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Introduction by Ronald Berenbeim 

The Durban Declaration of the last IACC mandated participants from the business sector to put into practice what was discussed then. The challenge of implementing ethical management, and the focus on behavioural change that necessarily follows the setting of standards, is quite new to corporations. During the following session, we should not only look at the question of whether ethics programmes are part of the solution for effective risk management; we should also consider and discuss the underlying assumption that ethics programmes can effectively be devised. 

Corporate umbrella bodies, The World Bank and others have in recent years widely examined the effectiveness of company's ethics programmes. There are three components to an effective ethics programme: A value statement, good delivery mechanism and functioning warning system.

The challenge lies in the variety of contexts in which ethics programs are implemented. Compliance mechanisms have to be implemented in ways that are consistent with different local cultures and customs. Therefore, implementation needs to be seen as a part of wider governance process. 

The keys to success if the three components are to be implemented successfully:

· Value statement: every ethics programme is part of a participatory process that is carried out in consultation with all stakeholders. All surveys show that the formulation of values will only be successful if the leadership of companies (senior management and board) is actively involved in the set up of ethics programmes. 

· Delivery mechanism: extensive training programs need to be implemented in order to deliver effectively. Case studies are part of ethics programmes. Suppliers shall also be included. Senior executives are usually used as trainers for employees, whereas consultants are more suited to train the trainers (executives). 

· Warning systems: here companies confront the most stubborn resistance. Research confirms that often good systems are in place, but people refuse to use them. This resistance to whistleblowing systems seems to be a question of company culture rather than country culture. Hotlines usually become effective only after some time. 

Today, most big corporations do have ethics programmes, and many of them are culturally adapted. In the USA, good warning systems reduce the amount of employees' ethical lapses. However, there have been cases where companies have been fined high amounts, and had great damage caused by unethical behaviour. This damage could have been avoided if they had had effective compliance systems in place. In Australia there is a standard of 3,806 qualified components of effective ethical programmes, consisting of commitment, management responsibilities, record keeping etc.

Conclusions:

· There must be incentives for companies to put in place effective programmes. 

· There are not many non-coercive ways to enforce ethics. Compliance systems are most effective in an atmosphere of trust, where communities have a common level of values. This is why most companies in the US describe their programs as value-based. 

· There should be devolution of power to small responsible units, so that risk management becomes everyone's job. This increases the effectiveness of any programme. 

· Yes, within risk management, ethics programmes are part of the solution. 

Presentation by Henry-Benoit Loosdregt The Suez Approach to Bribery Prevention: A Multi-national Corporation Anti-corruption Policy

Suez is active in 130 countries with 190,000 employees and a 34.6 bio turnover in the year 2000. Sectors: energy, water, waste. 

Suez Program goals:

1. Define policy, get commitment from top management, assess the situation to see where we have to do something, establish group charter (consisting of bylaws; on the level of business activities there are ethics business standards, starting with the ethics charter), establish a code (but the code is only the tip of the iceberg). 

2. Dissemination of the ethics policy: 

· Suez has an ethics officers' network and teams that work on ethics. 

· Multi-annual program elaboration, extending over 5 years 

· Buy-in process, through annual letters of compliance (coding is everything, the code in itself is nothing) 

· Assessment/ audit 

· Regular revision 

3. Monitoring policy implementation 

· Training of marketing managers and local managers 

· Screening of contracts 

· Co-operation between auditors and ethics officers 

4. Inform and listen to stakeholders about this policy. 

Procedures for selection of ONDEO business agents and investor-partners: 

· Decision to sign a contract: What are your business objectives? 

· Establishment of selection criteria 

· Candidate search fully documented 

· Selection by vice-presidents 

· Contract contains OECD clause, remuneration and payments, conflict of interest, etc. 

· File storage and monitoring of activities 

To take into consideration when looking for Investors/ partners:

· Knowledge of the local context 

· Gather information on a future co-investor 

· Negotiation 

· Approval of a candidate selection 

· Contract 

· Storage of project files 

Conclusion:
Policy establishment is part of a wider process. The process of ethics programmes is highly important, the process cannot be separated from the substance itself.

Presentation by Steffen Brygger, MSD
Risk Management and Ethics: Merck's Experience 

Steffen Brygger delivered a talk on the perspective of Central and Eastern Europe (CEE), an emerging market in which Merck is active. These countries receive in the CPI of Transparency International an average score of 3.6 to 5.6 (middle rage). Corruption is costly: it scares away investors, and can be translated into a marginal tax rate. This hits small and medium-sized enterprises particularly hard, which is very sad for young start-up businesses. Former state-owned enterprises are often better off in the region.

Unethical behaviour encountered in CEE:

· Product registration. Sometimes, companies are asked to donate money to a charity to speed up a process. Is this corruption? 

· Reimbursement of products 

· Widespread conflict-of-interest situations (this is a legacy of the past) 

The problem is that established ethical practices (as established by Merck in the past) do not necessarily match business practices in the countries where Merck operates. Those practices work in a highly regulated environment, not necessarily in transition countries.

