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Founded in 1922, the Ethics Resource Center (ERC) is Ameri-
ca s oldest nonpro torganization devoted to the advancement
of high ethical standards and practices in public and private
institutions. For 88 years, ERC has been a resource for public
and private institutions committed to a strong ethical culture.
ERC s expertise also informs the public dialogue on ethics and
ethical behavior. ERC researchers analyze current and emerg-
ing issues and produce new ideas and benchmarks that matter
for the public trust.

For information about the National Business Ethics Survey, see
page 23.



Reporting: Who’s Telling You What You Need to
Know, Who Isn’t, and What You Can Do About It

Ideally, misconductwouldn t happen. Managementand all employeeswithin the company

would be committed to doing the right thing and, despite the pressures and temptations

of the modern business world, no one would ever cross the line to get results that further

personal or company interests.

But we dont live in an ideal world. A certain per-
centage of the working population is, by nature, more
opportunistic and less scrupulous. And even good
people do bad things. e unfortunate fact is that
misconduct occurs in almost half of all companies.*

Management can and should do what it can to en-
courage ethical conduct in employees and to reduce

the amount of wrongdoing that occurs. But its next
best line of defense is to know what is happening
when it happens. Reporting of observed misconduct
reduces ethics risk by ensuring that management is
aware of and able to address problems instead of be-
ing vulnerable to lurking issues. According to the
Ethics Resource Centers National Business Ethics
Survey,” reporting rates have varied from a low of 53
percent in 2005 to a high of 64 percent in 2003.

Note: Numerical values displayed in charts throughout the report are rounded. Percentage point di erences were calculated before rounding.

1. According to the Ethics Resource Center s 2009 National Business
Ethics Survey (NBES 2009), 49 percent of US workers observed
one or more types of misconduct in the previous 12 months.
Since 2000, rates of misconduct have varied from a high of 56
percent in 2007 to a low of 46 percent in 2003. To download a
copy of the 2009 NBES, please go to: http://www.ethics.org/nbes
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2. Six times since 1994, the Ethics Resource Center has
carried out a nationally representative poll of employees at all
levels that explores beliefs and experiences related to ethics and
compliance at work: the National Business Ethics Survey (NBESFi).
It is the most exacting longitudinal research e ort examining
business ethics from the employee perspective and serves as a
rigorous measurement of trends in workplace ethics and
compliance, a snapshot of current behaviors and thinking,
and a guide in identifying ethics risk and measures of program
e ectiveness.
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Averaging all years, fewer than three in ve (59 per-
cent) of those who observe misconduct report it to
management or another appropriate person.  ose
who observe misconduct but fail to report it leave
their companies in risky situations liable to ex-
perience damaged reputations; deteriorating rela-
tionships with customers and clients; loss of valued
employees; prosecution; nes; debarment and even
dissolution.

In order to inform business leaders about the ethics
risk they face and help them improve the reporting

rates in their companies, ERC conducted supple-
mental analysis of the 2009 NBES dataset to:

< Re ne our understanding of historical
trends in reporting behavior;

< Uncover new insights about when and
why employees choose to report; and

< Determine what actions management can
take to increase employee reporting.

Percentage Who Reported Misconduct They Observed:
2000 - 2009

64%

Percentage Who Reported Misconduct
ey Observed
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What We Knew
Now

en vs. What We Know

e Ethics Resource Center has been conducting
its National Business Ethics Survey since 1994°
and has been examining reporting behaviors since
2000. In that time, we have learned several basic
truisms about reporting:

1. Women tend to report more than men;

2. Members of unions are less likely to
report than nonunion workers;

3. Managers report more than

nonmanagement employees;

TREND 1: Women Tend to

100%

65% 66%

/

0 55/
63&_ 6 —

4. Reporting rates rise along with
management level,

5. Reporting rates are lower in foreign-
owned companies with U.S. operations;

6. Reporting rates are similar at privately-
held and publicly-traded companies; and

7. Most employees contact a supervisor and

only a small percentage use the hotline.

Using 2009 NBES data, we reexamined these trends,
determining which were still true and uncovering
nuances that enhance our understanding of basic re-
porting behaviors.

an Men

Report More

64% 66%

EEFS

50%
46%

Percentage Who Reported Misconduct
ey Observed

54%

B women

© Men

3. Although it is part of the same longitudinal research project,
the 1994 version of the study was referred to as Ethics in
American Business. ERC began using the current title of the
project with the 2000 edition.

