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This zeport is an excerpt from the valucs and vulnerabilitie ] ' A
BeliSouth Telecommunications by the Ethics Resource Cer DY S e I
findings from Fiorida based on six individual interviews 2 L
differences in culure as well g9 key findings from the Flo ; 5f
botween May 15, 1992 and Juxc 15, 1992, Participanly) S
within the psramsters of achieving a cross section of stff

FINDINGS

This section summarizes the assessment Findings ac:or.ding to the following cakgorics:
e  Indusoy Characterisdes
. Corporate Culture
. Organizational Values

] Vulngrabilitics to Uncthical Conduct

INDUSTRY CHARACTERISTICS

Inwerviewees noted that industry members are under intense public scrutiny, at both the local and nagonal
level. In rerurn for 2 quasi-monopoly stanss, the RBOCs are expected 10 conduct business in a manner tn
mainin the “public trust.* :
Historically, the regulation of the telecommunications industry created a monopoly environment,
producing conservatve, burcaucratic organizations. This environment limited competition and
guaranteed the telephone companies a sufficient prufit, However, imerviewees noted thar fast-paced
changes in the regulatory and market srenas have transformed a once staid industry into onc that is
hecoming highly competiive. At the same tme, many of BeliSouth®s services are still regulated, making
1t difficult o compete in bids for lucrative comorate husiness. Intervisweas noted with some frustration
that fast-paced techuolouyical advances ¢lso make it difficult 10 develop a clear vision of what the industry
an0d BallSouth will be like threc to five years into the futurc. Some employees indivaled that direct
enmpetition places pressure on the company to reduce costs, an effort often achieved through the

reducdon of people. This sense of uncertainty has increased feelings of anxiety and insecurity among
some employees,

Divestiture and deregulation in some areas of the business have led to & ncw phenomenon for some

employe:es. namely the advent of real competition with other RBOCs and independent communications
compauies. Interviewees noted that 1his has led o some frustrations: the * -
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. This can put employees in 2 difticult situafion. Do they risk disappointing a
customer oc du they use company resources to fIx a competitor's problem? Some employees alsn
recognized that the industry is expanding whilc BellSouth’s segwcal iy shrinking. Pressurcs on the
company's culture, people, and response systems will increase as today's sdvanced technologies become
commodities and as customers’ requirements change, creating an even more competitive enviconment,

ERC asked a number of the interviewees and focus group participualy w rate BellSouth’s commimment to
ethics in terms of its acwal practice and operations. On a ten point scalé, with ton being high and one
being low, ratings varied hetween two and ten. In our noncomprehensive tally, senior msnagemant
interviewees rated the demonstraed commitment 10 ethics on average at eight, whereax focus group
participants rated it on average al fuur, '

Cortoxare CutLTuRE

BellSouth has a 100-year history and there are still some remnants of the buraaucratic, monopolistic,
measurement-driven, pre-divestiire AT&T culture.  Oversll the company has besn perceived as 3 hard
wurking, ethical company with good compensation and bepefis. However, when employees joined the
company they thought they had contracted for a job for life. Many smployeey nuw feel that the
company has violated that pact. "We're in a constant state of reorganization and change and
downsizing.” Others recognize that the company's actions are necessary for survival in the marketplace,
but acknowledge that people are frighened by the potendal for downsizing and loss of the historical
“family” relatonship.

Differerces

Perccived fundamental culwral differcoces between the wo former telephone subsidiaries, Southern Bell
and South Central Bell, can sometimes causc friction. For example:

e Peaple from South Central are perceived g5 conservative and non-
Innovative in a markex that is declining or stagnant. They draw & clean
tinc between right and wrong, aml are said w have bener procedures and
a more ceatrslized structure. Their philosophy is s2id o be “let me ask
first."

* Peuple frum Southern Bell, on the other hand, are described as
innovative and futuristic. Their mackets are gruwing anl they fuce more
challenges because of the fast pace of the market. Their philosophy is
szid to be "wing it,” or shoot from the hip.

