal law.

In order to recommend good corporate citizenship as a means of complying with the law, the Commission’s Guidelines for Organizations (issued in 1991) took into consideration not only the relative seriousness of an organization’s crime but also the degree of its culpability. The Guidelines present the elements of an “Effective Compliance and Ethics Program”— a set of principles by which organizations can deal proactively with the factors that courts will consider in assessing culpability and handing down sentences for violations. They include promoting an ethical culture, communicating ethical standards and procedures, and preventing and detecting criminal conduct.

The Guidelines also define the main activities for which the organization’s “ethics officer” or “compliance and ethics officer” is responsible. A survey conducted by the Ethics Resource Center (ERC), a Washington, D.C.-based non-profit dedicated to research on organizational ethics, reveals that the position tends to feature certain core responsibilities:

· Overseeing the ethics requirements of organizational activities

· Collecting and analyzing ethics-related data

· Developing and interpreting ethics-related policy

· Developing and administering ethics education and training

· Overseeing ethics investigations

Ethics officers, according to the Ethics and Compliance Officer Association (ECOA), a nonprofit organization serving practitioners in the field, are responsible for “integrating their organizations’ ethics and values initiatives, compliance activities, and business-conduct practices into the decision-making processes at all levels of the organization.”

Organizations such as the ERC and the ECOA agree that while ethics and compliance standards and procedures must be institutionalized in organization-wide efforts, all levels of an organization are not equal when it comes to ensuring that programs are effective. They emphasize that effectiveness depends on a close working relationship between the ethics officer and high-level management. As the ERC points out, the federal Sentencing Guidelines, as revised in 2002 and 2004, encourage organizations to take a closer look at the clause that makes an organization’s “governing authority” and “high-level personnel” responsible for its ethics and compliance program. At a large corporation, the “governing authority” is the board of directors, but the term “high-level personnel” must be interpreted much more broadly: It includes not only directors, but also executives, any individuals in charge of business or functional units, and even individuals with substantial ownership interests. All of these people are responsible for seeing that the organization’s program is effective, and one or more of these individuals must be assigned ultimate and overall responsibility.

Although they must report to appropriate “high-level personnel,” ethics officers themselves don’t have to be among an organization’s high-level personnel. As a practical matter, however, many organizations have found that the key function of an ethics program — effectiveness — is better served when the head of the program is in fact a high-level executive. For one thing, the presence of a high-level ethics officer underscores the organization’s commitment to the program. For another, it makes much more sense to empower an ethics officer with the authority of high-level management if he or she is actually a high-level manager. At the American Arbitration Association, for example, the post of ethics officer has been a senior-level job since its inception. Current ethics officer Jennifer Coffman reports directly to the CEO and makes regular presentations to the board of directors. Coffman reports that both the CEO and the board insist that she be included in “critical and key decision-making discussions” of all organizational activities at the highest level.

“We believe,” states the ERC, “that an ethics officer who has direct and unfettered access to the highest authorities within an organization can most effectively impact an ethical culture and contribute substantively to the ethical integrity of an organization.” Unfortunately, adds the ERC, “ethics officers in many companies have become removed from top-level managers and directors, severing a critical link between senior management and line supervisors.”

Case Questions

1. Explain the role of an ethics officer as a specialized managerial position. 
In your opinion, what are the benefits to an organization of specialization in performing the job of an ethics officer? 
What are the limitations?

2. In a traditional setting, is an ethics officer more likely to hold a line position or a staff position? 
Could the position be either a line position or a staff position? 
How about both? 
In all of your answers, be sure to consider the nature of the authority that is — or ought to be — attached to the position.

3. Who’s the ethics officer for student affairs at your school? 
At the University of Vermont (UVM), for example, it’s the Dean of Students, who can hand out various “sanctions,” such as warnings, probation, or dismissal. 
What kind of authority does the comparable officer have at your school? 
UVM also publishes a Code of Student Rights and Responsibilities, which “reaffirms the principle of student freedom coupled with personal responsibility and accountability for individual action.” 
Does your school have a student ethics code? 
If so, what does it have to say about your “responsibility and accountability” as a student?
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