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ADVANCING THE PROFESSION AND THE PROFESSIONAL.

The Crisis in Credibility

The crisis Is here. It's been here for some time

e The list Is embarrassingly long:

State governors, mayors, presidents of countries,
members of Congress; leaders of corporations; business;
journalists, academicians, novelists, news media,
coaches, lawyers, priests.

* And yes, even members of the public relations
profession.

* Trust In major institutions has been weak for
decades.



ADVANCING THE PROFESSION AND THE PROFESSIONAL.

Image of Business and Industry Sectors

Computer 61 25 10
Grocery 51 26 20
Education 47 16 36
Advertising & 35 29 34
Public

Relations

TheLegal field 31 25 42
Electric& Gas 31 23 45
Utilities

Pharmaceutical 33 16 50

Industry



ADVANCING THE PROFESSION AND THE PROFESSIONAL.

The Crisisis here: How deal with 1t?

 How to avoid making it worse? How redress it?
« Two brief observations.

« First, as public relations professions you adhere
to admirable values and principles of advocacy,
nonesty, expertise, independence, loyalty, and
fairness.

e But, as with other professionals, these may pull
In different directions.




ADVANCING THE PROFESSION AND THE PROFESSIONAL.

Conflicts you face

e You owe a duty of loyalty to those you work for

e But you have duties of honesty which require of you
“the highest standards of accuracy and truth in
advancing the interests of those you represent.”

o Surely these must conflict

« Worse: you have your own legitimate business and
self-interests that add to this difficult combination of
considerations

« How you navigate your way through these troubled
waters is where the answer lies to avoiding the crisis
In credibility.



ADVANCING THE PROFESSION AND THE PROFESSIONAL.

Individual Goods

e Second, credibility — often treated as an individual
good.

e Individualism; strong competition; agents for
others

* This situation creates incentives and temptations
to run afoul of ethics; threats to our credibility.

e “Falsehood ceases to be falsehood when it Is
understood on all sides that the truth 1s not
expected to be spoken” (Henry Taylor, British
statesman)

e Difficult to solve some of these as individuals




ADVANCING THE PROFESSION AND THE PROFESSIONAL.

Social goods

» Credibility Is also a social good — we gain or lose
It through our professions and common
Institutions.

e Think of the story of the commons — solved only
by mutual agreement

 Whatways as a profession, a society, can PRSA
members seek to preserve both the individual
and social good of credibility?



ADVANCING THE PROFESSION AND THE PROFESSIONAL.

Panelists

We have four distinguished panelists who will speak
to different aspects of this complex set of issues:

eKatie Lang, Senior Researcher and Online
Communities Manager, Ethics Resource Center

sLane Bailey, Managing Director Southeast Region,
GolinHarris

Doug Pinkham, APR, President, Public Affairs
Councill

Kim Brown, Vice President, Ethics, Diversity, Corporate
Responsibility & Communications, U.S. Foodservice, Inc.



Building & Promoting
Corporate Integrity
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No sector has been immune:
— Business
— Government
— Education
— Entertainment
— Religion

On average, a CEO was fired every 13 days as a result of
scandal during the first 3 quarters of 2006. e
Forbes.com # |
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Most enmployees observe misconduct
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Employees do not connect personal &
organizational values.

Employees do not connect business decisions &
ethics.

Many business decisions are ethics-related:

Mergers/acquisitions
Outsourcing

Employee layoffs

Gifts & contributions

Executive compensation
Treatment of colleagues/reports

© 2008 Ethics Resource Center
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Free flow of information

Competition

Disclosure of information
Safeguarding confidences
Conflicts of interest

Enhancing the profession
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« Regulations punish or provide incentives

« Ethical crises are expensive

e Transparency leads to trust and loyalty in:
— Colleagues
— Consumers
— Clients

« Skilled employees stay where they feel valued
and respected

e Workers are more satisfied

'a ‘4

 Good Ethics Is Good Business d
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Strong programs & culture greatly reduce misconduct
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Who does management reward?

Who do colleagues admire?

How often is ethics mentioned in everyday
conversations?

When making business decisions, does ethics
come up?

How do things really get done?

