
th

Meeting the Ethics Challenge
Through Top-Down Training

By Paul A. Haney

hose of us in the defense and aerospace industries have been following develop-
ments in the healthcare field with keen interest. The strong signals being sent to
healthcare providers by federal and state agencies are very reminiscent of what we

in the defense industry went through a decade ago.
It is a well-known fact that U.S. Government, in particular, has made healthcare fraud

and abuse a top priority. Virtually every U.S. attorney’s office has a healthcare fraud
coordinator, and criminal prosecutions have increased dramatically in recent years. The
message from the government is clear: “If you don’t already have a compliance program,
create one now. Set the tone through your compliance education and training. Clean up
your individual houses.”

That message sounds very familiar to those of us in the defense industry. In the 1980s
public concerns about the defense industry grew as investigations of major government
contracts and reports of procurement irregularities increased. In July 1985, President Reagan
asked David Packard, former chairman of the Hewlett-Packard Corporation, to chair a spe-
cially appointed, independent Blue Ribbon Commission on Defense Management. The
Packard Commission, as it came to be known, was directed to conduct a broad study of
defense management, including the budget process, procurement, organization and opera-
tion, and legislative oversight, and to make recommendations for streamlining and improv-
ing defense management.

In a report issued in early 1986, the Packard Commission stated: “To assure that their
houses are in order, defense contractors must promulgate and vigilantly enforce codes of
ethics that address the unique problems and procedures incident to defense procurement.
They must also develop and implement internal controls to monitor these codes of ethics
and sensitive aspects of contract compliance.”

Officials of 18 defense contractors, including Martin Marietta and Lockheed Corpora-
tion (immediate predecessor companies of Lockheed Martin Corporation) came together
and drafted a set of principles that became known as the Defense Industry Initiative (DII)
on Business Ethics and Conduct. All companies in the defense industry were soon en-
couraged to join this effort pledging to support the following six principles:
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1. Publish and adhere to a code of ethics.
2. Train employees on their responsibili-

ties under the code.
3. Create a free and open working atmo-

sphere that allows and encourages
employees to report violations of its
code to the company without fear of
retribution.

4. Assume the obligation to self-govern
by monitoring compliance with federal
procurement laws and adopting
procedures for voluntary disclosure of
violations of federal procurement laws
and corrective actions taken.

5. Have a responsibility to other compa-
nies in the industry to live by standards
of conduct that preserve the integrity
of the defense industry. And be willing
to share “Best Practices” with other
companies.

6. Be publicly accountable for committing
to these principles.

These principles were intended to pro-
mote sound management practices, to en-
sure that companies were in compliance with
complex regulations, and to restore public
confidence in the defense industry.

When the Packard Commission’s final
report was published in mid- 1986, there were
24 signatory companies to the DII. Today,
the number of participating defense com-
panies exceeds 50 despite industry consoli-
dation which has taken place over the last
several years. Moreover, the DII today
serves as a role model for other industries
which are beginning to address their own
ethical challenges.

Reinforce Your Commitment
Lockheed Martin is a diverse corpora-

tion made up of tens of thousands of men
and women from widely divergent corpo-
rate cultures, with widely varying heritages.
We trace our worklife  heritages to scores of
different organizations in all parts of the
world. It is through this rich diversity that
we draw our strength as we pursue our vi-
sion of a company known for highly ethical
people, working together as a team, to
achieve mission success. Our collective
ethics is the glue that unites us.

In a practical sense, how do you go
about uniting a diverse work force brought
together by rapid business combinations in
this way? While a lot of it is a matter of
attitude in the top leadership of the com-
pany, there are things you can do to make
it very clear what kind of a company you

intend to be and to continually reinforce
your commitment.

In our case, Lockheed Martin’s Board
of Directors established the Corporate Of-
fice of Ethics and Business Conduct con-
current with the merger of Lockheed and
Martin Marietta on March 15, 1995. The
Vice President of Ethics and Business Con-
duct, David T. Clous, reports directly to the
Office of the Chairman and to the Audit
and Ethics Committee of the Board of Di-
rectors.

