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Effective ethics and 
compliance training
by thomas Fox

Being nice to people is not 
always the nice thing to do to 
people

I just returned from speaking to 
business people in Brazil about com-
pliance/ethics programs. I received my 
usual feedback about how onerous and 
negative compliance programs sound. 
They were very nice about it. I have 
been considered a hard-line compli-
ance type for some time. I advocate 
an emphasis on enforcement, disci-
pline, investigations, etc, as opposed 
to just talking about being ethical, 
tone at the top, code of conduct, etc. 
I advocate for avoiding the dark pit of 
constant and excessive risk analysis, 
policy analysis, and analysis paraly-
sis in general. I get a lot of feedback 
and advice about how I should “tone 
it down” and focus more on building 
an ethical culture. However, this time 
I had a revelation. I had the revelation 
that people who think that compliance 
programs should be more about talking 
than acting, so you can avoid looking 
like “Big Brother,” are more incorrect 
than I had originally thought.

The Brazilians are a wonderful 
people, have a wonderful culture, and 
they are very nice. It was the words 
they chose (albeit translated from Por-
tuguese) that caused my revelation. 
They described the alternative to my 
perspective more clearly than anyone 
had before. They essentially didn’t want 
to hurt peoples’ feelings by “not trust-
ing them with an aggressive compliance 
program.” I think this description is at 
the heart of the perspective of those 
who oppose my views. 

Some people don’t implement 
effective compliance programs because 
they want to avoid the pain of investi-
gations, discipline, and reporting bad 
news to the leadership. However, many 
more want ethics, a code of conduct, 
and tone at the top to work, because 
they want to be nice to people and want 
them to feel trusted. They want to get 
along. They want the carrot, not the 
stick. This is what was going through 
my mind when I realized how wrong 
these people are. The very outcome 
most people want to avoid (making 
people feel bad) is exactly what out-
come their approach causes.

If you use tools that rely heavily 
on trust, such as ethics education, a 
code of conduct, and tone at the top 
as your focus point, you may fail to 
find people who are making mistakes. 
Some believe you must find wrong 
doers and be patient with them, 
because some people think they are 
being ethical, when in fact, they 
are breaking the law. We can save 
“innocent people” with an aggres-
sive compliance program.  We need 
to catch them early and before the 
problem gets worse.

You can’t find these people with-
out looking for them and sending a 
strong message. You can’t look with-
out implying that you don’t trust 
them (but you can manage this). You 
can run an effective and aggressive 
compliance program in a very posi-
tive manner. I did it a the University 
of Wisconsin, and we are doing it at 
HCCA and SCCE. I don’t talk about 
it—I do something about it. I put in 

a process, a 
compliance 
p r o g r a m , 
that lets 
people know, in no uncertain terms, 
you will behave ethically or you will 
not be behaving here. I disagree 
that this is disappointing to most 
employees.

If you don’t implement an effec-
tive compliance/ethics program, you 
will hurt more people in the long run. 
The whole reason so many people dis-
agree with me on this (and there are 
a lot of you) is because many want to 
keep it positive. The question I get 
that really gets me mad is, “How can 
I keep compliance from looking like 
Big Brother?” If you are more worried 
about how people feel about you than 
finding and fixing problems, you are 
in the WRONG business. The reason 
most people don’t want to emphasize 
the harsher elements of a compliance 
program is the reason they should. 
In the long run, anger and a lack of 
trust comes from an ineffective com-
pliance/ethics program. More people 
(and business cultures) are hurt by 
companies who employ the “nice 
guy” approach. Fewer people are hurt 
in the long run by companies that 
implement the “harsher elements” of 
a compliance/ethics program. That is, 
if you can manage your compliance/
ethics program with a degree of grace.