Internal risk management:

· Investment in a culture of values and standards, training for new employees, 1-2 day long, debates (investment in culture of values) 

· Merck has an office of ethics, an ombudsman, an advice line. 

· Every member of staff has to sign a statement on conflicts of interest, no insider trading. 

· No tolerance 

External risk management:

· Scrutinize business deals and partners 

· Commit partners to ethical practices 

· Industry codes (IFPMA, EFPIA, national associations) 

· Consistent communications and behaviour 

· Merck supports ethical programmes, different initiatives, centres for excellence in different countries. 

Merck's programme benefits people and business alike (motivates, increases productivity, credibility of company, minimizes employee and company exposure etc.).

Presentation by Alexandra Wrare

Defence industry: US$ 15 bio turnover per year, one third internationally. Recent survey in the US showed that defence suppliers and contractors are considered as highly corrupt. Northrup has a mandatory internal ethics programme in place.

Trends/Observations: 

· Previously, ethics programmes focused on the reduction of damage once an act of corruption has taken place. Now, the focus is on prevention. 

· Increase in sophistication - example: partner ensures that corrupt behaviour would only take place in Third World countries. Other said that he would manage corruption more effectively by paying less bribes and being reasonable. Agents dare to make these statements into an in-house council, and think this is ok. Thus, corruption is less tolerated, but comes back in more sophisticated forms. 

· Corporate policies have been established widely, but how to change to more moral behaviour. Transparency International advocates in favour of effective compliance mechanisms, but how to put them in place? 

Hindrances when implementing ethics programmes:

· Example: Management and employees already have to operate in a highly regulated environment (defence industry). They would rather be relieved from this than submit to more (ethical) regulation. 

· Burden of compliance with ethics programme is with employees. At the same time, they must reach sales numbers. Recommendation: Sales people must be given relief from their targets if they reveal corruption. 

Cultural problem: 

Hospitality issue, gift giving, often seasonally entrenched. American policies in this regard are extremely restrictive. Especially in Asia, there is a system of long standing relationships and family ties that adds value to business and trust-building. Compliance plans must address this. Ties can be not just permissible, but also favourable to business. 

Conclusion: 

Compliance plans can only be one part of the arsenal, out of many tools. Relativity: What works in one environment may not work in another. We can make laws (set standards, policies), but how to get to next step to change behaviour patterns? How to get the buy in?

Presentation by Douglas Miller 
Centre for Ethical Business Practice and Mirant

Profile of the company: 
Mirant (Atlanta): for the past 10 years it has been active in the energy industry internationally. 10,000 employees. 3 geographically based business groups. Miller = chief compliance officer of Mirant, each group has own compliance officer, also regional officers.

Mirant has compliance plans for 15 areas of risk. Corruption is the most important area. Consists of the following parts:

1. Deals with joint venture partners, consultants, advisors (business partners can be a big risk in a compliance plan). Have four steps (mitigating techniques) to e.g. educate partners of their expectations. 

2. Deals with gifts and entertainment (Asian policy much better than corporate policy, the entertainment issue comes up when you invite government officials to visit your power plant. Measures: trip must be business-oriented, local law firms are consulted, red flag issues (spouse travel, etc.) are avoided. 

Keys to success of compliance programme:

1. No indulgence 

2. Training and awareness, so that people know that they have to be diligent. Prevention. 

3. Values, culture of ethics, employees have internalised values. 

4. Top-management commitment, from board down to local business managers 

Conclusion: 
Ethics programme should be applied to consultants and external advisors. 

Presentation by Seok Joong Kim 
On the Practicing Status of Korean Business Ethics - Change of Paradigm since IMF Crisis in 1997

The Federation of Korean Industry has had a platform on business ethics. Since 1997, it also had new priorities. FKI launched a committee on business corporate ethics with practical guidelines in February 1990. 32 companies participate, discuss overall ethical problems in Korea. Established centre for business ethics. Have practical manual on business ethics and have published, since education is important. Arrange lectures for CEOs.

Trends in Korea:

Some years ago, companies did not consider ethics to be important. Now, 2001, 42 % of companies have a code of conduct, 69% of the biggest companies have codes. More and more companies think that an ethical programme is necessary (99: 2%, 2001: 68%). Also, programmes become more practical and more detailed. Conglomerates use the internet more and more to minimise costs internally. They view the problem from the side of cost effectiveness. 

In Korea, the gift culture is very important, difficult to break down. But after the IMF crisis, Korean culture changed rapidly. 

In the future, the FKI will ask government for incentives (tax exemption for ethical management etc), and will focus on education. 

Conclusion: 

Korean businesses want to establish their own standards to avoid government intervention. Korea is highly regulated. The desire for autonomy lies at the heart of business ethics, says Berenbeim.

Main Themes Covered 

1. Ethics programmes of Suez, MSD, Northrup, Mirant introduced 

2. Challenges in the implementation of programmes outlined 

3. Prerequisites for successful ethic programmes spelt out (key to success formulated) 

Main Conclusions

1. Standards are easily set, enforcement/compliance is more difficult. 

2. Big challenge is to make compliance mechanisms consistent with local cultures. 

3. To avoid the idea that an ethics programme is just a fig leaf. 

