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Abstract
This paper reports on some selected findings of the Institute of Business Ethics’ fifth survey into how FTSE 350 companies use their codes of ethics. A triennial survey, the majority of the survey questions have been held consistent throughout the years. This has made possible the identification of changes in how companies try to make their code work. The paper will focus on the following aspects: purpose and administration of the code, implementation and embedding, monitoring and revision, reference to external standards and guidelines, significant ethical issues, and the extent to which ethics programmes take the issue of climate change into account. Differences between FTSE 100 and FTSE 250 companies will also be examined. 
Introduction
Corporate codes of ethics or business conduct are increasingly adopted by large corporations throughout the world. This is either as a response to mandatory requirements, such as the listing requirement of the New York Stock Exchange, or as part of adopting comprehensive corporate governance codes, such as the UK Combined Code on Governance. A code of ethics is regarded as the principal tool of a corporate ethics policy (AMA, 2006). 
It remains, however, a matter of debate to what extent such codes are effective in regulating companies’ behaviour in the marketplace and towards their stakeholders (e.g. Helin and Sandström, 2007; Schwarz, 2004). After all, high profile companies like Enron had a code of ethics, yet this did not prevent them from engaging in malpractice which affected a range of stakeholder groups.
Surveys carried out among managers and employees suggest that companies need to embed their code into their organisations in order to make it effective (ERC, 2005; AMA, 2006). The mere possession of a code does not influence corporate and employee behaviour, and, indeed, might subject the organisation to allegations of ‘window dressing’ (Schwarz, 2004).
However, research on how companies go about implementing their ethics codes remains limited. In their review of empirical studies on Corporate Codes of Ethics, Helin and Sandström (2007) point out that the majority of studies in this area have focused on the contents of codes, or on the possible effect of codes on employee and corporate behaviour (they call these output-oriented studies). Studies focusing on how codes are being implemented in organisations with the aim of bringing about behavioural change (transformation-oriented studies) are far less frequent in number. 
This paper seeks to make a contribution to this third group of studies. It reports on the findings of a tracking survey which investigates how FTSE 350 companies use their codes of ethics in their organisation. The following section will outline how the research was conducted. Next, some selected research findings will be presented and discussed. The concluding section will discuss the findings further, outline the limitations of the study and make suggestions for further research.  
Methodology

The Institute of Business Ethics (IBE) has been conducting research into the use of corporate codes of ethics since 1995. A triennial tracking survey, the research was carried out for the fifth time in 2007. The survey is mainly conducted to inform the practitioner-focused work of the IBE, but the insights gained will also be of wider interest to academics and policy makers.
In a preliminary stage of the research, the researchers sought to identify FTSE 350 companies that have a code of ethics
. This was done by drawing on information held in the 2004 survey database, visiting company websites and sending out a survey card to the remaining companies. At the end of this exercise, the researchers had identified 85% of FTSE 100 companies as having a code of ethics, and 54% of FTSE 250 companies
.   
The questionnaire was then sent out to 200 of these companies known to have a code of ethics. The questionnaire contained 14 questions, addressing a range of aspects (see findings section). Most questions from the previous surveys were repeated, in order to enable the tracking of changes and evaluation of trends over the years. A few questions and response options were added to explore new, emerging issues. 

The survey was either sent to a person responsible for the ethics programme (if known to the Institute of Business Ethics) or the company’s CEO
. An electronic reply facility (SurveyMonkey) was made available to the respondents, in addition to a hard copy of the questionnaire. 
73 (37%) responses were received, of which 67 (34%) were completed and useable. The reasons given for not completing the questionnaire were lack of time and company policy not to take part in research projects of this kind.  Chart 1 gives an overview of the response rates of this and previous surveys. 

Chart 1 Comparison of the responses to the last four surveys
	
	2007
	2004
	2001
	1998

	Questionnaires Sent    
	200
	196
	179
	177

	Total Responses   
	73(37%)
	96 (49%)
	99 (55%)
	77 (43%)

	Usable Responses
	67(34%)
	80 (41%)
	61 (43%)
	55(28%)


Of the 67 responses, 43 (64%) came from FTSE 100 companies, and 22 (33%) from FTSE 250 companies. 2 (3%) respondents remained anonymous. 
Chart 2 outlines the breakdown by economic sector.

