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You own or manage a company that is not a Fortune 500 giant, but
not something you run out of your living room. You've heard that
government enforcement agencies expect companies to have compli-
ance and ethics programs or maybe you have seen reports about the
industry leaders establishing these programs, and you want to know
what this is about. Why should you consider having a “compliance
and ethics program?” What will it do for your business and is it some-
thing you can afford?

In large companies and other organizations today, there is a strong
movement to develop methods to prevent violations of law and un-
ethical conduct. Among the Fortune 500, there are substantial, for-
mal programs. These companies have dedicated staffs and significant
budgets for this activity. They have adopted extensive codes of con-
duct, deployed online computer-based training programs, and hired
major law and accounting firms to help in this task. Is this something

your firm should be looking into?

What is a compliance and ethics program?
You might expect that a compliance and ethics program is some ex-

otic legal structure invented by the big accounting and law firms, or a

set of detailed legal rules the government wants companies to follow.
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But in reality, programs that work are about two things: a manage-
ment commitment to do the right thing, and effective management
steps to make that happen. It is about making sure that all those who
work for the company know what to do, and believe that the company
is serious about acting legally and ethically. The same types of manage-
ment tools that make a company run successfully also need to be used

to make sure it runs legally and ethically.

Why would you want a compliance and
ethics program?

Companies have compelling reasons to make this effort. The first
point of reference is something called the Federal Sentencing Guide-
lines. Under these standards, which federal judges use in sentencing,
a company that is convicted of a federal crime will face extraordi-
narily large fines. But if a company self-reports, cooperates with the
government, and has an effective compliance and ethics program, it
receives a steep reduction in fines: a 95% cut. This is a development
that has caught the attention of many, but there is much more that
has kept interest high in this area.

Obviously, the best reason to have a compliance and ethics program
is to prevent a violation in the first instance. Businesses have been hit
with enormous fines; businesspeople who break the law have faced
lengthy prison terms. The associated cost of litigation and the impact
of a damaged reputation need no elaboration. An especially import-
ant benefit is that even if a violation does occur, a diligent self-po-
licing program is something enforcement authorities have said they
will consider in determining how to handle any possible case against
a company. Your company might avoid being prosecuted or at least
receive more lenient treatment. It can also save you from being cut

off from all government business (debarred). In some areas of the
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law, a program can even save you from liability if you are sued (e.g.,
certain types of sexual harassment); it can also be used to fight puni-

tive damages claims.

If you are big enough to operate internationally, enforcement agen-
cies outside the U.S. are also looking for companies to adopt com-
pliance and ethics programs. The OECD, a treaty organization of
the most economically developed democracies, has joined with other
nations in a commitment to prosecute foreign bribery. These coun-
tries, including the U.S., have committed to promote compliance
and ethics programs and have issued a guidance document on steps
to take in such programs. Whether a violation occurs in the U.S.
or in another country, a company will want to have a good story to
tell enforcement authorities about its efforts to follow the laws and

act ethically.

A program that builds management skills and a structure of busi-
ness control not only may stop your company from becoming a
criminal—it may also help save you from becoming a victim of
others’ waste, fraud and abuse. The Association of Certified Fraud
Examiners has determined that the typical company loses 5 to 6 per-
cent of its annual revenue to fraud—a good program can cut that

expensive risk.

Nor are the benefits just defensive. Increasingly, blue chip companies
are looking to do business with third parties they can trust. A smaller
company with the sophistication to implement a compliance and
ethics program is a much safer and more desirable business partner
for these large companies. If you are a smart businessperson, you can
use your compliance and ethics initiatives as a way to network with
larger companies to open doors that would otherwise have been in-
accessible to you. And one additional consideration: Do you want to

sell your business and retire rich some day? You may find the buyer
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asking you about your company’s compliance and ethics program as
a regular part of pre-acquisition due diligence. The blue-chip com-
panies already have compliance and ethics programs in place, and
they want to know they are not buying into trouble when they look

at your company.

Are compliance and ethics programs the exclusive
domain of the advantaged few?

Fortunately, this is not an area where bigger is necessarily better. The
degree of formality required for an effective program depends on
factors such as a company’s size. Because of this, smaller companies
can actually be at an advantage over larger entities. While the top ex-
ecutive at a Fortune 500 company cannot know every employee, the
head of a smaller company can have personal contact with employees
and have an easier time conveying the message that integrity counts.
With a real commitment from the top, and with the right advice, a
smaller company can have a program that can not only gain as much
credit as those in the larger companies, but can actually have an effect
in avoiding legal and ethical trouble, and even improve a company’s
business performance. That is because the single most important in-
gredient is one that costs nothing: Being serious and making a com-
mitment to ethical business. This leads to an important caution: You
should only proceed with a compliance and ethics program if you are
serious about doing the right thing. A sham program is worse than

none at all.