. BellSouth Corporativn iy seen as different alingether. As one
intarviewee said, “They’re just not phore people.”

lgwrvlewccs 2150 Indicated that different cultures existed amang the various states. Soma of the
differences were atrituted to the curpurate custymer environment within the individuzl smws. There
was a perception that Florida was more aggressive than other states within the company because of ths
technological innovatione and intense competition facing its markats.
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Emplay?es

Managers say they want to treat employees with dignity and respect, but are percelved to falt in their

efforts due to ignorance or insensitivity ("this is the way we've always done it*), pressure to get results, '
and poor communications. One interviewee said, "They've become very insensitive, you'ze just a .
number.” On the other hand, managers and employess alike noted the existance of a civil service

menality, particulsrly ut the lower levels, where they percelve that it is wugh to be fired or to fire

someone for poor performance. .

There was a peresprion thal mast of the executives and employees have workad within the Bell system
nearly all of their working lives with linle or no exposure © other companies or industries. Therefare,
intcrvicwees fear there may be a certain amount of naivete and reyistance w chenge. This could pur the
company at a dissdvantage both from a business and an ethical perapective since new challenges from
increased enmpetition and from emerging market areas may not be fully anticipated.

Most interviewees believed that the cumnpuny hay done ¥ good job of idendfying high porendal
employees. However, some intcrvicwees noted the impact of cultural changes and increased pressure un
these employees as the company reorganizes, creating wider spans of control and moving people into
differant functions, :

Decision-making and Cummunicutions

There was a consensus among interviewess that the regulatory environment encouraged committee
decislon-making rather than individual accountahility, as might have been found in an unrsgulated
compsny.

Employees believe that a "shoot-the messenger® environment, a cultural artifact inherited from AT&T,
stll exisi. Emplayees are not encouraged to report peoblems. Some managers are reluetant to tell bad
news 10 superiors and subordinates because they perceive they will be labeled "difficult” ar risk getting

demoted or fired. D)
)

The company has historically placed strong emphasis on measurements. This emphasis began as a -2

method of facilitating internal competition in an industry where axirrnal eompetition did pot exist, o2

Consequendy, the mindyet huy become one of managing 10 measurements rather than 10 competitive ot

market factoes, =
o

There is some cynicism ahout catchy phrases or "programs of the month® used as rallying points to

motvate cmployees. Employees perceive that upper management does nat ks uch programs seciously

or follow through well with implementation. A concern was expressed thar ethics would be such a

program.

Conflicts among departments and tendencies of "turf protection” were noted wherein departments

wnpete with each other and do not always share useful information, sometimes tn the datriment of the

towl organization. "Departments ace constantly at each other's tbrouts.® *You can's get two different =

departments to talk because they have two different indices. '::;
o3
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OPERATING YALULS

Estublishing consistency berween stated and operating values is a critical element in creating, maintaining
and strengthening an ethical operating caviromncnt.  Vlues pruvide the foundadoa that can guide
subsaquent action. Employees look to the valucs as touchstones, especially when they arv confrunted
with new, complex or “gray” issues and need guidance to maks the right choice.

N,

Swed Operaitng
Customer First Cummer Service
Respect for the Individual Conformity

Pursuit of Excellence Making Messurements
Pusitive Resporse 10 Change Bottom Line
Community Mindedness

Most said that the company paid lip service to customer service, but when furced t choose berween
sarvice and the bottom line or intcrnal mecasurements, the customer loses out. The attempt to take
away beepers as well as an sbsolute policy of no overtime wete cited as examples. People also perceive
that "customer first" means the custnmer who threatens 1o go 10 the PSC. Some intervieweses indicatad
that the company let the focus on customer servics slip after divestiire, focusing instead on productivity
and financial measurements. Incrcased competition has re-focused the company vn customer service.,
However, some intsrviewess indicated that the company cannot provide the lcvel of service that it once
did withnut sacrificing revenues and saminge.