Corporate Citizenship
The very first resolution adopted by the

Board of Directors committed the Corpora-
tion to conduct its business in accordance
with the highest standards of corporate citi-
zenship; with honesty, ethics, and integ-
rity; and in accordance with all applicable
rules of law, corporate policies, procedures,
and guidelines. Ethics also received top
billing in Lockheed Martin’s Vision State-
ment published on March 15, 1995, as the
first overarching principle. Moreover, the
first Corporate Policy Statement (CPS-001)
sets forth the Corporation’s commitment to
Ethics and Business Conduct everywhere
we do business. In addition to the Corpo-
rate Office of Ethics and Business Conduct,
the Board of Directors also established the
Ethics and Business Conduct Steering Com-
mittee, comprised of senior officers of the
Corporation. This committee meets regu-
larly to make policy decisions and provide
guidance to the Office of Ethics and Busi-
ness Conduct. It is chaired by Peter B. Teets,
Lockheed Martin’s president and chief op-
erating officer.

The history of American business pro-
vides ample and convincing proof that ethi-
cal business practices are a prerequisite to
long-term survival and success in the mar-
ketplace. If you develop a reputation for
being an ethical company, people will want
to do business with you, people will want
to work for you and people will want to
own shares in your company. On the other
hand, if you develop a reputation for being
a shady operator, people won’t want to deal
with you, won’t want to work for you, and
won’t want to be shareholders in your com-

pany
At Lockheed Martin, our values-based

Code of Ethics and Business Conduct is
called Setting the Standard because we aim
to set the standard for ethical business con-
duct in our industry. Each of our employ-

ees received his or her personal copy of the
Code booklet during annual ethics aware-
ness training conducted by managers and
supervisors over a three-month period. The
Code and the training that introduced it were
developed in close consultation with oper-
ating company Ethics Officers and a
cross-section of employees throughout
Lockheed Martin. Setting the Standard
also has been published in 13 other lan-
guages to meet the needs of our many over-
seas locations and operations. It is avail-
able for viewing by anyone on Lockheed
Martin’s web site: www.lmco.com

Six Guiding Principles
Six guiding principles and values which

constitute our Corporate core values are
the centerpiece of our Code. They are:

Honesty: to be truthful in all our
endeavors; to be honest and forthright
with one another and with our customers,
communities, suppliers, and shareholders.

Integrity: to say what we mean, to
deliver what we promise, and to stand for
what is right.

Respect: to treat one another with
dignity and fairness, appreciating the
diversity of our work force and the
uniqueness of each employee.
. Trust:  to build confidence through

teamwork and open, candid communica-
tion.

Responsibility: to speak up--without
fear of retribution--and report concerns in
the work place, including violations of
laws, regulations and company policies,
and seek clarification and guidance
whenever there is doubt.

Citizenship: to obey all the laws of
the United States and the other countries
in which we do business and to do our
part to make the communities in which we
live better.

Awareness Training
To help foster an ethical environment

for all Lockheed Martin constituents, we
conduct annual live ethics awareness train-
ing for all employees and consultants
around the world. The ethics awareness
training process begins when our chairman
and president train their direct-reports who,
in turn, meet with their staffs. The top-
down, cascade training continues through
every employee in our entire Corporation,
resulting in literally thousands of similar
training sessions around the world.
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Through this top-down. cascade approach.
more than 170.000 employees and several
thousand consultants. suppliers. and sub-
contractors hear the same core message
from their supenisors  and participate in the
discussion of real-world. everyday ethics
scenarios. This annual process is accom-
plished in from three to six months.

WC bclicvc for a company’s ethics pro-
gram to be effective, supervisors and man-
agcrs must link their dialogues on pcrfor-
mancc to reminders about our corporate
values emphasizing mission success,  team-
\vork. and a commitment to the highest stan-
dards of ethical business conduct. That is
why cvcryonc in a leadership position at
Lockheed Martin is a part of the ethics pro-
gram and why our supervisors and manag-
ers arc the people leading the annual ethics
awarcncss training sessions.

WC have more than 60 operating com-
panics at Lockheed Martin. Each of these
units has identified  a senior manager to
serve cithcr fillI-time or part-time as its Eth-
ics Officer. These officers report directly to
the Company President and work closely
with members of the Corporate Office of
Ethics and Business Conduct to promote a
comprchensivc  and consistent ethics and
business conduct program throughout the
Corporation. An Ethics Officer Resource
Manual ensures consistent application of
the our programs and processes across the
Corporation.

