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A Best Practice in Corporate Governance

By Randy Williams and Arlene Redmond 

As strategic business partners of senior management, human resource professionals strive to identify processes that enhance corporate governance and ethics. Company leaders and boards of directors are focusing on governance and ethics strategies to achieve specific goals: 1) avoid significant financial loss or injury to reputation, 2) comply with legislation and governance regulations, and 3) retain trust of their employees, key stakeholders and the public. 

In order to realize these goals, senior leaders must ensure processes and a culture that enable early warnings and timely resolution of wrongdoing and unethical behavior. However, employees do not always report potential or actual malfeasance. The Ethics Resource 2003 survey found that 22% of employees (33% in an organization going through restructuring or major change) observed misconduct. However, 35% of those employees overall and 44% of non-management employees did not report misconduct because they believed that no action would be taken, feared that their report would not be kept confidential, feared retaliation from a leader or colleague, or did not know whom to contact. Types of misconduct observed were significant – lies to employees, vendors, customers or the public; discrimination; stealing, fraud or theft; falsification of financial reports or records; and bribes, kickbacks or inappropriate gifts.

An organization needs an issue management system where issues can be surfaced early, fear of retaliation is eliminated, issues are resolved effectively and systemic change occurs. Capabilities of both formal channels (e.g., HR, line management, compliance, legal) and an informal channel (i.e., ombuds office) are essential. HR is a critical formal channel in its role as a strategic partner to management – setting and enforcing policy, performing formal investigations, keeping records, accepting notice for the company and generating change. However, HR and other formal channels, including hotlines, cannot fulfill other requirements of successful issue management because of their charters and missions.

An HR executive has an opportunity to recommend a completely confidential, off-the-record and neutral resource where employees can discuss work-related issues. An ombuds program is an informal and independent channel chartered to provide just this capability. Employees may choose to go to ombudsmen when they do not know where to take an issue, they do not understand the depth or impact of an issue, they do not know how to take an issue forward, they want to have a discussion with a neutral party before deciding on an action, or they want complete confidentiality. By providing these additional capabilities, an ombudsman helps an organization meet the requirements of Sarbanes-Oxley and U.S. sentencing guidelines as well as other governance regulations.

An ombuds is a respected professional who has in-depth knowledge of the organization and its resolution processes and resources. The role of an ombuds is to provide guidance to help employees select the most appropriate resource within an organization to address and resolve issues. An ombuds does this by listening, probing, understanding the nature of the issue and generating options. If appropriate, an ombuds can take the issue forward as a neutral, while maintaining the anonymity of an employee. The ombuds ensures that any issue of imminent threat of serious harm is surfaced.

In addition to facilitating resolution by helping to determine options for addressing issues, an ombuds can provide shuttle diplomacy or serve as an informal mediator. An ombuds also is a change catalyst, providing emerging and continuing issue trends to HR, line executives and the board and identifying changes that prevent issues from recurring. The ombuds participates as a neutral in change activities such as conflict management training, workshops on incivility, and articles in employee newsletters.

The complementary role of an ombuds program benefits HR. An ombuds is an additional listening post and helps surface issues that otherwise might not be reported or detected before they have become significant problems. An ombuds provides HR with early warnings and unfiltered information about emerging and continuing workplace issue trends that may be barriers to executing strategy and achieving goals. As a change catalyst, an ombuds suggests corrective actions and changes.

An HR executive can support corporate governance and help his or her institution have a complete issue management system by helping to establish an informal ombuds function.



For much more information, go to HRI’s Workplace Litigation Trends Knowledge Center and HRI’s Employee Relations and Communication Strategy Center. 

 

For further information on ombudsmen: 
Redmond, Williams & Associates, LLC has articles and more information on ombudsmen.

See The Ombudsman Association Web site.

The Ethics Resource Center Web site has their National Business Ethics Survey 2003 and additional information.

The Chartered Institute of Personnel and Development ( UK) has posted their 2004 survey, titled “Whistleblowing.”

 

Related articles to assist in developing your strategy: 
Bates, Steve. “HR Seen as Willing to ‘Blow the Whistle.’” HR Magazine, January 2003, p. 14.

Exall, Marian. “Workplace Trends: Should HR Play a Role in Encouraging Employees to Speak Up About Wrongdoing?” HR Reporter, February 20, 2004.

Hirschman, Carolyn. “Someone to Listen.” HR Magazine, January 2003, p. 46.

Redmond, Arlene and Randy Williams. “Enter the Watchmen: The Critical Role of an Ombuds Program in Corporate Governance.” Risk Management, September 2004, p. 48.

Rossheim, John. “Human Resources Is Tapped to Address New Compliance Complexities.” Workforce Management, July 1, 2004, p. 74.

Vu, Uyen. “Rat or Hero? How HR Should View Staff Who Blow the Whistle.” Canadian HR Reporter, August 11, 2003, p. 1.

You may contact authors by email at aredmond@redmondwilliamsassoc.com and rwilliams@redmondwilliamsassoc.com or by phone at 401-784-0015. 
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