Changes in the culture have ked 10 new pressures,
This pressure was translatcd as a lack of concern for the individual, partcutarly the

employee. _

In addition, there is a perception by some employees that some
legitimate business activides arc unethical. This may indicate 2 reluctance to embrace change in 2 way
that will allow the company o compete in the industry, For cxample, sume interviewees indicated that
any selling activity is unathical, particulacly if it involves giving lower income customers a choice ©
purchase featires that they clearly cannot afford or may not need.

Intcrviewees stated that conformity was valucd in two ways. Some Interviewees felt that it was
important not to draw attention to onesclf cither by cxceeding performance norms ar by suggesting
changes that vatied from the way things had always besn dons. Other interviewees defined conformity
as risk aversion. They stated a reluctance © make management decisions and a need to "never be
wrong.”

FEmployees acknowledged that the company values its image in the community, but most thought this

reflecied concerns for public relations rather than for the communities themsalves. Some felt that the
company goes wy fur in it zealousness for community programs such as United Way.
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Some employees believed that the enmpany’s efforts to embrace quality were genuine whils otharg had
mixed resctions about the company's commiunent o quality as 3 long-term vatue.

VULNERARILITIFR TO UNETHICAL, CONDUCT

Liks most largs companies in the United States, BellSouth has had its fiir share of what could be
considered “common® ethical vulnerabilities: expenss-report abuse, unsutharized uss of tools and
supplies. drugs and alcohol, and petty thatt. Highlightad in this saction are: 1) systemic features that
could crears an environment where such acdvides are inadvertendy encouraged or tolerated and 2)
potential valnerasbilitics where the cthical choices ace unclear or ot well-dsfined. These concerns are
divided into the following eategories: '

. M3anagement [ssues

®  Measurcments, Goal-Scting and Performance Evaluations
L Compeatition

L] Communiaﬁon

e Ethies Effort

Manogement Insues
Supervisury Issuex

o There were concerns that future downsizing could overload supervisors'
spans of control and increase their responsibilities. Consequendy,
limieed supervision could potentially lead to an increase in satery
problems,

° Interviewees were concerned that supervisors didn't know enough to give adequate
guidance or detect misconduct. Supervisors used 10 come up through the ranks, but now

e There were perceptions that technical resources were gllocatad across
staes without regard to differences in the workinad. Employess raised
the issuc uf what mumagers can reasonably demand from employees,
especially when resources arc stretched, Employces did not *thiok [the

company had] a support structure in place to help managers make these
declsions,”
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Leadershlp

r.o

Same interviawees helieve that top management’s actiong speak lnuder
than their words and tn some insances may contradict those words. For
cxample, some interviewees perceived that management endorsed the
quality effort, but wasn't reslly involved in it, "We're waiting to see
some action that whoevar tries it won't be killed.”

\. )
Tatecviewses pecceived risk avecsion in management detislon making, TR e C

_ resulting in a level of frustration for employees when managers refuse o

.mzke decisions. “After 2 while you quit squirming and give up and say,
*Just ell me what © do.”” ' '

Disciplinary Practices

There is a perception that supervisors elthet overlook quesdonable
behavior from top performers or discipline them less harshly, if at all,
Interviewess viewed some disciplinary actions as inconsistent with the
severity of the behavior. Some things, like pressuring employees to buy
bonds, eticited a turned head while others, such as putting down an extra
dollar v un eapemsc wccount, were tresled much moure hanshly.

Inerviewees satwe that sometimes there 1s pressurs 10 find a Job for an

employez's relative or friends of upper management, even when the
individuals have flunksd job tasts.

Interviewess believe that wp executives are not held © e same
standards as the rest of employees. They feel double stundards exist
with regard to both standards and discipline.

Policies and Procedures

Interviewces stated that even though policies were in place, if things
were going well, no one checked to see if they were being enforced.
Severa! factors such as the relucrnes 1 escalate problems, the focus on
making measurements, the lack of accountability and ownership, and the
passive acceptance of ethical expectation led ky processes that would pot
be detzctad unless something went wrong.