Where do you start?

The most important guide for compliance and ethics programs starts
in one of the last places you might think to look—the standards fed-
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eral judges use when sentencing criminals. For convicted companies,
these standards, the Federal Sentencing Guidelines, tell a judge how
heavy the fines will be. But the Guidelines also offer an enormous
break for companies that have effective compliance and ethics pro-
grams, report violations and cooperate with the government. To be
“effective,” the compliance program must be “diligent,” and meet
seven minimum standards. Unlike much of what you may encoun-
ter in government standards, these Sentencing Guidelines standards
are, for the most part, a good guide because they are management
oriented. The list is very close to what an experienced manager would
use to manage any business project. Also, their impact is not limit-
ed to sentencing; these same standards influence other parts of the

legal system.

While the Sentencing Guidelines are the premier template, they are
not the only one. Another prominent standard issued by the OECD,
a treaty organization that includes the U.S., is the Good Practice
Guidance. While the OECD document is focused on preventing for-
eign bribery, it does list practical steps that, for the most part, would
work for any program. We draw on that also, as well as experiences of
other companies, in discussing how to set up a program on a small-

business budget.

Do you need high-priced experts to have an
effective program?

While others might disagree, we believe the answer is “no.” However,
there are times when it is important to get help. For example, at the
first sign that there may be violations of law in your company;, it is
best to obtain experienced legal counsel. Remember, too, that the
ideas in this memo are offered to you as starting points. This memo
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is not intended as a substitute for sound legal advice. When you need
legal advice, you should consult competent legal counsel.

We believe a company can have an excellent compliance and ethics
program without major out-of-pocket expenses. There are just a few
items you should purchase to start. We recommend that whoever
you put in charge of your compliance and ethics program should
seriously consider joining Society of Corporate Compliance and
Ethics (SCCE). The 2024 annual cost is $325 and the benefits of
being part of a professional compliance and ethics organization are
substantial. But even without membership your compliance and eth-
ics professional should take full advantage of all the free resources

available through SCCE'’s website, corporatecompliance.org. There are

a few other items to purchase including a pack of plain white paper,
cost: $7.00; a steno pad, cost: $2.00. We do not count as expens-
es anything you already have for the business, such as a computer,
phone, pens, etc. These are not things you would purchase just for a
compliance and ethics program.

The out-of-pocket expense of implementing a compliance and ethics
program can be trivial, but the effort is not. The key ingredient is not

money, but diligence. You need to be serious and follow through.

STEPS TOWARD A DILIGENT COMPLIANCE AND
ETHICS PROGRAM

Here are the basic compliance and ethics elements drawn from the
Sentencing Guidelines, the OECD Good Practice Guidance, and
company practices, with ideas for how to meet these elements effec-
tively without major expense. Under each element there are numer-

ous examples of things you can do. You have many options on these
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examples, but to hit the minimum standards and have a program
that works, be sure you have addressed each topic.

Starting points.

1. Go online to the website of Society of Corporate Compli-
ance and Ethics, corporatecompliance.org. There are nu-

merous resources available here for free. Cost: $0.

2. Join SCCE’s group on LinkedIn: linkedin.com/groups/61769.
And if you are an SCCE member, join the member social

network at community. corporatecompliance.org. This is

also free and gives you the opportunity to share resources,

ideas and questions with practitioners around the world.

Cost: $0.

3. Network with other companies, big and small. One great
characteristic of the compliance and ethics field is that
sharing is considered part of the profession. Whether it is
a neighboring business, a supplier, or a customer, they may
have their own compliance and ethics officer and useful ma-
terials they would share with you. You can contact the com-
pliance and ethics officers at big companies you do business
with (or want to impress) for copies of their materials. Feel
free to ask others, but make sure each thing you get actually

makes sense for your company. Cost: $0.

4. Use groups where you are already a member. These may be
trade industry associations, local chambers of commerce,
or groups like Rotary. They provide opportunities for net-

working on compliance and ethics issues, and also a forum
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for outside speakers to provide information for free that is

useful for your program. Cost: $0.

