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Letter from ERC President

Ten years ago a conversation among a small group of senior leaders inspired
an idea. Chief Ethics and Compliance Officers acknowledged to each other
and to ERC that they were facing a difficult challenge: leading the charge to
establish an ethical culture in their organizations was a very lonely experience.
Despite their benefits, mainstream ethics and compliance conferences weren't
enough to allow these seasoned practitioners to dialogue with like minds, to
delve deeply into the issues that confounded them as senior leaders, and to
continue to work together to find answers. They needed a community of
support and innovation. ERC decided to address the problem, and thus the
Fellows Program was born.

Today, as evidence of a growing ethics crisis emerges in every sector across the
country, that very spirit of like-mindedness, a desire to understand the challenges,
and a focus on solutions is central to the ERC Fellows Program. Every meeting
and every working group discussion is based on the premise that together the ERC
Fellows can gain new insight to identify ethics issues on the horizon, and that
together the ERC Fellows can provide thought leadership to the ethics field. Try to
sit in the back and observe a session and you will soon find that you simply

cannot be just a passive consumer.

Perhaps best of all, Fellows meetings are like family reunions. It is that close-knit
community that allows these very senior professionals an environment to raise the
matters that cause them concern. Practitioners are joined by peer professionals,
leading academicians and nonprofit leaders, all committed to spur critical
thinking. What makes the ERC Fellows unique is that they don’t just identify the
potential problems; they do something about them. The end result is practical
research to offer next steps, and a collective voice to influence the field.

There is an old adage which says that “iron sharpens iron,” and there is no finer
example of that truth than the ERC Fellows. The pages that follow are testimony
of the accomplishments of this prestigious group. The ERC Fellows work is far
from complete, and I believe that in the next 10 years we will see even greater
contribution from the ERC Fellows.

At the Ethics Resource Center, we are proud of our Fellows Program, and we’re
humbled to mark 10 years of accomplishment. Congratulations to the ERC Fellows!

Sincerely,

Patricia J. Harned, Ph.D.
President




Letter from ERC Fellows Chair

It is an honor to be serving as the Chair of the Ethics Resource Center Fellows
Program (ERC Fellows Program) during the program's 10th Anniversary year.
Since becoming associated with the ERC Fellows in early 2004, it has been my
privilege to advance my own knowledge of the ethics profession from a set of
true professionals committed to not only doing their jobs to the best of their
ability, but also to envisioning the future and advancing the field. Frequently in
my position at Boeing, I have been able to apply new knowledge inspired by and
shared among the ERC Fellows.

Unlike many other programs that host more traditional conferences, the ERC
Fellows Program offers a level of involvement that permits every member to
directly contribute to the advancement of the field. The ERC Fellows are
enthusiastic, supportive, strategic, and committed to excellence. You cannot
help but feel the energy and be intellectually stimulated as cutting-edge topics
are not only discussed, but thoughtfully considered. Each group session or
small working group provides an opportunity for the ERC Fellows to not only
better understand the subject, but also to increase content knowledge through
research. Frequently, I hear new ERC Fellows comment, “This group is going to
continue accomplishing great things.” It makes me proud to be a part of
something so significant and substantive.

How appropriate that the ERC Fellows Program was founded as a program of
the Ethics Resource Center (ERC). ERC has a long history in business ethics
and research. Many perhaps don't realize that ERC established the first ethics
office for General Dynamics in the 1980s. ERC continues its history of
innovation and now is one of the leading benchmarks for ethical culture and
program effectiveness. The ERC Fellows are fortunate to have access to such
rich data and resources.

My hope is that as the ERC Fellows aspire to the program’s 20th anniversary, the
program will continue to increase its value and expand opportunities to share
all that we learn.

Sincerely,
Martha Ries

Vice President, Ethics and Business Conduct, The Boeing Company
ERC Fellows Chair



Letters from Founding ERC Fellows

Guardsmark, LLC

We at Guardsmark are very pleased to be one
of the two continuous original Founding Fellows,
with Merck, of the Ethics Resource Center
Fellows Program.

Led by some of the best minds in ethics and
facilitated by a passionate and committed ERC
team, the ERC Fellows Program has been a
visionary effort to seek new knowledge and to
explore the cutting edge issues in our field —
not only those on today's front burner but those
likely to come forward in the years ahead.

The Program reflects the highest level of
scholarship and integrity together with an
exceptional level of collegiality.

Commemorating a decade in a professional
program is special. Its true significance, however,
depends on the inspiration we draw from it.