Chart 2 Responses Breakdown by Economic Sector
	Manufacturing
	21%

	Financial services
	19%

	Property & business services 
	12%

	Mining and quarrying     
	10%

	Utilities
	10%

	Wholesale and retail 
	9%

	Other services
	5%

	Hospitality industry

	5%

	Construction
	3%

	Transport, storage & communication 
	3%

	Non–specified (anonymous)
	3%


The following sections outline some selected findings of the 2007 survey. Comparison with previous IBE surveys will be made. Differences between FTSE 100 and FTSE 250 companies will also be examined. 
Findings

Purpose and administration of the Code
The focus of the survey was the company’s code of ethics or similar document. As such, the respondents may have referred either to documents that set out rules for employees to ensure ‘correct’ behaviour (code of conduct); documents which outline the company’s ethical commitments to a range of stakeholder groups and which include guidance for employee behaviour in these areas; or to documents which fall somewhere in between.  

All respondents stated that the code was mainly used to provide guidance to staff (see Chart 3). Thus the code may be primarily regarded as an internal guidance document. 84% of respondents, however, said that the code also makes a public statement of the organisation’s ethical commitments, which suggests a more ‘external’ focus. Also interesting is that nearly three out of four respondents stated that they used the code as guidance to contractors and other business partners – thus using the code to influence behaviour of third parties.
Chart 3 Companies’ statements of the uses of their code
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Respondents were asked in an open-ended question which department, function or person in their organisation is responsible for the company’s ethics policy and code of ethics. Their replies, set out in Chart 4, reflect above discussed internal and external purpose of the code. 45% percent of respondents stated that the company secretary and legal department were responsible, with another 7% reporting that their organisation had a dedicated compliance function. This might suggest that an important function of the code is to regulate employee behaviour and ensure compliance (Robin et al., 1989). 
One in ten respondents stated that their ethics policy was the responsibility of a dedicated CSR/CR department, and 9% said that corporate affairs had responsibility for the code, both of which represent the ‘outward’ facing function of the code. 
Some respondents explained how responsibility for their organisation’s ethics policy was shared across a range of functions. Here are two examples:
“We have two documents, a Code of Conduct and Corporate Responsibility Policy. HR are responsible for the Code of Conduct and the CR Policy is the responsibility of the CR Operational Group.” (Media sector)
“Responsibility for the Code of Conduct on a day to day basis is shared between the Compliance and Corporate Responsibility functions. The Code is signed off by [a CR Board] Committee, which has senior representation from each business line, plus central functions, and is chaired by a non-executive director.” (Financial sector)
27% of respondents state that the board, a board committee or the CEO have final responsibility for the code. This is an encouraging result as board and top management commitment are considered to be important for the effective embedding of an ethics policy (AMA, 2006; Trevino et al., 1999).   
Also interesting is that only a relatively low percentage of respondents stated that their organisation had a dedicated compliance or ethics function. This contrasts with the situation in the US, where dedicated Ethics Offices are more common in corporations. There are advantages and disadvantages to both models. A dedicated ethics office can focus the efforts of a company to behave ethically, but may also merely exist to demonstrate compliance with regulatory requirements
. The UK model, where responsibility for ethics seems to be more dispersed across a range of established functions, may make ethics more of an integral part of the organisation, but coordination and joined-up thinking might be more difficult. 
Chart 4 Functional responsibility for code
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Implementation and embedding
A number of questions in the survey focused on formal elements of ethics programmes which accompany the code of ethics.  Even though the existence of these formal programme elements alone cannot guarantee ethical corporate behaviour, they are regarded as necessary for the creation and maintenance of an ethical culture within larger organisations (ERC, 2005).  In the following, we will focus on the provision of ethics training and the existence of speak-up (internal whistleblowing) mechanisms.
71% of all respondents stated that their company provided training to all members of staff on the meaning and use of the company’s code of ethics. This was a marked rise compared to the survey’s 2004 findings (45%)
.  It suggests a stronger commitment of companies to making their codes of ethics work.
Chart 5a Provision of ethics training
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The vast majority stated that their ethics training takes place as part of induction training (see Chart 5b). In order to maintain ethical sensitivity, companies should repeat ethics training on a regular basis. Such training might be provided through the company’s intranet, an option that was mentioned by about a third of the respondents. Another interesting result was that about one in three companies in the sample provide executive level training. This suggests that ethics is no longer regarded as a behaviour guide to (lower-level) staff only but also considered to be important for top managers. Ethical acumen of high-level employees will be crucial to consider the ethical dimension of corporate policy and strategy.  
Chart 5b Forms of ethics training