Let me give you an example of 
finding people who are doing wrong 
and may need a harsh message. It is 
an example of finding people with an 
aggressive compliance program before 
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they get into bigger trouble. There are 
people paying money or giving gifts 
to others. They see many other com-
panies doing it and don’t realize they 
could get into trouble. No one inside 
the company hunted them down and 
stopped them. Very nice people just like 
you and me (well, you anyway) have 
been brought up on criminal charges 
for bribery. Some did it knowing they 
could go to jail, while others had no 
idea it was “over the line.” Where was 
the compliance/ethics program? They 
had had tone at the top, they had ethics 
training, they had a code of conduct. 
Everyone felt trusted. What they didn’t 
have, is a guy like me who would hunt 
them down, walk in and say, “It’s 
against the law and you need to stop. 
If you don’t stop you will be disciplined. 
If you don’t stop, I will be forced to take 
it to the Board.” Of course, discipline 
may be necessary for the infraction, 
but it depends on the facts. More on 
discipline later. Anti-bribery is an out-
dated example but there are many other 
problems that aren’t as obviously wrong 
to employees as anti-bribery. There are 
people who need you. There are people 
who need you to be aggressive.

Many white collar criminals said 
they didn’t start out to commit crimes. 
They did a little and looked around. 
Nothing happened. They did more and 
still nothing happened. Then the gov-
ernment stopped by one day and took 
your employee away. Ineffective compli-
ance people say “You can’t catch them 
all.” They say, “Anyone can beat any 
system.” Me, I would take it personally. I 
would feel bad because I let my colleague 
down. If only I had caught them early 
on, their lives may not have been ruined. 
Being nice to people is not always a nice 
thing to do to people.

Under my program, people 
who break the rules will be mad at 
me (until they see their colleagues 
in other companies charged with 
criminal conduct for the very same 
activity.) Under the “Here, have a 
carrot” approach, lives are ruined. 
I don’t believe for a moment that 
taking the nice guy approach causes 
people to be happier or get along any 
better in the long run. Talking about 
a positive culture does not work if you 
don’t enforce it. The pain you cause 
from failure to detect and correct 
wrongdoing is significant. Even if you 
avoid the “big government investiga-
tion,” the harm to your morale and 
culture can be significant if you don’t 
address the problems.

The culture in the HCCA office is 
fairly good. On a monthly basis, I get 
the stink eye for our zero gift policy, 
but it sends a message that we are seri-
ous. I am thinking about rewarding 
people who constantly complain about 
the zero gift policy for helping me with 
my compliance education. I don’t have 
to write a hundred polices for every 
eventuality. They know our compli-
ance program is serious. People think, 
“If he won’t allow that, then what I am 
considering is way off base.” To some, 
I am onerous. 

To me, well I just smile and let 
everyone think how tough I am so I can 
be nice, most of the time. You have to 
be a lot tougher if you let problems go 
unresolved and fix them after they have 
rotted a while. The odd thing about this 
is that I personally abhor conflict. I look 
down the road further than some, and 
I am a bit skeptical. I assume that if I 
don’t act tough now, I will have much 
more serious conflict later. Essentially, 
I am a coward. I am afraid of a bad 

culture, and I don’t want to have to dis-
cipline or fire people.

Every once in a while, someone in 
the office has a bad day because we have 
a tough talk. We get to our problems 
early and often. We make a big stink 
about the little things so we can avoid 
the bigger things. We have targeted 
training, and we are quite clear that we 
don’t tolerate people who ignore the 
rules. But we do it with a smile. We 
explain why. We treat people equally. 
People who cheat don’t get away with it. 
People watching our compliance pro-
gram address issues rather than ignore 
them, don’t become bitter. We reward 
those who find and fix problems. We 
don’t punish randomly. If you made a 
mistake you have not made before, you 
fix it, report it immediately, then you 
are likely to be just fine. But, we run a 
very assertive compliance program. We 
just do it with a little grace.

We have had an independent 
outside review that involved all our 
employees in one-on-one interviews. 
The outcome was that they felt pretty 
good about their culture. They felt sup-
ported. They felt treated fairly. They feel 
leadership has their back. The assump-
tion that you can’t achieve this with 
an aggressive compliance program is 
wrong. The assumption, that imple-
menting a program that is all hugs and 
kisses is the only way to make people 
feel good about compliance, is wrong. 
The assumption that those of us who 
emphasize investigations, discipline, 
and thorough reporting can’t do so 
while creating a trusting and positive 
culture, is just ill informed.