Keep a record of everything you do as part of your program.
Keep this in your computer—it’s not necessary to use paper
printing it out. (But be sure you back-up your computer—if
you are not already doing so, start today, not for compliance

and ethics purposes but because your business could be at
risk.) Cost: $0.

Risk assessment. Know what compliance and ethics
risks your business faces and address them based on

how dangerous they are.

Read your trade journals and business press. If you already
read The Wall Street Journal, read some of their reports on
violations and compliance problems other companies are
having. Did another company get in trouble in an area that
also affects your business? Is someone in your industry un-
der investigation? Learn from their mistakes and make sure
you have addressed this area in your compliance and ethics
program. If you do not subscribe to any business publica-
tions or 7he Wall Street Journal, then occasionally stop in the
library and read them there. Keep a written record that you
are doing this. Cost: $0.

Look at the online codes of conduct for companies in sim-
ilar businesses. These codes typically address many of the
risks they and you face. Include these in your risk assess-
ment. Cost: $0.
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3. If you are in a trade association, ask them to have outside
speakers such as lawyers address the group on potential
compliance and ethics issues. You can also do this on a more
general basis in groups like Rotary, where members are re-
quired to arrange outside speakers. Add this input into your

risk assessment. Cost: $0.

4. Have your trade association conduct compliance and ethics
risk assessment meetings or discussions and use their infor-

mation in your own assessments. Cost: $0.

5. Go through a list of legal risk areas and think about which
ones might affect your business. Which ones have already
meant trouble for others in your industry? Document each
thing you do as a result of these risk inputs, so it never ap-
pears that you ignored a risk that might apply. Cost: $0.

6. If you form an internal compliance and ethics committee,
include as a regular agenda item a discussion of what risks
the company faces. Be sure to keep minutes of these discus-
sions. Cost: $0.

B.  Have standards and procedures to prevent violations.

1. “Standards” typically include codes of conduct. Go online
and look at what other companies have said in their codes
of conduct. Companies on the major stock exchanges now
post their codes of conduct online, so there is an enormous

amount of free research available. Cost: $0.

2. Write a statement of your company’s commitment to law

and doing the right thing. Sit at your laptop, write it, and

www.corporatecompliance.org 11



A Compliance & Ethics Program on A Dollar a Day:
How Small Companies Can have Effective Programs

12

then circulate it to others in your company for their com-
ments. Then revise it in response to useful suggestions, and
then post it on your website, if you have one. If not, email it
to all your people. Cost: $0.

Get a loose-leaf notebook. Take one of those that has been
sitting on a shelf for 5 years or more unopened. Dump what
is in it, and label it “[your company’s] compliance and eth-
ics program.” Put in there everything that shows you have
a program. Cost: $7.00 for paper (already counted above).
Or, just set up a new folder on your computer and do the
same electronically for no cost.

Write a code of conduct for your business. You can access
plenty of them online. Copyright law requires that you get
another company’s permission if you want to copy their ex-
act language, but no permission is required if you just copy
ideas. In the compliance and ethics field people are generally
willing to share what they have done, so you may not have
difficulty getting permission to copy language on specific
points you want to use. Assuming your company has an
email system and everyone has computers, you can provide
copies of your code to employees electronically for no cost.
If you want to make hard copies, there is a cost. If you have
a 20-page code, printing 100 copies would cost you $28.00
for paper.

Be careful with your code; as with other program docu-
ments, if you are very careful you can do this safely on your
own. But you might want to pay a lawyer to review it when

you are done. There are risks if you write the wrong things.
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For example, you want to be sure the code will not be inter-
preted as an employment contract. Also, if you have union-
ized employees, check with your lawyer about whether and
how your code can apply to them. But one caution in deal-
ing with lawyers. If the lawyer says he/she has to research this,
get another lawyer. Only use a lawyer who already knows
what a code of conduct is and does not expect you to pay for
his/her education.

It is smart to start a program with a board of directors (or
equivalent) resolution. If you have an in-house lawyer, you
can get this for free. If you do not, you can work from other
resolutions you already have, by declaring that the company
is committed to complying with law, and hereby resolves to
institute a formal program to assure compliance with laws
and ethical business practices. In the same resolution, elect
your chief ethics and compliance officer (‘CECO”—a term
we will use throughout). Another source for form resolu-

tions would be major companies. Cost: $0.

Consider going beyond mere legal compliance, and setting a
policy to conduct business ethically, with integrity, applying
best practices, etc. Explain why this is good for the business.

Cost: $0.