	What form does the training take? (Multiple answers)

	
	2007
	2004
	2001
	1998

	Induction training
	86%
	64%
	+
	+

	Executive level training
	35%
	+
	+
	+

	Intranet training courses
	35%
	36%
	56%
	+

	In-house training seminars (for all staff)
	29%
	58%
	60%
	50%

	Dilemma Discussions
	27%
	+
	+
	+

	Videos/ games etc
	10%
	14%
	16%
	30%

	External training
	6%
	11%
	0%
	2%

	Other
	12%
	8%
	20%
	20%

	2007: n=49 
+ not recorded separately in these years


The respondents were asked whether their organisation has a mechanism for their employees to raise ethical concerns and ask questions concerning the code. 96% of respondents said that they did, which again continues an upward trend from previous years (see Chart 6a)
. All respondents stated in a follow-up question that these concerns can be raised in confidence. 

Chart 6a Speak-up mechanisms
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When asked whether their organisation provides a dedicated ethics helpline 72% of the respondents answered in the affirmative. This again was a marked increase in comparison to 2004 (46%)
. A breakdown into the two size cohorts, however, shows that FTSE 100 companies are more likely to have such a helpline than FTSE 250 companies (see Chart 6b)
. This is not a surprising result, given that the larger a company is the more resources are likely to be available for implementing and maintaining such hotline.

 Chart 6b Provision of ethics helpline
	Do you provide a helpline/ hotline / advice line? [n=67]

	
	Total
	FTSE 100
	FTSE 250

	Yes            
	72%
	88%
	36%

	No              
	28%
	12%
	64%


An open-ended question was asked to tease out what else companies do to promote an ethical culture or support and embed their code of ethics. An ethical culture, i.e. an environment in which employees are actively encouraged to behave ethically – even if it might lead to loss of business - and to question apparently unethical and irresponsible practices, is regarded to be fundamental to ensuring responsible corporate behaviour (Webley and Werner, 2008, ERC, 2005). Some respondents re-stated simply the formal ethics programme elements that they have in place. Other frequently mentioned aspects were ongoing communication, values-based cultural orientation and the example of senior management. The following three quotes illustrate these three respectively:  
“Senior staff make frequent references in their presentations. Global News refresher/reminder articles quarterly on Intranet.” (Pharmaceutical sector)

“We combine our code of conduct with our values and have regular communications that include references to our values.” (Financial sector)
“We look to set an example of ethical behaviour from the Board/Senior executive level and make reference to this in decision making if necessary.” (Service sector)
The reference to the tone and behaviour at top management level is interesting in that it reflects other survey findings. The 2006 American Management Association Survey on Business Ethics (conducted among over 1,100 senior-level managers across the globe) found that leaders’ support and modelling of ethical behaviour as well as consistent communication from all leaders were considered to be crucial for ensuring an ethical culture. 
The emphasis on values is also significant. Values or principle-based approaches to business ethics are regarded as being more effective in creating ethical corporate cultures than compliance and rules-based approaches (Webley, 2003). The espousal of ethical values and principles may help employees to identify more with their organisation. Also, values and principles are considered to provide a compass for companies in situations of crisis or choice (Binney, 2007). 
More qualitative research may be needed into how companies seek to create an ethical culture that will influence individual and corporate behaviour and decision-making.
Monitoring and Revision

Another part of the survey looked at the feedback and assurance that companies might want to obtain about the effectiveness of their ethics policy. The respondents were asked whether their companies monitor the effectiveness of their code. More than 80% said yes, a rise of more than 20% compared to 2004
. Again, this trend suggests that companies are getting more concerned about their ethical performance.
Chart 7a Monitoring the Code

	Do you monitor the effectiveness of your code? 