This assumption, that all discipline 
has to be harsh, is erroneous. It depends 
on the facts. Was there intent? Was there 
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clear understanding of the rules? Did 
someone higher up OK your activity? 
We have rewarded two employees who 
had fairly serious compliance viola-
tions. We rewarded them in an all-staff 
meeting. We did so because there was 
no intent, only a mistake, they never 
did it before, they fixed it immediately, 
they reported it immediately, and they 
have not repeated the error. We did it 
because we want people to know that 
dealing with problems up front is our 
preferred methodology. However, if 
you intentionally break serious rules 
that everyone understands and then try 
to cover it up, you will be looking for 
another job. The same is true for those 
who make the same mistake repeatedly. 
This not an all-or-nothing game. We 
have convinced many of our employ-
ees, not only that wrongdoing is wrong, 
but more importantly, that if you make 
a mistake and deal with it properly, you 
have a chance of coming out just fine.

My point is that you can be a 
hard-line compliance type on the sur-
face, but very rational when the going 
gets tough. This is a real art form. That 
is why the compliance/ethics profes-
sion is so hard. People see ethics as the 
“nice guy” approach that will build 
a positive culture. I have seen many 
companies that don’t investigate, 
enforce, and discipline, but talk about 
ethics a lot. In many of those compa-
nies, few employees feel good. They 
see wrongdoing go unchallenged. Few 
felt treated equally or fairly. Some 
become very bitter about the “all talk, 
no teeth, nice guy” approach. Some 
people are so bitter they break the 
rules because they feel, “If they can 
do it, I can do it. If they can have that, 
I can have that.” Some run a passive 
compliance program to keep people 

happy. It doesn’t always work. Ethics 
training, a code of conduct, and tone 
at the top are all important; however, 
they will give you a short-term posi-
tive culture boost. If you don’t enforce, 
discipline, and report in the long run, 
you can create a very negative culture. 

I don’t want to hear any more 
about how the harsher elements of 
a compliance program make people 
feel bad or untrusted. Maybe it does 
in the short run, but not in the long 
run. I don’t want to hear any more 
about the-carrot-and-the-stick analo-
gies. If you want people beating each 
other with sticks, go give them a lot 
of carrots. Tell them to do the right 
thing and call it a day. Let the prob-
lems rot while the employees look on 
and wonder why you are still talking 
and analyzing. However, if you want 
people happy, jump down off your 
podium, go find a problem and fix it. 

Nothing good ever happens with 
half an effort. Just talking and writing 
and analyzing rarely gets anything 
substantial done. Sure compliance is 
hard. Some people will be frustrated. 
Why should the Compliance depart-
ment be any different from other 
departments? People don’t manage 
successful companies that way. No 
one in the finance department ever 
said, “Well if it will make you feel 
better, you really don’t need to worry 
about getting those financials done.” 
No one ever says, “If it will make you 
feel better, you don’t have to get your 
projects done on time.” No business 
was ever successful without hard 
work and a little frustration. Every 
department has things they must do 
that bother other people. Few busi-
ness are successful without hard work 
from every department. Why should 

the Compliance/Ethics department 
be different? Our jobs are tougher in 
a way; however, every department has 
their difficult components. 

Stop apologizing. Stop being 
reluctant. Explain the big picture. 
Tell people why we need to find and 
fix our problems. Treat people equally. 
Tell them looking the other way never 
works in the long run. Tell them if you 
don’t do you job, the consequences 
could be worse. Manage the harsher 
elements of a compliance program in 
a way that will convince people it’s 
the best option. Be proud that you are 
effective and focus on the long term 
gain, not the short term pain. 

And stop telling me I should 
emphasize telling people to be ethical, 
or writing a better code of conduct, or 
how important tone at the top is. We 
have people doing this in our homes, 
our places of worship, our workplace, 
etc. It’s everywhere you turn, and it’s 
been going on for centuries. It’s not 
enough. There are hundreds of thou-
sands of people pushing it. That side of 
the ledger doesn’t need my help. There 
are two groups of people that talking 
doesn’t work for: those that don’t know 
they are doing wrong, and those who are 
waiting to get caught. No more preach-
ing, paper, or tone from the top, middle, 
or bottom is ever going to help them. I 
am going to continue to emphasize the 
oh-so-unpopular, harsher elements of a 
compliance program. I am not going 
to help the people who take the passive 
approach, because their perspective out-
numbers mine 100,000 to 1. If anyone 
needs help, it’s me. And I am going to 
do so, because being nice to people is not 
always the nice thing to do to people. 