As we mark this important occasion, let us
rededicate ourselves to making the ERC Fellows
Program the best source of new knowledge in the
business ethics field.

We congratulate the Fellows and the Ethics
Resource Center on this great anniversary.

Stephen I. Kasloff
Vice President, Ethics Officer
Guardsmark, LLC

Merck & Co., Inc.

At this important milestone, Merck is proud to
pause and offer congratulations to the Ethics
Resource Center Fellows Program.

As one of the two founding Fellows of continuous
standing, along with Guardsmark, we believe that
our strong partnership with the Ethics Resource
Center (ERC), and our close involvement in the
ERC Fellows Program, is invaluable to Merck as
we strive to create and maintain an ethics-based
culture throughout our Company.

Even at the 10th Anniversary mark, I continue to
draw inspiration from the Fellows Program.
Why? Because it affords me the unique
opportunity to network with other ethics and
compliance professionals who are equally
passionate about safeguarding the reputation of
our respective companies and passing it on to the
next generation of employees.

This partnership also allows one to witness a
remarkable richness of thought amongst ethics
professionals in private industry, governmental
agencies, as well as academia, as they examine and
debate leading-edge ethics issues — an experience
unparalleled in the ethics and compliance

community.

Merck wishes ERC continued success in the future
as we all join in our commitment to sustain the

highest of ethical standards and practices.
Very truly yours,
Jacqueline E. Brevard

Vice President, Chief Ethics and Compliance Officer
Merck & Co., Inc.




ERC and ERC Fellows

About the Ethics Resource Center:

The Ethics Resource Center (ERC) is a private, non-profit organization devoted to
independent research and the advancement of high ethical standards and practices in public
and private institutions. For 85 years, ERC has been a resource for institutions committed to a
strong ethical culture.

About the ERC Fellows:

The ERC Fellows are a select group of corporate, government, non-profit and educational
senior-level leaders who share an expertise and strong practical interest in the field of
organizational ethics. The purpose of the ERC Fellows Program is to identify, examine and
further understand the critical organizational ethics questions challenging organizations today.
The ERC Fellows pledge to accomplish their mission through open dialogue around cutting-
edge ethics issues, collaborative research, communications, and work products with practical
applications.

Mission of the ERC Fellows:

The mission of the ERC Fellows is to Research, Develop, and Advocate for Organizational
Ethics with a Measurable Impact.

ERC Fellows is one of today’s most
informed voices in organizational ethics —
a unique blend of cutting edge research
and practical application of the latest and
most important insights in the field.

Earnie Broughton
ERC Fellows Vice Chair
USAA



ERC Fellows Values

Integrity
We consistently hold ourselves to the highest standards of accuracy,
honesty, reliability, and truth.

Leadership

We challenge ourselves to diverse, breakthrough thinking that leads to
cutting edge research and results.

Community

We collaborate in a safe environment of collegial trust and openness across
the corporate, academic, government, and non-profit sectors, with respect
for the confidentiality of all that is shared.

We recognize our responsibility to organizations and the broader
communities we serve and endeavor to support them with practical and
relevant solutions.

Commitment

We demonstrate a passion for innovation and excellence in thought
leadership with the courage to be agents for change.

The ERC Fellows have been providing
provocative and progressive ideas since our
very first meeting. As an added bonus,
these ideas become research and the
research provides methods for achieving

change in our organizations.

Nancy Thomas-Moore
Weyerhaeuser Company



Researching, Developing, and Advocating

The ERC Fellows are a mission-driven group. Their work, therefore, falls into three
areas: researching, developing, and advocating for organizational ethics. Each project
and outreach effort is undertaken by the Fellows; studies are designed to yield practical
recommendations and where possible, metrics are identified to define a measurable
impact.

National Workplace . o .
Ethics Survey Research Researching Organizational Ethics

The Ethics Resource Center is home to the

US benchmark on workplace ethics, fielded Each meeting of the ERC Fellows is designed to elicit discussion
through its National Workplace Ethics of the issues confronting business and governmental

Studies. Since 1994, the Ethics Resource organizations from an ethics perspective. Our Fellows examine
Center (ERC) has issued its flagship report the issues to frame research questions that will be pursued by
from this research-the National Business their working groups.