	
	2007
	2004

	Yes
	82%
	59%

	No
	18%
	41%

	
	n=67
	


Chart 7b sets out the ways in which companies monitor their code. Nearly two thirds of the respondents stated that they would consult board reports on violations of the code and misconduct, and a further 56% stating that they analysed the use of speak up procedures. These kinds of analysis will help companies to identify the areas in the business which are prone to malpractice and where remedial action is needed. Only about half of the respondents said that they surveyed their staff about ethical standards in the organisation. As employees are potentially a very valuable source of information, this kind of monitoring could be more encouraged. External assurance provision is rather low, although such independent assurance could make the credibility of ethics programmes stronger. Other ways of monitoring included self-certification of managers and internal audit processes and systems. No one mentioned engagement with external stakeholders, which, again, could tremendously raise the credibility of ethics programmes.

Chart 7b Ways of monitoring the code
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The respondents were asked when they last revised their code. 42% said they had revised their code one year ago and another 20% stated that they were currently in the process of revising their code. This suggests that companies take notice of emerging business ethics and corporate responsibility issues and revise their code accordingly on a regular basis. 
Chart 8a Revision of codes
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Chart 8b Factors taken into account for code revision
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When asked what is taken into account when revising the company’s code of ethics, 84% of the respondents stated that they have discussions at board level. This result will be encouraging for those who seek to promote a top-down approach to responsible corporate behaviour. External standards or benchmarking was also important (87%). A slightly higher proportion of FTSE 250 companies mentioned this (91%, compared to 84% in the FTSE 100 cohort), which suggests that external standards are particularly helpful for ‘smaller’ companies. Less than a third of FTSE 250 companies in the sample involve their stakeholders and staff in the process, compared to more than half of the FTSE 100 companies. Resource-constraints of ‘smaller’ companies could be responsible for the result. But as engagement with employees and other stakeholders is likely to raise the credibility and effectiveness of ethics programmes, a higher uptake of internal and external stakeholder consultation might be desirable.   

External Standards

The survey sought to find out to what extent companies refer to external standards and benchmarks.  Reference to external standards is thought to strengthen a company’s ethics programmes, as they link the organisation to other organisational entities and societal groups and so (potentially) exert a kind of additional discipline on the company. About half of the respondents stated that their codes refer to external standards and benchmarks, which, again, is an increased proportion compared to the 2004 data, where only a third of respondents answered in the affirmative (Chart 9a)
.

Chart 9a Reference to external standards and benchmarks
	Does your code refer to sector or other external standards and benchmarks (such as the UN Global Compact, UN Declaration of Human Rights etc.)?  

	
	2007
	2004

	Yes
	48%
	34%

	No
	52%
	66%

	
	n=66
	


Chart 9b External standards used
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When asked which standards were used, the most frequently cited were the UN Declaration of Human Rights, the ILO Conventions and the UN Global Compact (see Chart 9b).  Whereas some of these may not amount to much more of aspirational statements (like reference to the UNDHR), other standards will require the organisation to go through reporting and other verification processes and so enhance the credibility of the ethics policy. Respondents also mentioned, among others, sector standards, the Global Reporting Initiative and Transparency International’s Principles. 
Ethical issues

In the survey, a question was asked what ethical issues are currently significant to the respondents’ organisations – issues to which they might respond in their ethics programmes. 