Procedures, or “controls,” are also important to be sure ev-
erything is legal and ethical. For significant expenditures
make sure there are always two signatures required. This

helps prevent both fraud and illegal conduct. Cost: $0.
Another control is to require that everyone take at least an

occasional vacation where they stay away from the office.

In fact, the law requires that you give people time off (so
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there is no real cost to this). But fraud investigators will tell
you it is difficult for a corrupt employee to keep fraud or
other illegal conduct hidden unless the perpetrator is there
all the time. So make sure everyone, especially long-term,
trusted employees, take time completely away from the of-

fice. Cost: $0.

No matter who else is responsible for managing your books
and money, you need occasionally to check things yourself,
unannounced, when no one else is present. This is also a
form of control, and another key preventive step against em-
bezzlement and other illegal conduct. Cost: $0.

The compliance and ethics program should be man-
aged by a senior compliance and ethics officer with
oversight and strong support at the very top.

Designate a senior manager you trust and whom employees
respect as the CECO. For most small and medium business-
es this is necessarily just one of the person’s responsibilities,
but it should be built into the person’s position description.
Cost: $0.

If you have a board of directors that meets, have the CECO
make regular reports about the program. Also have the

CECO report at senior management meetings. Keep min-
utes of this. Cost: $0.

Download SCCE’s Code of Professional Ethics for Compliance

and Ethics Professionals for free from corporatecompliance.

org/CodeEthics, and have your company agree that it will ap-
ply for your CECO. Cost: $0.
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Have your CECO give a training presentation to the board
or whoever is the highest authority in your company ex-
plaining what a compliance and ethics program is, and
discussing the legal and ethical risks facing the company.
Cost: $0.

If your board has outside directors, recruit a CECO from
another company to be on your board. This will give the
board very useful compliance and ethics expertise. This per-
son would just replace another board member, so if you pay
board members there is no added cost. Cost: $0.

At your next meeting of senior managers, talk with them
about the program. Ask them to report at the next meeting
about what they have done to promote the program within
their teams. Tell them you are serious. Have someone take
careful notes of this and save them in the compliance and
ethics program binder or file. Cost: $0.

If you have multiple locations, have someone at each loca-
tion with compliance and ethics responsibility and require
progress reports to the CECO. Cost: $0.

Make sure your CECO and those who do compliance and
ethics work have real clout. Give them priority access to the

board and the CEO. Commend them publicly. Cost: $0.

For your biggest, most dangerous risks, you may also want
to designate one manager as the point person on each of
those risks, but working with the CECO. This helps ensure
each hot topic gets covered. Cost: $0.

www.corporatecompliance.org
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10. Look for every opportunity you can find to show your per-

11.

sonal commitment to the compliance and ethics program.
Words are OK, but actions are far better. For example, you
should be the first to sign up and show up for any compli-

ance and ethics training. Cost: $0.

You should personally have a copy of the company’s code of
conduct on your desk, open and used. Cost: $0.

Use care in promotions and in hiring people for re-

sponsible positions. Do not put people you have rea-

son to believe would break the law in positions where

they can do so.

Check references before you hire someone. If the person
has a questionable past, document why you think he or she
will be acceptable despite that record, and also follow the
CECO’s advice on this. Be careful that you do not use this
checking as an excuse for discriminating against protected

groups. For example, arrest records should be off limits.

Cost: $0.

If you do business with the government, check online for a
list of those who have been debarred. Check your employ-
ment candidates and third parties you might use against that
list. Cost: $0.

Check with your CECO before you promote anyone.
Cost: $0.
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4. Do an online search of those you are hiring into manage-
ment and sensitive positions. Document that you did this.
Cost: $0.

5. Do not give complete, unfettered authority to local or busi-
ness unit heads. Unchecked local power is a prime source of

business misconduct. Remember the expression, “trust, but

verify.” Cost: $0.

E. Systems to address the risk of dealing with third
parties.

1. Do web searches before retaining agents, consultants and
other business partners. Check with others who may be fa-
miliar with them. Know who you are doing business with.
(It will only cost you if you do net do this.) Cost: $0.

2. Email copies of your code of conduct to third parties you do
business with. Cost: $0.

3. Include in contracts with third parties that you expect them
to obey the law and act ethically in their dealings with and
for you. You can probably get useful language for this on
the SCCE social network if you are a member, or otherwise

from peer companies. Cost: $0.