Continuous Reinforcement
WC believe that continuous rcinforcc-

mcnt of the commitment to ethical business
conduct is essential. When it comes to
building ethics awareness in the workplace,
there is no such thing as overkill. We use
posters. newsletters. coffee mugs.
mousepads-you name it-to promote our
principles and values and remind everyone
(including ourselves)  what we stand for. We
also publish a prominent colutnn  on our
values in each issue of Lockheed :\4cwtiri
Toll.4 1’. our corporatewide newspaper.

The Office of Ethics and Business Con-
duct operates a toll-free confidential
HclpLine throughout  the lvorld.  The num-
bcr 800-LM  ETHIC is ansivered  by a
Lockheed Martin Ethics representative.
This same number is available at intcma-
tional locations using the widely available
USA Direct service operated by AT&T.
Anyone using this HelpLine  may remain
anonymous. In addition to the toll-free,
worldwide telephone HelpLine, the Corpo-

rate Oftice of Ethics and Business Conduct
can be reached by E-mail.

Shortly after our mer_rer.  \ve identified
I X general compliance areas ranging from
antitrust to vendors ‘suppliers’subcontrac-
tors. An elected officer \vas placed in
charge of each compliance arca. Each Re-
sponsible Executive then appointed senior
management members to function as Sub-
ject Matter Experts. Lc_eislation/Regulation
Advisors. and Training Program Develop-
ment officials in each general compliance
arca. We then put together the Corporate
Compliance Matrix setting forth assign-
ments, position descriptions and so forth.

Assign Responsibility
The next element which distinguishes

our approach to compliance is assigning
responsibility for developing and imple-
menting each operating company’s compli-
ance plan to the company president. At a
lot of other companies wc looked at, the
compliance plans arc dcvclopcd by staff-
ers at the corporate headquarters and then
cast down on the companies as a,/irit oc-
compli.  In my opinion. our way is more
effective because the company presidents
and their staffs arc the only ones totally
familiar with their own legal and business
environments.  They are in the best posi-
tion to \vork with Legal Counsel to identify
compliance areas and legal risks to be ad-
dressed. Our approach also ensures
nccdcd buy-in to the plans by the people
\vho will be implementing them.

As the companies build their plans each
year, they work closely with the Respon-
sible Executives and their oversight  teams
to ensure  adequacy and consistency of
training across the Corporation. As a com-
pany completes its compliance  plan, it is
submitted to the Sector level for review and
approval. This is a very important step
because it enables the Sectors to compare
and contrast the plans of similarly situated
companies.

The Audit Process
Early in each new year. all of the

plans-approved by the Responsible Ex-
ecutives and Sector PresidcntsPcome  be-
fore the Ethics and Business Conduct Steer-
ing Committee, where they are reviewed
and formally adopted for that calendar year.

Another key element which distin-
guishes our approach to compliance is the
audit process. After the plans have all been
formally adopted, Internal Auditors use

them to measure each company’s perfor-
mance in deli\,cring  the necessary compli-
ance education and training. This is a very
thorough process.  culminating in spot
checking individual employees who ha\pc
taken the training to see how Lvell they re-
member the key Icaming points. Due to our
large number ofopcrating companies. all of
the plan development process and review
and approval process is done on-line via
the Lockheed Martin Network.

From the Corporate level. we provide
formal training resources in our compliance
standards. As you may know. we make ex-
tensive use of interactive multimedia tech-
nology to dclivcr  consistent compliance
training across the Corporation on a
wide-range of sub.jccts.  WC now have the
largest, most sophisticated network of in-
teractive multimedia work stations in Cor-
porate America. More  than I.250 work stn-
tions are in operation at 350 locations
t h r o u g h o u t  the w o r l d .  deli\‘ering
high-quality compliance training utilizing 33
interactive modules on a variety of topics
ranging from labor charging to the Foreign
Corrupt Practices Act.

Be The Best
In summary. \ve bclie\re  \ve have in place

a comprehcnsi\.c  ethics and compliance
program \vhich significantly reduces risks
of non-compliance and illegal acti\,ities.
\I’e’rc  facing up to the business and legal
challenges ofthc 1990s  and positioning our
Corporation on a firm ethical foundation for
the 2 I st Century. Not simply avoiding ille-
gality, not evading what needs to be done
but doing the right thing-for all of our
stakeholders.

At Lockheed Martin, our goal in meet-
ing the ethics challcngc  is exactly  the same
as our goal in meeting all the other chal-
lenges we face - namely. to be the very
best. We arc lvorking hard and are commit-
ted to building the type of company which
is regarded by all as comprising highly ethi-
cal people working together to produce
mission success.
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