©2010 Ethics Resource Center

2009
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2009 INSIGHTS:

As with all past NBES studies, the 2009 NBES
demonstrated that overall women are more likely
to report than men. When we investigate reporting
behaviors related to 19* speci ¢ forms of misconduct,
we discover that there are di erences in the rates
at which women and men report. Nine types of
misconduct were reported at roughly equivalent

OVERALL REPORTING

Reported Sexual Harassment

Reported Substance Abuse

Reported Abusive Behavior

Reported Stealing

Reported Health Violations

Reported Alteration of Documents

Reported Customer Privacy Breach

Reported Lying to Customers, Vendors or the Public
Reported Employee Bene t Violations
Reported Improper Hiring Practices
Reported Con ict of Interests

Reported Company Resource Abuse
Reported Misuse of Con dential Information
Reported Lying to Employees

Reported Poor Product Quality

Reported Internet Abuse

Reported Employee Privacy Breach

Reported Discrimination

Reported Falsifying Time and/or Expense Reports

4, e 2009 NBES survey inquired about observation of 27 di erent
kinds of misconduct. As a follow-on to each yes response,
we inquired about reporting behavior. Because some types of
misconduct, e.g., nancial fraud, are observed so infrequently,
they yielded insu cient n sizes for follow-up analysis into
reporting behaviors.

©2010 Ethics Resource Center

rates by men and women,; eight were reported more
frequently by women; and two were reported more
frequently by men. Two ndings reinforce beliefs
that men and women have di erent sensitivities to
workplace conditions, each according to their social
frames of reference. Although women were far more
likely (by a di erence of 26 percentage points®) to
report sexual harassment, more men reported their
observations of discrimination.

Women Men PPt Di er.
66% 60% 6%
64% 39% 26%
61% 47% 13%
68% 56% 12%
68% 58% 10%
64% 55% 9%
54% 46% 8%
45% 38% 6%
41% 35% 5%
59% 55% 4%
39% 36% 2%
54% 52% 2%
45% 44% 1%
50% 49% 1%
45% 44% 0%
60% 60% 0%
37% 38% -1%
42% 46% -4%
42% 47% -5%
47% 52% -5%

5. Percentage points express the percentage point change. For
example, while an increase from 5 percent to 10 percent
would be a 100 percent increase in magnitude, it would
only be a 5 percentage-point increase.
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TREND 2: Members of Unions are Less Likely to Report

Percentage Who Reported Misconduct
ey Observed

an Non-union Workers

Non-union

2009 INSIGHTS:

In keeping with the 2000 and 2005 NBES studies,
2009 NBES data demonstrated that non-union
workers are more likely to report. While the disparity
between the two groups is sizeable in 2009, it is far less
drastic than those two earlier iterations of the study.
Furthermore, for some kinds of misconduct, union
workers are more likely to report than nonunion

©2010 Ethics Resource Center

© Union

workers. Further investigation of reporting
behaviors related to 19 speci ¢ forms of misconduct
revealed that non-union employees were more likely
to report nine forms of misconduct; non-union and
union employees reported at roughly equivalent
rates in eight cases; and union workers were more
likely to report poor product quality and breaches of
employee privacy.
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Non-union Union PPt Di er.

OVERALL REPORTING 65% 55% 10%
Reported Alteration of Documents 57% 32% 25%
Reported Stealing 66% 48% 17%
Reported Falsifying Time and/or Expense Reports 52% 40% 12%
Reported Health Violations 62% 50% 12%
Reported Gi s/Kickbacks 30% 19% 11%
Reported Internet Abuse 39% 29% 10%
Reported Con ict of Interests 56% 47% 9%
Reported Lying to Employees 46% 40% 7%
Reported Company Resource Abuse 46% 39% 7%
Reported Employee Bene t Violations 57% 55% 3%
Reported Lying to Customers, Vendors or the Public 38% 36% 2%
Reported Abusive Behavior 62% 60% 2%
Reported Improper Hiring Practices 38% 37% 1%
Reported Discrimination 44% 45% -1%
Reported Substance Abuse 51% 53% -2%
Reported Misuse of Con dential Information 49% 52% -3%
Reported Sexual Harassment 50% 53% -3%
Reported Poor Product Quality 58% 65% -1%
Reported Employee Privacy Breach 41% 51% -10%
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TREND 3: Managers Report More  an Nonmanagement Employees

7%

67% 67%

/"—:8%

51%

64%
59%

49% 50%

ey Observed

48%

Percentage Who Reported Misconduct

Management © Nonmanagement Employees

2009 INSIGHTS:

Data from the 2009 NBES con rm past ndings
about management and reporting behaviors and
expand our understanding of the strength of the
relationship. Not only is it true that management
is more likely to report overall; managers are more
likely to report every one of the 19 speci ¢ forms of
misconduct about which we were able to conduct
additional analysis.
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Manager Nonmanager PPtDi er.

