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Organizational culture seems to be discussed daily, yet few can define it. For our purpose, we can use a simple
definition: the way we do things around here. Edgar Schein’s three components are useful for a more precise and

enduring definition: underlying assumptions and beliefs, norms and values, and artifacts that reflect these 1l
The next stumbling block is cultural measurement, a controversial topic. Exactly which aspects of culture are
being measured by different assessment tools is not always clear. In addition, many assessments purport to

measure culture against a preconceived standard of what “good” should look like{2l One established
measurement system being utilized is the Barrett Cultural Values Assessment (CVA), which has several
advantages for integrity practitioners. It measures culture through the medium of the values and behaviors
present in the organization. It aids risk assessment by essentially measuring “culture risk,” or the extent of
dysfunction that can lead to disengagement and increase the risk of unethical behavior. Whichever system is
used, leaders must understand their organization’s culture(s), track what changes over time, and know whether
the ethical code has the desired effect.

Documented evidence of changes to culture over time shows commitment to internal and external stakeholders

—including regulators3l The importance of the connection between culture and the company’s ethical code
cannot be overlooked. It works in both directions—the process of developing and socializing the code can
contribute to an improvement in organizational culture as people become more aware. And the culture itself
must be considered when drafting and designing the code and the ways of accessing it.

Encouraging a values-based, and therefore ethics-driven, company culture is necessary for successful
implementation of business strategy. With high ethical standards, businesses are better equipped to attract and
retain employees and customers. There are many reasons for this. A University of Notre Dame study exploring
the damaging effects of unethical behavior on business success makes the connection. This finding is
noteworthy: If the culture is highly ethics-driven, then operations also benefit from a higher level of service

quality 4l Creating and maintaining an ethical culture is everyone’s responsibility, and it needs to be ever-
present.

The importance of an ethical code that is built on authentic company values and encourages a high-trust culture
must not be overlooked, but often is. Research indicates that this is a primary area in organizations that needs

attention 3l With a steady stream of departures by leaders for unethical conduct and corporate-wide culture
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scandals, why is it so hard to give this area the attention it deserves?

Do the work

After a consultative process of creation and launch, the principles of the ethical code and its underlying values
need to be embedded in the culture where they do not already exist. This is best done by promoting the benefits of
a values-based and ethics-driven culture, with enforcement as a last resort where intentional or reckless
behavior is present. Clear and consistent messaging needs to be available to guide employees through decision-
making. Codes that are too long, complex, or formatted mostly to meet checklist requirements will not lead to
increased ethical conduct and may even have the opposite effect. An approach that is punitive or too focused on
enforcement will fail for several reasons. For one, it will disincentivize speaking up and potentially hide unethical
conduct.

In a Harvard Business Review article, authors Isaac H. Smith and Maryam Kouchaki point out the importance of

understanding ethical decision—making.Igl This employee education can occur at various points of the process,
including before an action. Reflection on why something could go wrong has as much of a place in ethics
discussions as an afterward dissection and debrief about why something did go wrong. Thinking through
potential and actual ethical lapses in groups promotes ethical learning by providing an opportunity (and
permission) to acknowledge biases, hear diverse points, and contemplate considerations of ethics involved.
Making this a routine part of organizational culture helps keep ethical decision-making at the forefront of
employees’ minds.

Forbes Technology Council member Patrick Quinlan offers comments about building an ethics-first culture.
Discussion of core values needs to occur, which may bring to light possible problems. Empowering employees to
have open conversations about core values, and instill ethics into culture, requires an open mind: criticism will
occur. Mindset shifting is also required, moving away from lists of prohibited activities to constantly focusing on

people and education to promote ethical decisions.{Zl

Core ethical values—not compliance: Ethical business practice (EBP) and ethical
business regulation (EBR)

While it is vital for leaders to strive for consistent ethical behavior, it is important to recognize that genuine
mistakes will occur. “Convincing evidence of intention, a track record of achievement and a learning mindset are

the keys to EBP and therefore EBR.”[81 EBR is about building trust between a business and its regulator(s) that
will enable the regulator to choose an appropriate intervention in the event a failure does occur. The
implementation of an ethical code should contribute to promoting openness and transparency internally and
externally towards regulators. Hence the importance of helping people to see the benefits of an effective, ethical
culture rather than fearing the consequences of what may have begun as a mistake.

Getting an ethical code in place is a start; however, the work has just begun at this point. The organization must
conduct a routine review and reflection of the organization’s continuing commitment to an effective, ethical
culture. And to document progress, culture measurement is mandatory.

Measuring culture: Assessment tools

Using assessment tools such as the CVAL2l uncovers the “norms and values” present in the culture, enabling

discussion about “underlying assumptions and beliefs” that influence decision-making behavior.l19] As
mentioned above, it will also expose areas of dysfunction where unethical behavior is more likely to flourish,
assisting prioritization of scarce resources. Keeping an open mind is imperative with assessments because
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strengths and weaknesses will be exposed; leaders should not be defensive. The gathering of this information
informs organizational changes: Where are we now, and where do we want to be? Understanding similarities and
differences between the alignment of employees’ personal values within the organizational culture is a
foundational block of necessary knowledge.

Regulatory benefits of assessing culture

In a recent FCPA Blog, founder Richard Cassin discusses how to prove compliance commitment to regulatorsll—11
In the absence of formal elements, he provides insight into the importance of a company demonstrating
commitment, especially in the eyes of employees. That’s right—are your employees convinced of the corporate
responsibility for preventing misconduct? Their voices could persuade regulators one way or the other. Being
able to show commitment to an effective ethics program may be taken into consideration by government
regulators. Information gained from cultural assessments may demonstrate sufficient commitment, especially if
this knowledge is applied to improving the organizational culture over time.

Conclusion

Dysfunction in culture creates the risk of unethical behavior. Without the use of measurement tools, the question
of the impact of implementation of an ethical code remains unanswered. Has progress been made to maintain or
increase a values-based and ethics-driven culture? Focusing on this area and documenting steps taken to build a
healthier culture will go a long way toward showing commitment.

Takeaways

e Organizations with authentic values and high ethical standards are more likely to attract and retain
employees and customers.

e Demonstrated commitment to an effective, values-based ethical culture, including embedded codes of
ethics, shows government regulators that a business is serious about avoiding misconduct and promoting
ethical decision-making.
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