© 2008 Ethics Resource Center

r | :

) ‘4
L

ELHICS

RESOURCE
GCENTER



Broaden your working definition of “ethics”

See the ethical dimension of your work,
decisions & interactions with:

e Supervisors, reports & peers

* Vendors and clients

e Your community

o Society (and the world)

Model commitment to your organization’s
ethics standards

N
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Educate colleagues on the importance of ethics n‘&
INn communication & action ETHICS
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Advocacy

Honesty
Expertise
Independence
Loyalty

Fairness
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PRSA/NCC Ethics Panel

GolinHarris

Presentation by Lane Bailey
Golin Harris, Washington DC



“We do not act rightly because we have virtue or exc  ellence, butwe
rather have those because we have acted rightly.”

Aristotle 384 B.C.-322 B.C.
“A business that makes nothing but money is a poor k ind of business.”
HenryFord 1863 — 1947

“Greedis good. Greedis right. Greedworks. Greedc  uts through,
clarifies, and captures the essence of the evolutio nary split.”

Gordon Gekko — played by Michael Douglas

“Earnings can be pliable as putty when a charlatan h eads the company
reporting them.”

Warren Buffett 1930

“At this moment, America’s highesteconomic need s higher ethical
is,taladards — enforced by strict laws and upheld by re sponsible business
eaders.”

George W. Bush

“‘-J



Transparent and Proactive
Ethical Practices

e Consumers are demanding It
« Clients are requiring It

e It's the law !

o It's part of our DNA



Drivers of Good
Ethical Practices?

 Rules and regulations
 Laws and lawyers

« Consumers

e \oters

e Partners

e 3" party watchdogs
 The Church/ God

e Fear of going to Hell

« Mom and dad

 Our PEOPLE !



Unethical Practices

Bait and Switch

Pyramid Scheme
Planned Obsolescence
Vendor Lock in / Lock out
Spam

Spamdexing

Stealth Marketing

Pay to Play
Shilling
Infiltration
Comment Spam
Defacement
Falsification
Green Washing
Astroturfing



Stealth Marketing / Shilling

Microsoft, 2007:

Astroturfing
Whole Foods, 2007:

Front Groups/ Astroturfing

Sony Corporation, 2007:
Front Groups

Political and advocacy
Pay to Play

Armstrong Williams, 2005:

paying a writer to edit entry on
Wikipedia

CEO, John Mackey, aka Rahodeb,
posts anonymously on a blog that his
acquisition target, Wild Oats, ‘is a
dud’.

funds an ‘independent’ fan blog
campaigns and issues

receives $250,000 to promote ‘Nn
Child Left Behind’ _/



Violators Will Pay

There are more marketing channels than ever before,
reaching more people than ever before and the platforms that
allow unethical practices have multiplied exponentially -- so
too has the engagement and self-policing of these practices
by consumers and activists.

As the opportunities to ‘bend the rules’ grow, the costto a
brand in violating a commonly accepted ethical practice has
become global and out of proportion to any benefit.

Trust and Authenticity are the coin of the marketing realm.
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Accepted Online and Word of
Mouth Marketing Practices

Encouraging communications

Giving people something to talk about

Creating communities and connecting people
Working with influential communities

Creating evangelist or advocate programs
Researching and listening to customer feedback
Engaging in transparent conversation
Co-creation and information sharing



Broadly Accepted Rules

Be Truthful e Avoid Stereotyping
Be Transparent * Protect Kids
Protect Privacy e Consistently Apply
Don’t Model Standards
nappropriate Behaviore Value and Weigh
Do Not Offend Diversity

Be Fair and Balanced * LIve These Values
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Some Best Practices
IPG/GH Case Study

SOX Compliance

Quarterly Representation Letters
Controversial Client Panel
Agency / Client Reviews

Code of Conduct

All-employee Ethics Training
Broad Lobbying Reform Education
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G
Interpublic Code of Conduct

Several years ago we adopted The Interpublic Group of Companies, IncofG@deduct, which memorializes our collective commitment toraatlawiful
manner and in a manner that upholds our high ethical standards in the beerimessity. The Code of Conduct describes the various legal and ethivdarsis
that must be upheld by all employees of Interpublic and its operating egdtiee “ Company”) at all times.

It covers such areas as conflicts of interest, giving and recejjftsg insider trading, confidentiality, political contributions and eqeraployment opportunity.
Failure to comply with the provisions of the Code of Conduct may subjecbydiadiplinary action up to and including dismissal, in addition to any rainar
civil penalties.