Employees noted a discrepancy hetwean the company value of respect for the

imlividua] and the prucdce of sponsoring company acdvides zc privawe clubs
which discriminate based on race or gender.

4l

R o
e

0

oL

Ak



ALG 19 03 @2:34MM CTIHICS RCSOURCE CTR.

Measuremenrs,

Measuremeruy

installed when they had not been.

Taterviewees imlimmd that because thoee who mesat meassurements do

Goal Setting and Performonce Evaluctions

There was a percsption among some employees that revenues were somstimeq
recognized in advance of service installation. Emplayess perceived that
cusomers were usked t sign & swement indicadng thit services had been s,

well, pwplc munage © budgers insead of managing from budgers.
‘You tdoitunlcs:t‘unﬁwbudget.son[yoadunkntsgwdand
need o do it, youﬁndamyndonwxm&ebudgel Other
employeas indicated that although union contracts do not allow comp
ume w be substdmtzd for overtime pay. if managers do not have
overtime in their budgews, ey will use cump ime.

There wasg a pacception that employees who manipulated measurements
w make (e index may not have realized the impact of delr acdons on
customer rebatcs or commission compensation.

Because mast past measuremeants were internal, soma interviewees
perceived that goals were not set that couldn't be met,

Other interviewees perceived that since there was so much emphasis on a few goals,

-people would do whatever it took to meet them and make sure thers were no mistakes.

“If you have ridiculous measures, people will cheat an them.” Although employees

. perecived thas e fucus on messurements was changing to teflact customer satsfaction,

some interviewecs also thought that the pressure to make measurements would ouly

‘increase ag competition increased.

Rewurd Systems

Although thera were pockets of managemeont looking at the means 1o the
end, in general, management is perceived as having consistently
rewarded the achievement of results without considaration for the mesns
cmployed, Some interviewees stited that measurements used as a basis
for compensation and evaluation arc particulatly vulnerable.

{i.c. long-term relationship with customar
should have more emphasls than numeric results.)

Interviewees perceived that the company was vulnerable in any arca where

measurements determined compensation. As quotas and competition increass and the
wurkforce remalns consunt or decreases, vulnerability will increasa.
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Performance Appraisals

Competition

There is a perception that there has pot beea a guud uppraixal system for
evaluating employes performancs based on merit. Some perecived an
expectation for appraital ontcomes 1o conform to a bell-shaped curve, causing
cuncem anong supetvisors who didn’t believe their employess belonged in the
bottom range. Cthers perceived ban everyune iy ¥ “major contributor,” making
it very difficult for managers o break out of the mold and give other ratings that
may more gecurately reflect the employee’s performandé. "Thete's never mlly
any honest feedback.” Some interviewees did indicate that the company is

" trying w change by focusing on customer evaluadons as a measure of

perfocmance.

Employees indicated that managers were not rated on bow they evaluate or davelop
people,

Some interviewces perecived that the company docs not have a
consisteat way of sating objectives that considers the differences in
business potzntial for various marketx.

Employees noted that mych of the focus ua measurements pressures
them to do whatever it tbkes to get the job done. "It takesy a lot of time
10 evaluate how.” Interviswess suspect that managers only ask *how”
of the employess that don't achicve resuits. The eompany neade tn
"conununicalc that the reasun [they)] wre mot asking is becanse fihey)
assume people are doing it right.”

Some interviewees weren't surs the enmpany knew how to deive
behavior w achicve measurements ethically, While some employees
thought that performance goals were not slways realistic, others thought
that objectives should challenge employees 1o achicve outstanding
results, saying “that people can usually do better than they think they
can.”

There was a perception that the “potental evaluaton®, which influsnces
promotability, may perpetuats ths glass ceiling for women and
minorities, especially if their skifls are not noticed or translated into
potendsl abilides. You “may have potential, but do we want you tn
move? If no, ben you don’t have the potential,”

Employees parceive that the pressure o give o United Way is unfair.
Managers and craft helieve their appraisal and their job can be affected

by their enroliment, so they are encouraged to Sign up, even if they
intend to cancel.