OVERALL REPORTING 67% 58% 9%
Reported Poor Product Quality 69% 48% 21%
Reported Lying to Customers, Vendors or the Public 46% 27% 19%
Reported Falsifying Time and/or Expense Reports 57% 38% 19%
Reported Stealing 69% 50% 19%
Reported Company Resource Abuse 52% 34% 18%
Reported Employee Privacy Breach 52% 35% 18%
Reported Environmental Violations 61% 44% 17%
Reported Internet Abuse 43% 29% 14%
Reported Health Violations 64% 52% 13%
Reported Lying to Employees 50% 37% 13%
Reported Alteration of Documents 54% 44% 10%
Reported Employee Bene t Violations 61% 51% 10%
Reported Discrimination 48% 40% 8%
Reported Con ict of Interests 56% 48% 8%
Reported Misuse of Con dential Information 52% 46% 7%
Reported Customer Privacy Breach 45% 39% 6%
Reported Sexual Harassment 53% 47% 6%
Reported Abusive Behavior 64% 58% 6%
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TREND 4: Reporting Rates Rise Along With Management Level

80% 81%
I 1

60%

Percentage Who Reported Misconduct
ey Observed

Top Management I Middle Management

2009 INSIGHTS:

In 2009, we see that overall reporting rates do
increase along with management level. Similarly, an
examination of reporting rates for six speci ¢ forms
of misconduct reveals that nonmanagers are in all

6. Generally, nonmanagers and rst line supervisors are considered
to be areas of more signi cant vulnerability than middle
managers. For example, these two groups are more likely to feel
pressure, observe misconduct and experience retaliation
than middle managers.

©2010 Ethics Resource Center

2009

@© First Line Supervisor Non-management

cases least likely to report and top managers almost
always have the highest reporting rates. What is
most interesting, however, is that in  ve of six cases

rst line supervisors are more likely to report than
middle managers. IS is a signi cant new insight
which reveals middle managers to be an area of
vulnerability within companies.®
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IN[o]] First Line Middle Top

Management  Supervisor ~ Management Management

OVERALL REPORTING 55% 66% 69% 82%
Reported Abusive Behavior 57% 69% 68% 81%
Reported Con ict of Interests 47% 53% 61% 76%
Ezgﬁzted Lying to Customers, Vendors or the 30% 54% 41% 63%
Reported Lying to Employees 38% 62% 47% 58%
Reported Internet Abuse 28% 53% 37% 65%
Reported Company Resource Abuse 37% 57% 47% 79%
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TREND 5: Reporting Rates are Lower in Foreign-Owned
Companies With U.S. Operations

100%

80%

ey Observed

60%

40%

Misconduct

20%

Percentage of Employees Who Reported

W us only

2009 INSIGHTS:

As in 2007, 2009 overall reporting rates at foreign-
owned companies operating within the U.S. were
lower than at U.S.-based companies. is nding
is not surprising given di erent cultural standards
about privacy outside the U.S. as well as di erences
in privacy laws and practices in terms of the ethics
and compliance function. Unfortunately, because of
insu cient n sizes, we were unable to explore di er-
ences between U.S. and foreign-owned companies in
terms of reporting of speci ¢ forms of misconduct.

©2010 Ethics Resource Center

U.S. Based Operating Internationally

65%

/

B Foreign-owned Company Operating in the U.S.

2009

Comparisons of reporting of speci ¢ misconduct at
domestic companies versus U.S. multinationals re-
veal that, while the overall reporting rate is similar,
reporting of speci ¢ misconduct is generally higher at
U.S. multinationals. Employees at U.S. multination-
als are more likely to report seven of 17 speci ¢ kinds
of misconduct. Reporting rates are approximately
equal for an additional seven forms of misconduct.
In only three cases does reporting at domestic com-
panies exceed rates for U.S. multinationals.
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u.S.