To ensure that you are aware of the relevant legal and ethicalqairements that are expected of all of us, please reviewnd summary of the Code of
Conduct outlined below.

We expect that each employee will comply with the Code of Conduct latedrgolicies. Any reports of violations and any questions of interpretsihould
initially be directed to your ofice’s management or director of huresaurces. You should also feel free to direct any questions to ther&erHuman
Resources Department, Corporate Legal Department or to the Semd?resident-Chief Risk Oficer (Tom Dowling at 212-704-1332).g8kstions, concerns
and complaints made in good faith will be treated promptly and profedgiomighout risk of retribution whatsoever.

IMPORTANT POINTS TO REMEMBER

» Do notallowyourselfto be placed in a positionave the personal interests ofyou or a family nesralan conflict with the Company’s business intsres

* Make sure you disclose any potential conflictsibérests (unless you have already done so).

* To avoid even the appearance ofimproper inluaneeshould all be circumspectifofiered a gifieTappropriateness ofa gift may vary with the gaplgical location, but,
as arule ofthumb, in the U.S. one should notpicaaift ifthe retail value is above $200.

* Thegiving ofpersonal gits or favors to actuapotential clients or vendorsis also discouraigedost instances.

» Discrimination or harassment against any emplayesny other person with whomyou have businessndsaon the basis of race, color, religion, sex,agarital status,
national origin, sexual orientation, disabilityv@teran status is strictly prohibited.

. IC':OI’?thCt yourselfin a manner, both inside andidetthe office, that serves the bestinterests®fTompany and presents the Company and its cliethe best possible
ight.

*  All proprietary Company and client information muee kept confidential both during and after yompéoyment with the Company.

* Foroneyear after the end ofyour employment, iyay not salicit clients or employees ofthe ogagatompany for whomyouworked.

* You should never communicate with the news mediaaut first consulting your ofice’s communicatidepartment.

« The Company’s computer and other electronic systm@intended to be used for business purposegséd ofthese systems must be in compliancetivétiCompany’s
Standard Policies and Procedures.

* You may not offer to pay money or anything elsealfie to foreign government officials or candidait@ the purpose ofinfluencing acts or decisiofisreign officials.

* You may not engage in“insider trading” —i.e., ymay not buy or sell Company stock or tip othergémole such stock on the basis of material infoionelbefore such
information is made publicly available to ordinamyestors. Ifthere is any doubt in your mind aswhether a given itemofinformation is materiahas been released to

the public, donotbuy or sell securities when poaiin a possession of such information until &t sulting with Interpublic’s General Counsel.




Ethics Training

IPG Employee:

Integrity and accountability are a vital Bart of everything we do. As you know,
we have made significant progress in becoming an increasingly transparent
company. To ensure that all Interpublic employees continue to be a part of this
process, we are asking that you complete an online course on business ethics
as part of signing the Code of Conduct for 2006.

The course, Business Ethics in Action, is relatively brief but very important. It
will guide you through situations that are similar to those that you may
encounter as you conduct your business. The scenarios presented involve
guestions of integrity and proper business conduct and provide guidance on
how to deal with them appropriately.

The course will also review the Interpublic Code of Conduct and its impact on
you and your company. You will be asked to sign the code at the conclusion of

the course.

Please click the following link to complete the course:
http://inside.interpublic.com/CodeOfConduct/ If you have questions about the
course or the Code of Conduct, please contact compliance@interpublic.com.

Thanks very much for being a part of this important initiative.
Michael Roth
CEO



Lobbying and
Ethics Reform

Required training and annual refresher for ALL
employees - lobbyist and non-lobbyists - if even
one lobbyist is employed by agency.

Civil penalties raised to $200,000 for violations

Criminal penalties added—up to five years

Government Accounting Office will conduct random
audits

Congress will report referrals to the Department of
Justice (DOJ) for prosecution

DOJ will report publicly on enforcement actions taken

Penalties can reach deep into organizations and include
lobbyists and non-lobbyists



“We do not act rightly because we
have virtue or excellence, but we
rather have those because we have
acted rightly.”

Aristotle 384 B.C.-322 B.C.



Ethical Public Affairs

(No, This is Not an Oxymoron)

Doug Pinkham
President, Public Affairs Councill

March 20, 2008
WWwWW.pac.org



Defining Ethics

Moral principles

Rules or standards governing the conduct of a
person or the members of a profession

Compilation of laws regulating behavior for
those who work with government.