4. Send an email message to your suppliers and third parties
acting for you, informing them of your gifts/conflicts policy
and commitment to doing things right, including informa-
tion on how to contact your CECO or other compliance
and ethics reporting system. Cost: $0.
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Require contractors or agents working for you who are in a
position to get your company in trouble to have compliance
and ethics programs themselves. (If you are a U.S. govern-
ment contractor doing a certain level of business with the
government you may be required to do this.) Offer to let
them look at what you have done. Cost: $0.

Require in contracts with third parties that they report to
you any instances of illegal or unethical conduct that may

occur in any work they perform for your company. Cost:

$0.

When doing business with third parties in other countries,
check with the embassy in those countries about those par-
ties. You can do this while you are there prospecting for

business. Cost: $30 for a taxi ride.

Talk with peers and at least do Google checks of potential

business partners. Cost: $0.

One of the most obvious steps, but one often poorly
done, is to communicate your code standards and the

requirements of the law to those who work for you.

Start by focusing on your code of conduct. Refer to it often.
Make it available. Cost: $0.

Have your trade association or local business association get
lawyers or government spokespersons to talk about compli-
ance in different areas of the law. If you do this right, you
can get basic training for your key employees as part of the
membership dues you are already paying. Make sure your

www.corporatecompliance.org



A Compliance & Ethics Program on A Dollar a Day:
How Small Companies Can have Effective Programs

employees take notes and sign in, so there is a record of their

training. Cost: $0.

Ask for permission to use your phone to record the associ-
ation’s compliance training session and to use it internally.
This will give you a tool to train employees who could not
attend. Keep the video and the sign-in sheets with your

compliance and ethics program records. Cost: $0.

At staff meetings and other company get-togethers, discuss
a compliance and ethics topic that covers a risk area. Even

these types of informal events count. Cost: $0.

For any compliance training you have, be sure your employ-
ees sign in, so you have a record. You could do this through

your computer system to save on the cost of paper. Cost: $0.

Government agencies often make guides available online
for free. These include the EEOC (e.g., for the Americans
with Disabilities Act), the FTC (e.g., mail order sales rules),
and the Department of Justice criteria for evaluating com-
pliance programs (https://www.justice.gov/criminal/crimi-
nal-fraud/page/file/937501/dl). You can email these to ap-
propriate employees. Cost: $0.

Look at your other training. If you already are training em-
ployees in areas of your business, add in the relevant compli-
ance training. For example, whoever does your sales training
should also tell your employees the basics about price fixing.
If your people are trained in telemarketing, include the FTC
guidelines in the training. If you use an outside trainer, push

them to include this in the training. If you do the training

www.corporatecompliance.org
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10.

11.

yourself, you can start with the government materials. Cost:

$0.

Get your trade association to develop compliance training
materials. If the association is big enough, there may be no
cost to you. If there is a cost, it will be much less than doing
this alone. Cost: $0.

Posters and notices: some of these are already required and
provided by the government. You can do your own poster
or notice for your compliance and ethics program. You can
start by typing your company’s name, the name, email and
phone number of your CECO, and a statement that it is
your policy to obey the law and to do business with integ-
rity. Be sure to state that you will not retaliate against any-
one who raises compliance and ethics issues in good faith.
You could add different policy and compliance messages
from time to time. These messages could come from free
government materials, or from the compliance speakers at
your trade association. Many lawyers also send out free client
newsletters that can easily be used for this purpose. Cost:
$0. (You already bought this paper.)

If you have a company newsletter, add in an ethics and com-
pliance column. (Caution: If you copy other publications’

articles, get permission first.) Cost: $0.

If your business has a website, you can add in materials
about the rules of the game, and/or provide links to resourc-
es explaining the laws. For example, there can be links to
government-issued guides. Your code of conduct should

certainly be there, including your own personal statement
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about being committed to following the law and doing the
right thing. Cost: $0.

If you read any business press you will likely find stories
of other companies getting in trouble, and of government
enforcement efforts. Use these as learning opportunities and
send emails to employees summarizing the message of rele-

vant cases. Cost: $0.

You can find in your local library, or have the librarian ob-
tain by interlibrary loan, books and guides that explain each
key risk area in layman’s terms. These may also list other

training and communications resources available. Cost: $0.

An effective compliance and ethics program must

be more than just paper and preaching. You need to

have methods to check whether violations are hap-

pening and whether the program is working.

Get information personally about what is going on in your
company. This is something any smart manager should do
anyway. Walk around and talk with your people; ride along
with a sales person; visit a work crew. Cost: $0 (in fact, you

are likely to lose money if you are not already doing this).