Most employees believed that the company wants to compete, but really
doesn’t know how. Some interviewens also perceived that people may

e
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nut “realize the comequeaces of not doing it right.” Otbers aren't
convinced that competiion will happen and don’t undecstand that the
company "will lose market share even with good service.”

Employces familiar with the competitive factors suggested that the
company could run inth compatition hefore it is readyin certain areas
within large commercial customers. For example, competitors for the

" local telephone service arc cmerging. The company needs to clearly

communicate how eatployees should deal with thesa providars.

Marketing groups selling 1o iarge cuswomers or involved in parmerships
with potential competitors seem to have specific policies in place w
direct employes behavior. However, the company may not have thought
about expected behavior from employees when dealing with new
entrants to the markatpiace. For example, if a pew entrant announces 2
competitve offering, what activides can be used 10 mainmin market
share that are also permissible within company policy? -

Some employees perceived that the focus on revenues geperated by large
corporate business neglected the interests of smaller customers. For example,
service empluyees may forward requess fur information from smzll cuswmers

in remote arcas to the appropriat marketing groups, only to lcam that marketing
chooses not 10 devote resources to such 8 small volume of business. Some
employees perceived this as a breakdown in corporate values since a
commitment was mzde 0 the customer that may not be honored.

One of the most important competitive pressures will be response fime.
Some employees indicated that the company iz not geared tn mave
quickly on anything. However, the companies that are quick and
flexible will win the business,

Comumunications

Proprietary Information

BellSouth Increasingly finds itself in situations where its business
pactoecs are also cuswomers, competiwry wnd vendors (.., AT&T).
Some interviewees desire more guidance on reasonable busincss
practices for dealing with these relationships, on the boundaries that
should be set. and on the protection of the sensitive and proprietary
information of BellSouth, its customery, #nd it parmers,

Some employees stated that the company does not do 2 goed job of
identifying sensitive material. “We stamp everything and then
empluyeey don't believe anything is sensidve.®

r.11
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Intsrviewsess are concarned that the guidelines and training for protaction
of customer, vendor and internal proprietary information are inadeguate
and mgy result in inadvertent and inappropriaw disclosure o other
customers, vendors, other RBOCS and affilliatesy

Internal Communlcailons

21
R

g

Lthics Effort

Some feel that information passed to upper management is filtared and
tinted, reflecting the “shoot-the-messanger” mentality and resulting in 2
sullened message that duesn't give a clear undersuinding of the problem.
*You have to say what they want to hear.” Even employces who did
not believe that everyone *shoots-the-messenger” indicated 2 need o
“create an environment where people will listen.®

Employees would like t0 hear about problems and issues before they
appear in tha loeal newspaper. The fact that they don't fuels the
fealings that managemant does not care or trust the employees™
N - Some interviewess stressed
*the iniporasce of communicsting clearly W empluyees i€ downsizing
actions are taken in the futre.

DA

Cnmpany's Commitment

Ethics Office

Many interviewees peccsived that some cmplayecs vicw some normal
business practices such as selling 35 unethical and therefore
contradictory to company valuss. Interviewess stated 2 need for 2 better
undlerstanding of what the company means by “ethics.”

While the new Ethics Office was known © oaly about 20% of the
interviewees in the preliminary assexsment, internal communicadons
have increased gwarensss of the officc. Howcver, those employees who
knew of the office giill felt that its purpose and function needed ta be
communicated more clearly and periodically reinforced.

Emplayees wanied to know what the policies and procedures for
investigations of misconduct would be for the new office. Fear of
i
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retribution and breach of confidentiality were particular concerns _
stemming from past Sacurity investigations, . Soms intarviswess aid,

S o ot
a

RN

o]

e Some were skeptical about the Ethics Office's ability to ensure
confidentiality. Employees felt that retribution from supervisors wasa_
2 real concern. |

e,

—

® The number of contacts to the office has been extremely low [most large
corporations receive contacts from over 5% of the employee population
anmually}. Although the office has been publicized in internat
communications, some employees said that tiey would oot focl
comfortable contacting the officc. The high-level of the officc holder
and the prominent location of the office were given as two pogsible
reasons,

* Some employecs belisve that "(the company ix] creating an environment
where everybody i¢ telling on everybody [about] everything.*

° Employees percelved that a request o anend ethics tralning would not be well recelved
unless it was presented as an arca that had not been well-communicated in the past, but
would be supported in the furure.