The most frequently mentioned issues were safety and security, and environmental impact (see Chart 10a). These two issues were already at the top of the list in the previous survey, but proportionately more respondents stated that these issues were of significance to their organisations (81% compared to 63% and 69%). Also compared to 2004, bribery, corruption and facilitation payments have become more pertinent issues, whereas supply chain and sourcing issues have receded most in significance.
Chart 10a Ethical issues

	Which of the ethical issues below are significant to your organisation? (multiple answers)

	
	2007
	2004

	Safety and security
	81%
	69% (1)

	Environmental impact
	81%
	63% (2)

	Bribery, corruption and facilitation payments
	79%
	46% (6)

	Whistleblowing / speaking up
	79%
	51% (4)

	Discrimination, harassment or bullying
	75%
	43% (8)

	Security of information
	72%
	50% (5)

	Supply chain issues / sourcing
	70%
	56% (3)

	Managing conflicts of interest
	66%
	44% (7)

	Human rights issues
	58%
	33% (11)

	Responsible marketing / advertising
	46%
	39% (9)

	Work-home balance issues
	45%
	36% (10)

	Criticism of remuneration policies
	34%
	28% (12)

	
	n=67
	


There were some differences between the two size cohorts. For FTSE 100 the most frequently mentioned issue was bribery, corruption and facilitation payments, whereas for FTSE 250 companies this only came sixth. A possible explanation is that FTSE 100 companies are more likely to have extensive international operations and may thus encounter bribery and corruption more often.  Supply chain and sourcing issues seem to be more pertinent for FTSE 250 companies than for their larger counterparts. This might be the case because organisations of this size may have less clout to actively influence responsibility standards in their supply chains.
Chart 10b Ethical issues FTSE 100 - FTSE 250

	Which of the ethical issues below are significant to your organisation? 
(multiple answers) 

	
	FTSE 100
	FTSE 250

	Bribery, corruption and facilitation payments
	93% (1)
	50% (6)

	Discrimination, harassment or bullying
	88% (2)
	50% (6)

	Safety and security
	88% (2)
	64% (2)

	Whistleblowing / speaking up
	88% (2)
	59% (4)

	Environmental impact
	86% (5)
	69% (1)

	Security of information
	79% (6)
	59% (4)

	Supply chain issues / sourcing
	74% (7)
	64% (2)

	Managing conflicts of interest
	72% (8)
	50% (6)

	Human Rights issues
	70% (9)
	32% (10)

	Responsible Marketing / Advertising
	58% (10)
	28% (11)

	Work-home balance issues
	51% (11)
	37% (9)

	Criticism of remuneration policies
	44% (12)
	19% (12)


Ethics Codes and Climate Change

The survey focused mainly on how companies use their corporate codes of ethics, rather than on code content. However, in the light of the increasing pressure put on companies regarding their environmental responsibilities, the survey also asked the following open-ended question: In what ways is climate change being addressed specifically as part of your ethics/corporate responsibility programme? 
Only 5 respondents out of 67 gave no answer to this question which suggests it is a relevant topic. 22 (35%) mentioned the policy framework that addressed climate change:

• 2 answered that climate change was part of an ethics policy

• 15 said that it was addressed as part of other policies of which:

- 9 were corporate responsibility policies

- 4 sustainability or environmental policies

- and were 2 other policies or not stated

• 5 stated that climate change had not been considered

Most comments, however, related to how the companies were tackling climate change issues rather than to a specific commitment in their ethics policies. The replies of the 42 (68%) companies mentioning this could be grouped as set out in Chart 11.
Chart 11: Climate change-related actions
	Number of companies mentioning the action (multiple answers)

	Energy efficiency and environmental impact reduction activities (e.g. reduce travel, recycle)
	21

