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Managing Global Ethics and Compliance as an 

Asset, not an Expense 
 

Managing risk within a global organization includes identifying new and emerging threats and expanding 

the reach of its ethics and compliance programs despite still challenging economic conditions. In this 

second of two articles featuring Keith Darcy, independent senior advisor to Deloitte & Touche LLP’s 

Governance, Regulatory & Risk Strategies enterprise compliance practice, he discusses how 

management and boards can take a more integrated view of ethics and compliance by working to 

incorporate these critical initiatives into an organization’s larger risk management efforts. In addition to his 

previous role as executive director of the Ethics & Compliance Officer Association, Mr. Darcy has been 

the CEO and served on the boards of several financial services institutions. 

 
Q. The global recession forced many organizations to focus on cost-cutting. How have ethics 

and compliance programs been affected by cuts? 

 
 

Keith Darcy: The downturn had an immediate and devastating effect on 

many companies’ revenue and expenses in every sector and region. Risk 

managers were certainly not immune to this. Today, while many 

companies are reporting record corporate earnings, few have any top line 

revenue growth. Clearly  expense management continues to rule the day. 

Such austerity measures, coming at a time when risks are increasing 

exponentially, is a dangerous recipe. In response, some companies have 

collapsed ethics and compliance departments into a single function 

focused primarily on compliance. Other companies have elected to rely 

more heavily on part-time resources for global risk management. Some 

have outsourced certain compliance functions or relied more heavily on 

professional service providers. Measures like these can certainly enhance program effectiveness and 

reduce costs; however, whatever path is chosen it is essential that boards and top management provide 

adequate resources and appropriate authority to the ethics, compliance and reputation risk managers. 

Companies that give an inappropriate amount of attention to these risks do so at their own peril. 
 

 
Q: How do ethics and compliance programs fit into an organization’s overall risk management strategy? 

 

 
Keith Darcy: Reputation risk today is at least as great as strategic, operating and financial risk. All it takes 

is a rumor or hint of malfeasance, or a social media post “gone viral,” to impact shareholder value and 

damage, or worse destroy, brands in an instant. Unquestionably, there is a well-documented “flight to 

integrity” in today’s markets. Vigilance begins with risk assessments, which provides the starting point for 

building mitigations. While the federal sentencing guidelines refers to “periodic” risk assessments, given 

the velocity of change in today’s world, I believe organizations must continuously assess and reprioritize 

ethics and compliance risks. Many companies today create an ethics and compliance or risk management 
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committee that provides a vehicle for all risk managers to regularly discuss risk across the organization. 

Membership varies by organization, but may include executives from ethics, compliance, human 

resources, legal, internal audit, IT security and corporate security. It’s essential for organizations to create 

an internal environment in which risks and associated challenges can be openly discussed because you 

can’t fix what you can’t or don’t talk about. 

 
Q. In your experience, do organizations find it difficult to effectively manage those risks—

strategic, operational, financial and reputational? 

 
Keith Darcy: Given substantially increased attention in the past several years to ethics, compliance and 

reputation risks, in general I think companies do a good job at balancing and managing these risks in 

parallel. From time-to-time, I have seen discrete compliance activities consume excessive attention of 

fiduciaries and executives, typically at the expense of managing strategic risk. This was evidenced in the 

post-SOX era and, to a lesser extent, following the passage of Dodd-Frank. Today’s reality is that new 

risks are constantly emerging and companies must consider how to address them in a balanced way and 

in the context of their existing framework. For example, as recent news reports have shown, there is 

increased enforcement for compliance in places where enforcement was lacking or didn’t exist in the past. 

 
Q. As emerging market governments seek to attract investment, what type of ethics and compliance 

yardstick can organizations use to evaluate global opportunities? 

 
Keith Darcy: From my banking days, there are several criteria for good investing in emerging markets: Is 

there sound macroeconomic data available? Do the markets have integrity? Are the laws enforceable? Is 

there good corporate governance? If any one of those criteria is suboptimal or missing, you better be 

getting a huge premium for your investment because the potential for risk, and therefore loss, is extreme.  

A number of governments in emerging markets, such as the Philippines, are paying more attention to 

ethics and compliance, partly in an effort to attract foreign investment. For example, the Philippine 

government recently created a government ombudsperson to oversee corruption. In the private sector, the 

country’s securities regulator created a consortium of bodies that does annual governance ratings of all 

large-cap companies, and also offers remediation for suboptimal ratings. The result evidences substantial 

capital inflows into the Philippines, investment-grade ratings, a lower rating on Transparency 

International’s corruption scale and GDP growing at nearly 8%. It represents a remarkable turnaround and 

is an example of what’s possible when there is collective action and practical partnerships between the 

public and private sectors. 

 

Q.  Are there common missteps organizations make when they begin to expand their ethics 

and compliance efforts globally? 

 
Keith Darcy:  Many companies today in their press releases and SEC filings discuss organic growth 

strategies, particularly in emerging markets. By itself that’s fine. But make no mistake about the increased 

risk of doing business the further away from headquarters you get. Organizations don’t always understand 

these challenges. Managing ethics and compliance risks from headquarters presents unique challenges. 

Realistically, the chief compliance or chief ethics officer cannot manage all compliance risks that exist 

around the world. It is generally wise for the lines of businesses and/or region heads to accept day-to-day 

accountability and responsibility for mitigating and managing these risks. They do so by creating a network 

of executives or managers within the businesses and in the regions who are closer to the business 

conditions and responsible for ethics and compliance efforts. These people need to have accountability to 
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the corporate officers, perhaps via a dotted line responsibility to the chief ethics and compliance officer. 

The corporate compliance office also can provide tools, resources and mechanisms for risk management 

and reporting consistency. Independent testing and monitoring of the effectiveness of efforts at the line of 

business level are critical in a decentralized model. To be effective, organizations must have experienced 

local boots on the ground, people with assigned responsibilities who are accountable for reporting up to 

the corporate level. 

 
Q. Thinking back to your experience in the C-suite and on boards, are there any ethics and 

compliance lessons learned that might be helpful to other executives? 

 
Keith Darcy: Enduring companies are built on a foundation of trust. Trust is relational; it’s not 

transactional. Everything an organization does is done with, by, for and through people. Trust cannot be 

legislated, bought or downloaded. Research, and my own experience, shows that trust and loyalty 

extended to stakeholders is reciprocal. Great companies build a legacy of success by delivering on their 

values equally to all stakeholders. Therefore, acting ethically and with integrity with all stakeholders 

cannot be viewed as an expense. It absolutely, unequivocally is an asset. It’s what great brands, and 

enduring great companies, are built upon. 
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