Code of Conduct and Ethics FPolicies

L People sign Personal Responsibiliries, but don’t always read it.

e Several employees expressed 2 degire 0 see consensus from
mansgement on the "grey areas” pertining to real daily simations.
“Simple arcas sre easily handled, It’s the grey areas that get us in
trouble.” They also indicated thac examples on how to handle such
isgues should be included in Personal Responsibilities.

CONCLUSIONS & RECOMMENDATIONS

The interviews conducted by the Echlcs Resource Center indicate that employees fee] that BellSouth is an
ethical company. However, as with most companies, there are sevend vulnerebilities W uncthicul
conduct, especially given increasing competition and the company's cmphasis on mcasurements.

While the findings from this assessment will provide valuable input into planned ethics awareness
tmmng for BeliSouth Telecommunications, changes in the eurpurate culture, us well 43 the applicabllity
of issueg for the entire organization, make it exwremely important that: 1) the cthics awareness effort be
expanded across the entice organization and 2) support for such an effort be led by the senior executives
of the company. The !mportnce of implementing 2 company-wide program with the support of top

oﬂ?cc:.vl. and key project personnel caanot be uverstaied.  This recommendation is based on the following
rationales:
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Tha success of the ethics prognmdcpends wpon the visible commmitment of
executivas, managers, and othar supervisory perscnnel to high ethical standards.
Corporite ¢thm programs are rarely successtul when apprmclni as a grass-
roarts effort,

It is impartant that the ethics effort communieate values ﬁ':roug:out ths eatire
corporation, not only in selected areas. (herwise, oyees may perceive the
effort wercly uy & respunse W recent problems In Fl

' Commimnt of executives and senior managemant to sddress major issues
identified in this assessment and iscuec that will be identified in futuce ethics
awurencss waining exercises is cruclal. The lack of such a commitment would
lead to cynicism and would foster a mispercepion
among employees that the cthics effort is a only a "program of thc month.*

Many of the areas identified in this assessment deal with cultural changes and
orgamuuuml twuey. It iy important for officers and other key personnel
involved in the cthics cffort to addrcss these issues before implementing wide-

spread training.
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Sample Memo to ERC Focus Group Participants .

As part of BellSouth's commitment to high standards of corporate
conduct, the company has recently undertaken several initiatives to
relnforce the values and standards of our organization.

In order to enhance the effectiveness of this project, BellSouth
has asked the Ethics Resource Center (ERC), a highly respected
nonprofit organization based in Washington, DC, to assist in
assessing the Company's corporate culture, key operating values,
and potential ethics issues and risks we face on the job. ERC has
extensive experience in the design, implementation and evaluation
of corporate ethics programs, especially in the telecommunications
industry.

A vital aspect of ERC's assessment will be focus group interviews
of BellSouth managers and employees. You have been asked to take
part in these focus groups. The only factor influencing your
selection is our desire to survey a true cross section of the
corporation across functional departments and among those of
varying tenure with the company.

The focus group interviews will last approximately an hour and a
half. Please consult the attached schedule for details. There .1s
no need for special preparation prior to the interview. B

)
)
0
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We encourage you to be candid. ©One of the reasons for using
outside expertise in this area is to ensure confidentiality. ERC
personnel may take notes during the focus groups in order to
prepare a report on general findings to BellSouth management, but
no interview comments will be attributed to particular individuals.
BellSouth personnel will not have access to ERC's notes (to the
extent allowable by law), and ERC's notes will be destroyed e