Ethics Survey (NBES)-measuring levels of Key Hypotheses from Current Research Studies:

misconduct, the prevalence of ethics cultures
and the impact of ethics programs on Procedural Justice and Fairness
employees in business. The ERC Fellows

have been a sponsor of this study since 2000, In this study, the Fellows considered employees' perceptions of
and they have furthered their research on the process of reporting misconduct from the standpoint of
workplace ethics by working with ERC's data. fairness. They found that:

Key Findings of the NBES Studies: + When it comes to perceptions of company sanctions, if

employees believe the process is fair, they are less likely to

NBES 2000 — The Power of Ethics

object to the outcome; and

Programs

] ) ) «  Employees’ perceptions of the fairness of the procedures is a

+  Employees’ views of ethics are linked to - i . .
) central element driving positive perceptions and willingness

the presence of ethics programs and the

to report.
ethical values and behaviors they see in
practice. The ROI of a Marriage Between Enterprise Risk
NBES 2003 — Impacting Outcomes Management and Ethics and Compliance

- Specific outcomes like observed When the ethics and compliance function has a significant role in

misconduct and reporting are affected by enterprise risk management, everyone gains.
management level, tenure with the +  Companies leverage the cross functional expertise of ethics
organization, and organizational

stability.
NBES 2005 — Ethical Culture

and compliance;

+  Managers realize that ethics and compliance are integral to
reaching business objectives; and

*  Ethics and compliance programs make a +  Ethics and compliance officers get first-hand knowledge of

difference in organizations, but culture the opportunities and difficulties in managing business.

has a bigger impact in influencing
employee behavior.



Developing Practical Tools and Resources

The ERC Fellows conduct research to better understand emerging issues, but also to equip themselves to
transform their organizational cultures through the practice of ethics. Fellows research is practical; working
groups develop whitepapers, toolkits and journal articles for everyday use.

Examples of Practical Tools Resulting from ERC Fellows Working Groups:

Ethics Guide for Jobseekers and Employers: Interview guide to assist employers in identifying
and recruiting prospective employees who will be committed to ethical behavior in the workplace.

Ethics & Compliance in a Global Economy: Whitepaper helping ethics officers and civil society
leaders with their endeavors to train colleagues on global ethics issues and to initiate dialogue with
other corporations and civil society organizations in international regions where they work.

Ethics Due Diligence and Integration for Mergers and Acquisitions: Template to guide
organizations in considering the ethics-related matters during the due diligence phase of a potential

merger or acquisition.

Defining the Role of the Chief Ethics & Compliance Officer: Definition and job description
outlining the most appropriate role, responsibilities, and reporting relationship for the Chief Ethics and
Compliance Officer.

Benchmarks for Helpline Data: Measures of effectiveness for whistleblower hotlines, and a
central source for comparing company helpline use to peer organizations.

Advocating

The ERC Fellows are thought leaders, conducting research to improve not just their own
situations, but to educate and advocate for change in the broader community. Fellows
regularly publish their findings in scholarly journals, issue press releases and leverage
their findings to educate opinion leaders, practitioners and public policy makers.

Highlights of ERC Fellows Outreach Efforts:

Moral Person/Moral Manager: How Executives
Develop a Reputation for Ethical Leadership

The FCPA and Facilitation Payments
Fixing the Rules is Not Fixing the Problem

Rising Above Sweatshops: Innovative Approaches
to Global Labor Challenges

Resolution and Report: Employee Confidentiality
and Non-Retributory Reporting Systems



Ten Years of ERC Fellows Research

} Publications
Leading Corporate Integrity: Defining the Role of the Chief Ethics & Compliance Officer (2007)

The Marriage of Enterprise Risk Management with Ethics and Compliance: Why it Works. Making it Stronger (2007)
Measuring Ethical Culture Research Project (2007)

Business Ethics, Business Schools, and the Business Community (2006)

Ethics and Compliance Due Diligence and Integration Processes for New Acquisitions (2006)

Ethics Guide for Jobseekers and Employers (2006)

ERC Fellows Reporting Project (2006)

The Effects of Age and Tenure on the Reporting of Misconduct (2005)

Integrating Ethics and Compliance Programs: Next Steps for Successful Implementation and Change (2001)
Insights 2000: A Report of the ERC Fellows Program (2000)

Moral Person/Moral Manager: How Executives Develop a Reputation for Ethical Leadership (2000)
Managing Ethics Upward (2000)

Ethics and Compliance in a Global Economy: Making the Case (1999)