Domestic Multinational PPt Di er.
OVERALL REPORTING 62% 65% -3%
Reported Improper Hiring Practices 33% 45% -12%
Reported Sexual Harassment 48% 57% -9%
Reported Discrimination 42% 50% -1%
Reported Stealing 60% 67% -1%
Reported Employee Bene t Violations 55% 61% -6%
Reported Employee Privacy Breach 42% 48% -6%
Reported Con ict of Interests 52% 58% -6%
Reported Misuse of Con dential Information 54% 50% 4%
Reported Poor Product Quality 59% 61% -2%
Reported Lying to Employees 45% 46% -1%
Reported Health Violations 59% 59% 0%
Reported Internet Abuse 39% 37% 2%
Reported Falsifying Time and/or Expense Reports 50% 47% 3%
Reported Alteration of Documents 51% 48% 3%
Reported Company Resource Abuse 46% 40% 6%
Reported Abusive Behavior 64% 57% %
Reported Lying to Customers, Vendors or the Public 40% 32% 8%
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TREND 6: Reporting Rates Are Similar at Privately-Held
and Publicly-Traded Companies

ey Observed

54%

Percentage of Employees Who Reported
Misconduct

Publicly Traded Company

2009 INSIGHTS:

In both 2005 and 2009, rates of overall reporting
were similar at publicly-traded and privately-held
companies. Examination of 20 speci ¢ forms of mis-
conduct, however, tells a more interesting story. Al-
though there was little di erence for half of the types,
in seven of the 10 remaining forms of misconduct,

©2010 Ethics Resource Center

61%

2009

B Publicly Held Company

employees at publicly-traded companies were more
likely to report than workers at privately-held rms.
Although there are likely several factors at play, one
possible reason for this di erence is that public rms
tend to have more robust ethics and compliance pro-
grams.
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Privately- Publicly-

Held Traded PPt Di er.
Company Company
OVERALL REPORTING 64% 61% 3%
Reported Internet Abuse 43% 33% 10%
Reported Employee Bene t Violations 63% 54% 9%
Reported Poor Product Quality 63% 57% 6%
Reported Stealing 63% 60% 3%
Reported Abusive Behavior 63% 61% 2%
Reported Falsifying Time and/or Expense Reports 49% 50% 0%
Reported Lying to Customers, Vendors or the Public 3% 38% -1%
Reported Con ict of Interests 53% 55% -1%
Reported Alteration of Documents 49% 51% -3%
Reported Company Resource Abuse 45% 47% -3%
Reported Substance Abuse 51% 54% -3%
Reported Employee Privacy Breach 42% 46% -4%
Reported Health Violations 57% 62% -4%
Reported Lying to Employees 43% 48% -5%
Reported Discrimination 42% 47% -5%
Reported Customer Privacy Breach 42% 48% -6%
Reported Improper Hiring Practices 34% 42% -8%
Reported Misuse of Con dential Information 52% 60% -9%
Reported Sexual Harassment 47% 58% -11%
Reported Environmental Violations 45% 63% -18%
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TREND 7: Most Reports Go To Management and Only a Small Percentage To the Hotline

In 2007, Only 3 Percent of All Reports Made to Hotline

Other 5%

/J Hotline 3%

Someone Outside Company 3%

Other Responsible Person 13%

2009 INSIGHTS:
A breakdown of 2009 reporting channels looks remarkably similar to 2007.

In 2009, as in 2007, Vast Majority of Reports Made to Managers

/J Hotline 3%

‘ Other 4%
Someone Outside Company 4%

Other Responsible Person 15%
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However, further analysis of 2009 data on reporting
channels’ reveals that while most rates of reporting
to all other reporting channels remain fairly consis-
tent the decision to report to one s direct supervisor
versus higher management is related to the ethical
culture® and climate of the workplace. In strong cul-
tures, more employees report to their direct super-

visor. Conversely, reporting to higher management
increases in weaker cultures and among employees
who feel pressure. It seems likely that employees in
weak cultures report to higher management because
they are seeking the safety of the organizational
structure and resources which higher management
are perceived to represent.

Reporting to Direct Supervisors Increases in More Positive Cultures

Reporting to Higher Management Increases in Less Positive Cultures and Where

60%
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30%

29%,
28%
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Weak Strong
OVERALL

Weak Strong
TOP MGMT

Weak Strong
SUPERVISOR

Weak Strong Yes No
COWORKER PRESSURE

ETHICAL CULTURES and PRESSURE

[ | Reported to Supervisor

7. Respondents were asked to choose one from the list
of reporting locations. Other ERC ndings reveal that, in many
instances, additional reports of the observed misconduct are made
to other locations. e 2009 NBES survey did not capture that
data about secondary or tertiary reporting locations.
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© Reported to Higher Management

8. Ethical culture is the extent to which an organization s ethical
standards are given priority and promoted by its management,
employees, policies, processes and decision-making. ERC has
developed indices to measure the perceptions employees have
about their peers, direct supervisors, senior leadership and the
overall organization.
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