Z

following its engagement with BellSouth. o

[
We are very excited about this program and encourage your full =
cooperation. We greatly appreciate your participation in this =
process. :Please call to confirm your attendance at . If Lo

you have any questions or concerns, please contact at
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Assessment of Current Program Resalts

Objectives

Deterinine employes knowledge of
nompany's policics and practices in ethics
ana

Determine employec attitudes about the
company and its people”

Deicrmine whoether company values arc
known, communicated ard shared among
cmployee groups

Determine level of skild in idensifying and
addressing potentad cthics issues

CERL tyse

n1 000y

Ratiopale

Need to reduce chances of auetlidcal
behuvior arising Jroms ignecance

Low leveis of trust, respect or
communication heighlen chances for
cthical valsratulitics and inhibit
employee actions to address potential
ethics issues and problems

Employees® perceptions of corporale
values wall drive their cesponses 1 critical
situations. Sharing company values bond
tic employee lo the organization

Awarcness of policies arc often
cnough. Employess must be able o
idendfy potential ethicg/legal issues in
thewr arca of responsibilicy, understand the
application of the policies, and determine
an appropiiaie course Lf action

Loddiud

ERC Approach

Conduct sutvey among cross sections of
management and employees asking
specific questions in key ethics paiicy

- areas. ' Sample should be large enough w

allow for cross tabulations atnong key
{unctional, geographic and managenial
groups '

Include questions covering vverall
perceptions of company, upper
managenent, immcdiate peers and
subordinale supervisors in survey.
Conduct focus groups io cnbance
qualitative data

Include vaine identification questions in
survey. Conduct interviews with lop
management to detemmine corporaie
values, Couduci cmployee focus group
for funther undedstanding of perceived
valucs

Include hypothetical cthics/legal situutions
in survey with scveral possibie resfxines
for resolution and action




1.  Assessment of Ethics Training Program

Obijectives

Determine program's objectives

Rationale

The program objectives should be

. oonsisiently understood by senjor

Assess adequacy of program's objectives

’
-

Assess adequacy of current training
material and sccommend improvements

Determine adeqguacy of training
mcthodology and recommend
improvements

OFRS 598
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management, trainers and participants.
Need 10 know the "criteria for success™ in
order to judge effectivencss

Ensure objectives of program are
adequate (o deliver the maximum hencefits
of an cihics program consistent with
managentent’s intentions. Also ensure
objeciives are adequate to achicve
appropsale kevels of knowledge and
skills and to reinforce desired values and
aftitudes

Need 1o cnsure current materials
adequately and effectively communicace
necessary information and values

Pedagogical approach must be appropriuste

t» the lcaming objectives. Improving
training methods can increase program
<fiiciencies and reduce or simplify the
amnouni of Jollow-on training required

0000015

ERC Approach

Interview top management, training
depasiment and representative sample of
participants to deletmine intcnded and
perceived program objectives and
consisiency

Comparc and contrast company’s training
objectives for consistency with
management’s intentions and adequacy to
achieve appropriaie levels of knowledge
and skills and to neinforce desired values
and attitndes. Comparc and contrast
company’s Lraining objectives with cthers
in the industry and within ERC
expelience 10 detenmine whether they are
likely to deliver a successful program

Review and analyze current watsdfals
aguinst company needs aixl training
objectives. Recommend changes to
strengthen a1eas whee needed

Intcrview trainers and review existing
employee evaluations of training sessions.
Auend selected teaining sessions and
make recommendations for improvement.
Revommend changes in training
methodology as necessary. Recominend
type of training needed and optimal
implementation



1. Assessment of Current Program Support Mechanisms
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QObjectives

Determine employees’ awareness of
omhudsman and bolline programs

Determine effectiveness of ombudsman
and hotline programs

3
-

Determine adecuacy of policics and
operating procedures for ombudsman
nifice and hotline

Recommend improvements of policics,
ceparting procedures and internal support
mechanisms