} Special Topic Teleconferences

Implementing Risk Assessment

Ethics Talk: A Case Study on Ethical Obligations
The value of the ERC Fellows is an Root Cause Analysis

ability to assemble ethics practitioners Conflict of Interest Rules: Gifts and Gratuities

from across academia and industry with Ethical Issues in Marketing

the common goal of creating a better
§ f g Annual Certification of Ethics and Compliance Officers

understanding of organizational ethics _ . .
Creating Performance Incentives/Alignment to Support

and culture. a Culture of Integrity

Management of Privacy Issues in Europe in Light of
Paul Robert Recent Privacy Legislation and Concern

United Technologies Corporation _
Applicability of Codes of Conduct to Endorse

Contractors and Sub-contractors

Communication Strategies for Ethics & Compliance



Working Groups

China and India — Exploring National Cultural Values that may
Lead to Corrupt Behavior

Young Employees — Reviewing Literature Relevant to NBES 2005
Findings on Young and New Employees

Mergers & Acquisitions — Developing Ethics and Compliance Due
Diligence and Integration Processes for New Acquisitions

Managing Ethics in a Remote Environment — Building Ethics into
Performance Evaluations

Ethics Officer Definition — Defining the Role of the Chief Ethics
and Compliance Officer

Measurement — Measuring Program Effectiveness

Incentives — Identifying and Evaluating Incentives that Foster
Ethical Conduct

New Workforce — Studying the Effects of Age and Tenure on
Reporting of Observed Ethical Misconduct

Ethics in Culture with Perceived Corruption — Identifying
Industries Likely to Confront Ethics and Compliance Challenges
in Countries with Relatively High Risks of Corrupt Behavior

Board Training — Identifying Effective Ethics and Compliance
Training for Boards and Senior Managers

Global Group — Benchmarking Global Best Practices

Reporting — Studying the Factors that Influence Employees’
Likelihood of Reporting Misconduct

Risk Assessment — Studying the Marriage of Risk Assessment and
Management with Ethics and Compliance: Why it Works.
Making it Stronger

Procedural Justice — Studying Effective Ethics and Compliance
Reporting Procedures

Ethics and Business Curricula — Business Ethics, Business Schools
and the Business Community — Understanding the Perceptions
and Ethical Awareness of Business School Graduates; and the
Expectations and Responses of Prospective Employers

Benchmarking Helpline Data — Reviewing Hotline and Helpline
Practices and Procedures

Ethics Office Structure & Resources — Investigating How Diverse
Companies are in Terms of Structural Design, Available
Resources, and Level of Autonomy with Respect to their Ethics
and Compliance Functions

The ERC Fellows Program gives us a
unique opportunity to directly impact
the research agenda and to benefit by
close working relationships with
academics and other professionals in the

field. There’s no other group like it.

Barbara Kipp
PricewaterhouseCoopers, LLP




Looking Ahead: Challenges for the Next Decade

New business strategies and global economic development bring

emerging ethics issues. As we look forward to the next ten years of the

ERC Fellows Program, many challenges are evident on the horizon. Each

raises questions for potential Fellows research.

Changing Demographics:

How can we comprehensively encourage the
ethical conduct of a diversified workforce
while respecting individual differences?

What are the best ways to build an overall
ethical corporate culture in a multicultural,

multinational organization?

Character Development:
How will the values of the next generation of
workers impact business?

What is the role of business on employee's
moral growth?

Corporate Fiduciary Issues:
How does a company uphold ethical values in

light of constant pressure to increase
shareholder value?

The ERC Fellows program brings interested and talented
ethics professionals from the business, academic, nonprofit
and government sectors and channels their collective
knowledge into proactively identifying and developing ethics
best practices for the benefit of all. We don't just talk about

what we each do, but what we can do or should consider.

Maureen Mohlenkamp
Deloitte & Touche

Customer Data and Privacy:
What are the ethics obligations companies
incur when collecting private information

from customers?

Ethics in the Business Structure:
What is the ROI of an ethics program?

What is the most successful structure for an
ethics and compliance program such that it
becomes central to business strategy?

Executive Compensation:

How can companies create competitive yet fair
and transparent executive compensation
packages?

What are the issues to examine when
determining if the leadership of an
organization should be allowed to earn income
from serving on outside boards?

Globalization of Economies:
What ethics issues should we anticipate with
the increased dissolution of traditional
economic boundaries?

How can business encourage the public sector
in developing economies to adopt ethical
standards?

International Governance:
What are the advantages of a focus on integrity
in a global regulatory environment?

What is the best relationship between ethics,
compliance, corporate responsibility, and
sustainability efforts?