When you walk around and ask questions, include a com-
pliance and ethics checklist, e.g., Any sexually offensive pic-
tures? Any loose wires people could trip over? Any mysteri-
ous black oily fluids sitting around in cans? This is part of
a compliance and ethics audit covering sexual harassment,
workplace safety, and environmental compliance. As with

everything else you do, document it and follow-up with any

www.corporatecompliance.org
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problems. The mere fact that you do this will also send an
important and memorable message to all employees. Cost of
a notepad (already covered above): $2.00.

If you already have accountants and/or auditors, insist that
they get training or background in compliance and ethics
areas. Give them the website for SCCE. Tell them to look
for compliance and ethics trouble in any work they do for
you. Again, document that you told them to do this. (Don't
even think of paying any outside professional to obtain this
professional background—they should already have it.)
Cost: $0.

If you have an in-house lawyer, include compliance and eth-
ics reviews in his or her job description. Make sure he or she
knows or learns the compliance and ethics area. Cost: $0.

When someone leaves the company have your CECO in-
terview the person to ask if there were any compliance and
ethics concerns the person saw and did not report. If there

are, be sure you follow up on them. Cost: $0.

If you have employees scattered at different locations, you
could conduct a simple survey of their opinions about
the company’s commitment to compliance and ethics and
whether they see any issues. You could do this by email,
although employees may prefer an anonymous response sys-
tem. If so, you can give them the option to print out the

questions and mail in the responses anonymously. Cost: $0.
Give employees, agents, and others your business deals with

a way to report concerns and get advice. Some companies

claim to have an “open door policy.” This is one cost-free
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method we do not recommend, because it is often ineffec-
tive. On the other hand, an anonymous suggestion/ con-
cerns box can serve this purpose. Cost: $2.00 for a box, or
use an old cardboard one. Just be sure to check it regularly,

and then respond.

It is best, though, if people can call in concerns anonymous-
ly and also easily seek advice. You can give out your CECO’s
number; just be sure you do not have caller ID on the line.
Let people call anonymously. Cost: $0.

If you have an internal website you can also arrange to re-

ceive concerns and questions through the website. Cost: $0.

You may be able to talk your outside lawyer into making
his or her number available. He or she may do this on the
theory that if something comes up, you will hire him or
her to handle it. Be sure your lawyer knows how to handle
such calls (there are serious ethical issues lurking). Again,
give him or her the web address for SCCE, but remember
to make clear that you will not pay any professional’s cost of
getting up to speed in the compliance and ethics area; this is
professional background they should already have. Cost: $0

(but costs can occur if the lawyer gets significant calls).

Publicize whatever reporting system you set up. Include the
phone number and/or website link in your code, on your
bulletin board, on any posters you use, in a company di-
rectory, or anywhere else in the company you have contact

information. Cost: $0.

Having a reporting system is one of the most sensitive parts

of your compliance and ethics program. Be sure you follow
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13.

14.

up on all calls, give feedback to callers, and protect the call-
ers from retaliation. This is one area where it is best to call
in counsel at the first sign of trouble. Cost of follow-up and
feedback on non-sensitive matters: $0.

For those who report misconduct, have the CECO check
on the person’s status from time to time to prevent retalia-
tion. If you have human resources people, be sure they can
recognize retaliation and bring it to the CECO’s attention.

Cost: $0.

Programs need to be evaluated on an ongoing basis. One
way to handle this is to use peer reviews. Working with com-
panies that are similar in size and risks, have teams of the
companies compliance and ethics officers review each oth-
ers programs and provide input. Each company helps evalu-
ate the others and all gain from seeing others’ best practices.

Cost: $0.

You have to be serious about your compliance and

ethics standards, and that means discipline for viola-

tors. Discipline must be consistent, and include those

who should have, but did not, detect the violations.

1.

When people break the rules, you have to be tough on them.
It is good business. Cost: $0.

If managers or employees avoid the compliance and ethics
training, use discipline to make the point that this is manda-
tory. No training means no bonus, no promotion, and none

of whatever else counts in your company. Cost: $0.
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3. Write up a set of guides for discipline. One basic standard:
the higher a manager is, the tougher the standards and the
harder the penalties. Include as a basis for discipline manag-
ers failure to take steps to prevent and detect misconduct.
You may be able to get disciplinary guides from other com-
panies. Cost: $0.