	Membership of associations/groups, external recommendations/partnerships
	9

	Embedded in business/long standing commitment
	9

	Staff/stakeholder engagement and awareness-raising
	8

	KPIs/monitoring of company progress
	7

	Carbon neutrality: actual and explicit target
	5

	Led by Board or a leadership team
	5

	Under revision/development
	15


Improved energy efficiency was the most common action. A number of companies mentioned that they had started campaigns to encourage departments and employees to save energy, reduce business travel, and do more recycling. Others stated that climate change considerations were being integrated into production processes and product development. It is interesting to note that carbon neutrality, a relatively new target for business, was mentioned by 5 companies. For many companies this aspect of policy is under review. This reflects the speed with which climate change has become a significant business concern over a short period. It would be desirable to link these efforts with the company’s ethics policy, as the organisation’s commitment to combating climate change will so be made stronger. More research is needed into how different industries seek to tackle their sector-specific climate change related issues and how this is reflected in their corporate codes of ethics. 
Discussion and Conclusion

The 2007 IBE Survey into the Use of Codes of Ethics in Business provides some interesting insights into how companies seek to embed their code and ethics policy into their organisations. The findings suggest an increase of ethics programme elements such as provision of training and helplines, monitoring of code effectiveness, as well as growing reference to external standards and benchmarks. Even though these elements alone do not guarantee ethical and responsible behaviour, they can be taken as signs that ethics is taken more seriously by corporations. 
The sample was relatively small, which raises the issue of generalisability. However, it can be deemed large enough to identify trends in FTSE 350 companies that have a code of ethics, although the findings may very well be different in other national contexts. The fact that a lot of the comparative data was statistically significant also improves the informational value of the study. Another limitation of the study is that it currently does not ask any questions about code content. An additional survey question on this would help to determine how comprehensive the company’s code is (i.e. whether it only addresses a narrow set of issues regarding employee behaviour or whether it embraces responsibilities to a range of stakeholders).    
The study provides starting points for future, more focused, research.

The question that asked to what extent companies consider climate change in their ethics programme provided some interesting initial findings. It seems that, at the moment, ‘doing’ something to address the challenge of climate change is more important to companies than a formal commitment in the organisation’s ethics policy.  It will be interesting to track future developments in this area to find out to what extent practical commitments to combating climate change may become more formalised and integrated into ethics or corporate responsibility programmes. Sector-focused research will also be valuable, as industries vary in their impact on climate change.
More research is also needed into the administration and coordination of corporate ethics and responsibility programmes. The survey found that responsibility for ethics and CR was spread across a range of functions. It would be interesting to find out to what extent this helps or hinders the development of a joined-up and coherent corporate ethics and responsibility strategy. In this context, the role of board committees dedicated to business ethics and corporate responsibility also deserves attention. 
Finally, it would be worthwhile to do more focused research into the ‘softer’ elements that accompany ethics programmes. The replies to the survey question on what else the company does to support the code of ethics suggested that commitment and example of top-management, regular communication, and a values-based approach to corporate ethics are important. It would be interesting to find out whether and to what extent these aspects actually do translate into more responsible individual and collective behaviour. This may require the use of qualitative research techniques.
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� For this purpose, a database was drawn up containing all companies (except investment trusts) in the FTSE 350 as at 3 January 2007. 


� The actual proportions may be higher.


� In these cases, the questionnaire was usually passed on to a person responsible for the ethics function.


� For example, with the New York Stock Exchange Section 303A Corporate Governance Rules.


� The difference between the 2007 and 2004 findings is statistically significant; the Fisher’s exact test yielded a p-value (two-sided) of 0.0061.


� The difference between the 2007 and 2004 findings, however, is statistically not significant; the Fisher’s exact test yielded a p-value (two-sided) of 0.2253.


� The difference between the 2007 and 2004 findings is statistically significant; the Fisher’s exact test yielded a p-value (two-sided) of 0.0026. 


� The difference between the two size cohorts is statistically significant; the Fisher’s exact test yielded a p-value (two-sided) of less than 0.0001.


� The difference between the 2007 and 2004 findings is statistically significant; the Fisher’s exact test yielded a p-value (two-sided) of 0.0034. 


� The difference between the 2007 and 2004 findings, however, is statistically not quite significant; the Fisher’s exact test yielded a p-value (two-sided) of 0.0905.
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