Stanley C. Pace Ethics and Leadership Award

In 1992, the Ethics Resource Center (ERC) received an endowed gift
from General Dynamics Corporation to honor Stanley C. Pace, who
retired as its Chairman and Chief Executive Officer in 1990. Mr. Pace's
emphasis on and leadership of General Dynamics' internal ethics
programs set a standard of excellence for industry leaders and the
business community.

Each year the ERC Fellows honor an individual or group of individuals
with the Stanley C. Pace Ethics and Leadership Award. Recipients are
recognized for their unwavering integrity, demonstrated moral vision,
and the ability to translate that vision into specific goals.

2000 The five founders of Transparency International

2001 Sir Mark Moody-Stuart, former CEO of the
Royal Dutch/Shell Group of Companies

2002 Mr. lra A. Lipman, Founder, Chairman, and
President, Guardsmark, LLC

2003 Mr. john E. Pepper, Retired Chairman and CEOQO,
The Procter & Gamble Company
2004 Mr. Norman R. Augustine, Retired Chairman,

Lockheed Martin Corporation

2005 Mr. Aaron Feuerstein, Retired Chairman,
President and CEO of Malden Mills

2006 Mr. Charles Bowsher, Former Chairman of the
Public Oversight Board and Former Comptroller General
of the United States

The impact of the ERC Fellows extends from the shop
floor, to the cubicle, to the corner office, to the Board
Room. Business and government leaders owe a huge debt
of gratitude to those ethics practitioners with the vision to

conceive and nurture this extraordinary program.

Jeff Oak
Bon Secours Health System, Inc.



ERC Corporate Fellows

ACS, Inc.

AEGON USA Corporation

AES Corporation

American Express Company
Allied Signal, Inc.

Altria Group, Inc.

Archer Daniels Midland Company
Argidius Humanities Foundation
Becton Dickinson & Co.

Bell Atlantic Corporation

Bell South Corporation

Best Western International, Inc.
The Boeing Company

Bon Secours Health System Inc.
BP plc

BWX Technologies, Inc.

CA

Caterpillar, Inc.

Chevron Corporation

Clark Construction Group, LLC
Citigroup

Computer Sciences Corporation
DeLeon & Stang

Deloitte & Touche

ERC Academic Fellows

Dartmouth University Tuck School of Business
DePaul University- Institute for Business & Professional Ethics

Dartmouth College

Georgetown Business Ethics Institute
George Washington University

Harvard Kennedy School of Government
National University

Dow Chemical Company

Duke Energy Corporation
Dupont

Eaton Corporation

EDS Corporation

Engelhard Corporation

Ernst & Young, LLP

Fannie Mae Foundation
Freddie Mac

General Dynamics Corporation
General Electric Company
General Motors Corporation
Guardsmark, LLC

Hewlett - Packard Company
Lockheed Martin Corporation
Luce & Williams, Ltd.
Marathon Oil Corporation
MassMutual Life Insurance
Merck & Co., Inc.

Monsanto Company

New York Life Insurance Company
Northrop Grumman Corporation
Nortel Networks

Oxford Health Plans, LLC

ERC Non-Profit &
Government Fellows

PepsiCo, Inc.

Phelps Dodge Corporation
Phillips Petroleum Company
PricewaterhouseCoopers, LLP
ProEthics, Ltd.

Prudential Financial, Inc.
Raytheon Company

The Rosentreter Group

SAIC

Sears Roebuck & Co.

Shell Oil Company

Sony Electronics, Inc.
Starbucks Corporation
Sundstrand Corporation
Tenet Healthcare

United Technologies Corporation
USAA

US Foodservice, Inc.

Veterans Health Administration
Wal-Mart Stores, Inc.
Weyerhaeuser Company
Xerox Corporation

Bentley College Center for Business Ethics
Business Roundtable

Ethics and Compliance Officer Association

Ethics Resource Center

FDIC

Independent Sector
Institute for Global Ethics

PCAOB

Sanford N. McDonnell Foundation
Securities Exchange Commission

U.S. Office of Government Ethics
United States Sentencing Commission
Woodstock Theological Center

Jackson State University

New York University
Pennsylvania State University
Santa Clara University- Markkula Center for Applied Ethics
Seattle University

University of Central Florida
University of Delaware
University of Maryland o . .
University of Notre Dame The contributions from the ERC Fellows are helping to bring
University of Wisconsin ethics programs to the next level of relevance and excellence.
Vanderbilt University
The Wharton School

Xavier University

Patricia Ellis
Raytheon Company
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