4. Have your CECO sign off on discipline cases. Cost: $0.

One of the clearest tests of a programs effectiveness is
whether a companys system of incentives, objectives
and appraisals supports or undercuts the compliance
and ethics program.

1. Make the compliance and ethics program part of how you
incent and measure people. If you don't do this, employ-
ees may not take your commitment seriously. SCCE has an
entire white paper on this topic available on its website for
free, Murphy, “Building Incentives in Your Compliance &
Ethics Program” (SCCE; January 2009), corporatecompli-

ance.org/IncentivesPDE Cost: $0.

2. Making compliance and ethics part of the appraisal system
is one of the most cost-effective compliance techniques. If

you have an appraisal form, just have this element added in.
Cost: $0.

3. When you evaluate your direct reports, ask each one what
he or she did to advance compliance and ethics in his or
her unit. Write that into the evaluation. Set compliance and
ethics objectives for next year. Examples of how to do this
can be found in the SCCE white paper. Cost: $0.
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5.

When someone shows leadership in compliance and ethics
have your CECO write that person a commendation letter.
This can be done for things as simple as being the first per-
son to complete particular compliance and ethics training.
This recognition sends a signal that doing the right thing
really matters and is noticed. Cost: $0.

If you provide employee parking, reserve the best parking
space for whoever shows compliance and ethics leadership.

Cost: $0.

If you detect weaknesses in your compliance and eth-
ics program, or if violations occur, you need to re-

spond appropriately.

If you find a problem, you have to fix it. Set up a process you
will follow in case this happens. For example, you can write
on an emergency sheet your lawyer’s home number and the
home numbers of the key people who you would need to be
involved in a crisis. Share this with your CECO and other
key leaders in the company. Cost: $0.

Have presentations at your trade association/chamber of
commerce by law firms and other experts on how to con-
duct internal investigations and send anyone in your com-

pany who would conduct such investigations. Cost: $0.

Where your audits and reviews show weaknesses in your
compliance and ethics program, fix them. For example, if
employees do not know that they have to fill out a certain
EPA form, make sure they learn. Cost: $0.
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Discuss compliance and ethics failures at your senior man-
agement meetings, and discuss how to prevent them from
recurring. Follow up to be sure fixes are made, and docu-

ment this process. Cost: $0.

Have an experienced lawyer available who is familiar with
you and your business, and who has also had at least some
basic training on compliance and ethics. You may be able to
establish this relationship without a retainer, with the un-
derstanding that if a problem comes up, you will call that

lawyer. Cost: $0.

If a problem comes up, you need to have it investigated.
This is where your lawyer comes in—in-house if you have
one, otherwise your outside lawyer. And if it’s a potentially
serious legal matter, it’s better to use outside counsel. Cost to

be prepared: $0.

In addition to the list of minimum steps, the Sen-
tencing Guidelines say a program should be at least
up to “industry practice.”

Discuss with your trade group or local business association
what other companies do to prevent violations. Document
this. If there are any good ideas, use them. If the ideas are not

for you, just jot down why what you do is enough. Cost: $0.

The SCCE LinkedIn group and, for SCCE members, social
network give you an online, no-cost way to network, ask
questions and follow developments in the compliance and
ethics field. Keep a record of doing this. Cost: $0.
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3. You can go online anytime and research what other com-
panies are doing in their compliance and ethics programs.

Where you see a good idea that might work for you, use it.
Cost: $0.

4. You can form your own compliance and ethics practices
group in your own community. These are forums where
businesses either in the same industry or in the same geo-
graphic area meet and exchange ideas, resources, and experi-
ences. You can meet at each others’ facilities on a reciprocal
basis, so there need not be any cost. (You might even find

some new customers through doing this.) Cost: $0.

Optional Spending

This list of inexpensive or free steps is offered to show that compli-
ance and ethics is not about spending money, but about manage-
ment’s commitment. You could, if you are willing to do the work,
have a credible program on this basis. However, the fact that you
can do it so cheaply does not mean this is the best or most efficient
way to proceed. So we offer here additional ideas and resources for
your program. A small business does not have to spend on the scale
of a large one, but it should be willing to spend enough to have an
impact. Also, keep in mind that it is not necessary for your business
to face even these modest expenses alone. You may find that pooling
resources with comparable businesses makes sense. Thus, a particular
book might be very helpful, but you can easily share it with peers and
split the cost. In a group of companies, one might choose to have its
CECO join SCCE but then share the experience with the others.