Why Ethics Matter
In Public Affairs

The value of personal integrity
Much tougher legal environment
Impact on corporate reputation

Correlation between ethical behavior and
public affairs success



The Value of Personal Integrity

Credibility is everything. . .

“The coin of lobbying, as of politics, Is trust. One’s
word is one’s bond. Truth-telling and square-dealing
are of paramount importance in this profession. If one
lies, misrepresents, or even lets a misapprehension
stand uncorrected — or if someone cuts corners too
slyly— he/she is dead and gone, never to be
resurrected, or even mourned.”

— Bryce Harlow, senior counselor to Dwight D. Eisenhower
and executive with Procter & Gamble



Much Tougher
Legal Environment

The FEC is finally paying attention. . .

April 2006: Freddie Mac fined $3.8 million for
relatively benign violations

December 2006: Three sec. 527 groups fined
$630,000 (including $300,000 for Swift Boat

Veterans)

February 2007: Progress for America Voter Fund
fined $750,000

April 2007: Highmark (and its VP of Gowvt. Affairs)
fined $82,000 for using corporate funds to pay
fundraising costs




New Lobbying, Gift
and Ethics Law
Donor Liability — Lobbyist employers and lobbyists

liable for providing gifts in violation of Senate or
House rules. Civil penalties plus jail time possible.

Lobbying Reports — Quarterly reports must include
more information; subjectto civil/criminal penalties

Employment Disclosure — Lobbyists must disclose
prior federal govt. employment for past 20 years.

Contribution Disclosure — Semiannual reports on
campaign contributions, special events honoring
members, inaugural committee donations, etc.

Travel Restrictions — Lobbyists restricted on
organizing and attending trips with legislators.




Impact on
Corporate Reputation

Public distrust Is increasing. . .

Only 45% of public have favorable view of
government (compared with 59% in 2004)

Only 45% have favorable view of
corporations

81% believe it's common practice for
lobbyists to bribe Congress

Source: Pew Research Center: surveys



The Public Wil Punish
Bad Behavior

If a company behaves illegally or
unethically. . .

90% will consider switching to another
company’s products or services

81% will speak out against that company
among friends and family

80% will consider selling their stock in that
company

75% will refuse to work at that company

Source: Cone Corporate Citizenship study



Impact on Public Affairs
Success

Employee cynicism

Senior management unwillingness to
support and participate in advocacy

Lower PAC contributions
Challenges in generating grassroots support

Negative buzz about political involvement
that extends beyond your company



How to Deal with Distrust

Be more transparent

o0 Be proud of your political involvement and look for
opportunities to discuss politics openly

Be more consistent

0 Integrate political involvement activities into public relations
and social responsibility initiatives

State your commitment to ethics

0 Reuvisit your bylaws and ethics guidelines
0 Decide how you will respond to various ethical dilemmas
o0 Show senior management you can minimize reputation risk



PAC Newsletters



Policies on Contributions



Policies on Lobbying

“Whatever access we have to political figures is based on a combination of factors,
some of which may be unique to Nike. These factors include the strength of our
brand, the number of jobs we representin a given region, and our ongoing efforts to
build relationships on a bipartisan basis with a broad coalition of . . . public officials.”

“Our approach to engagement with government and public policy matters is based
on nonpartisanship, transparency and pragmatism.”



Public Affairs
Blogs/E-Updates

U.S. Politics and Policy: Frustrating and Fascinating

... Corruptionis a big topicin Washington these days obviouslybecause of Jack
Abramoff, but rather than reacting to the news in front of their faces (both sides
recentlycame out with Lobbying Reform Measures), how aboutfocusing onthe issues
thatwill actually be impactful to the citizens of this nation? Healthcare anyone?
Education? Broadband for every man, woman and child who wants it? No, let's focus
on lobbying reform. Politics is obviouslya part of policy. It is the way the U.S. system
works.

... In related news, The Gallup Poll came out today and stated that only 27% of voters
see the Congress in afavorable light. Perhaps lobbying reform (i.e. myread: not
trusting themselves to throw a vote in exchange for a steak) will get them to 28%. |
doubtit.

Posted by John Earnhardtat 06:35 PM Permalink | Comments (5) | TrackBacks (0)



Ethical Public Affairs

(No, This is Not an Oxymoron)

Doug Pinkham
President, Public Affairs Councill
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