1. Murphy, 501 Ideas for Your Compliance and Ethics Program
(SCCE; 2008). This is a book written by the author that
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contains many ideas on elements of a compliance and ethics

program. $60 for SCCE members; $85 for non-members.

SCCE membership, at $325 per year. This gives you even
greater access to SCCE’s resources, and discounts on pur-
chases from SCCE (corporatecompliance.org). Membership
can even be a positive and productive method for network-
ing with potential, blue-chip customers. We list SCCE
membership as optional, but by our count of expenses listed
above a company could pay for an SCCE membership and

still be within the dollar-a-day cost calculation.

Compliance 101 and International Compliance 101 are both
excellent primers on compliance programs. They are each
available online from SCCE for just $55 for SCCE mem-
bers, and $80 for non-members.

Program reviews. You can pay an outside expert to review
your program and provide advice. Be sure you get someone
who knows the compliance and ethics field, and negotiate

a set price.

Helplines. If you want to take a more cautious approach
than having an in-house system, it costs more but there are
contractors who will field calls for you. This is particularly
useful if you have employees in widespread locations and

especially outside the U.S.
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Can Your Program Be Serious If You Don’t Spend
Much Money?

There are those who may be skeptical about the ability to have an
effective compliance and ethics program without throwing large
amounts of resources at the task. But, in fact, it is good, smart man-
agement methods that are the keys to compliance and ethics. Sig-
nals from the top—what top management actually does in tough
situations—mean more than slick productions. The fact that the top
boss personally asks subordinates about compliance and ethics sends

a powerful message.

You can look at the list and realize that this is not about money; how-
ever, the length of the list may lead you to ask an entirely different
question—where will you get the time? First, remember that you
need to have one senior person take on the role of Chief Ethics and
Compliance Officer; typically, in small and medium sized businesses,
this will be only part time. But the function needs to be a core part
of that person’s job. As for timing, you will notice that the list has
eleven topics. We all have our own ways of approaching tasks, so
if you are committed to the task you can devise your own plan for
tackling this. One simple approach is to tackle one per month, until
you feel the project is successfully launched. Another, if your senior
staff is large enough, might be to assign ownership of one or two
topics to different managers in your business and then hold them
accountable for achieving results. Whatever method you have used
successfully to get other projects done in your business, apply those

same approaches to this task.

Can large, billion-dollar-plus companies get by on a dollar a day?
No, for larger companies more can fairly be expected, because with
their greater position in the marketplace comes greater responsibili-
ties. For example, a large company could readily be expected to have
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one dedicated senior officer as the CECO. But the point still re-
mains, that the most important factor for any company is not simply
resources, but commitment. It is true that in larger companies the
provision of necessary resources will certainly be one sign of com-
mitment. But resources without that high level commitment will
not be effective. However, if senior management’s commitment to
doing the right thing is there, then there will always be a way to get
the job done.

You should also recognize that there are risks, and there may be times
when you need good legal advice. If there appears to be a violation of
law, the risks can be severe. Of course, this is even more so without
a program; the program does not create the violations, and the cost
of responding to trouble is not a cost of the program. You also need
to use care in what you write. Attorneys can operate on a confiden-
tial basis using attorney-client privilege; you probably cannot protect
what you write on your own. Unfortunately, even good intentions
can get you in trouble. For example, charges of defamation, wrongful
discharge, invasion of privacy and the like can arise from mishandled
investigations. If there are signs of trouble, get outside legal help

immediately.

Can a small business conduct a compliance and ethics program on
a dollar a day or less? Yes, the costs of a compliance and ethics pro-
gram can be minimal if the commitment is there. There is really no
excuse for any business to ignore the law and the importance of eth-
ical conduct. A compliance and ethics program is not expensive for
small and medium sized businesses. But the costs of violations can
be backbreaking for your business, especially if you have no program

and if warning signs of trouble are ignored or mishandled.
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Joe Murphy, CCEPD is Editor, Compliance and Ethics: Ideas &

Answers bttps://ideasandanswers.com and author of 501 Ideas for
Your Compliance and Ethics Program (SCCE: 2008).

He can be reached at jemurphy5730@gmail.com; 856 278-1664. Joe

bas a financial interest in the 501 Ideas book and owns Compliance and
Ethics: Ideas & Answers.

Joe was co-founder of Integrity Interactive starting with four employees,
has been a member of Rotary, and was on the board of the business asso-
ciation in Haddonfield, NJ, where ‘mom and pop” businesses are literally
run by moms and pops (and other family members).
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