FALRNA?Z

Rationale

Basic information, such as awareness of
ommbudsman position, its purpoese, its
currerd officeholder and how {o contact,

is necessary for employees to make use of
the mechanisms

The efloctiveness of the programs will
depend largely on cmployee perceptions
(of both users and nosnusers) of the
mechanisms, Mcere availability is oot
enough. The program mast be and be
seen as an effective means of oblaining
advice, communicating seasitive
information and effecting change

Formal policics and procedures must be
specific, clearly arniiculated and
consisiently followed for employees to
utilize cffecdvely

Maximizing effectiveness and efficiency
of the suppen sysiems is criticat 10 long-
lemmn success of the program. In some
areas, additonal mechanisms may also be
needed o funher strengthen ard suppern
all aspects of the program

nnaGol6

ERC Approach

{nclude survey questions to ascenain
knowledpe

Interview ombudsman to gain his
perspective on his ole. Include svivey
questions to identify employees’
perceplinns pertaining to ombudsman and
botline. Detenmine employees” irst-hand
or second-hand knowledge of
wechanisms. ldentify reasons for not
sccking advice/elp (fear of retribution,
lack of confidence in cffectivencss).
Review existing data ou frequency,
subject areas (e.g., gratuilics,
timecharging) and nature (whistleblowing
vs. advice seeking) of callsfvisits.
Compure with data t‘r?m other fims in

tie industry

Compare and conirast with other firms in
the industry and regulatory agencies to
cosure scope and approach arc adequate

Analyze data and compare, where
possible, with other firres in the industry.
Make recommendations based on data and
ERC experience in this anca
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IV. Recommendation for Internal PeriodicEthics Program Assessment

Objectives Rationale ERC Approach
Develop plan for intcrnal pertodic Need 10 continually monitor new issucs Design questionnaire for intemal
assessment of effectiveness of ethics and vulnerabilities that can result from a administration to periodically measure
program changing regulaiory environment, cyclical performance against the specific
business conditions and varying objectives of the revised ethics program.
management approaches Recommend framework for reporting,

analyzing and implementing results
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Fax Memo 202/737-2227

To:

From:

Date: May 19, 1992
Re:

Focus Groups

Lori Tansey, Gary Edwards
Scott Boston, 404/248-2427 , .

Ne

Here is the information regarding the focus groups. | am still waiting to hear back
on specific locations on some of them. '

Florida - June 15
® Lori Tansey

¢ 11:00em.and 200 pm.

BeliSouth Business Systams -
direct sales

1st/2nd level management
from line and staff
organizations

Contact: Terry Heaps
305/2683-2138

Location forthcoming

Atlanta - June 1
® (Gary Edwards

e 300pm.

‘ist/End level management
BellSouth Corporate HQ

Contact: Ron Laird,
404/249-2121

1155 Peachtree Street, NE

Room 1722 (Conference
Room)

Birmingham - June 3
® (Gary Edwards

8 100 pm. & 3.00 pm.

Craft - Network,/Customer
Services

Mid level management
including comptrollers and
treasury

Contact: Marityn Brooks
205/872-3583

Meegting location: Alabarma
Operations Ctr, Hwy 280,
Room 353. Call for directions

Louisiana - June 17th

1st/2nd level management

Contact: Carla Msjor

¢ Lori Tansey line and staff organizations B04/528-2217
¢ 1000am. ®  Location forthcoming
5 C T~
Please call me if you have any questions. Mo 132.0 .
2L Cand flate
Neww ﬁ@(,uu——
\\--.q _/,'
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Corporate Ethics Assessment

Obiecti

Determine employee knowledge of company

policies and practices in ethics area

-+

Determine employee attitudes about the
company and its people . .

i
£

g
S

Determine whether company values are

i"_,:; known, communicated and shared among
employee groups

™l

Determine level of skill in identifying
potential ethical issues

Determine employee's awareness of
ombudsman and hotline programs

Rationale

Need to reduce chances of unethiecal
behavior arising from ignorance.

Low levels of trust, respect or
communication heighten chances for ethical
vulnerabilities and inhibit employee actions

- to address potential ethics issues and

problems.

Employees perceptions of corporate values
will drive thelr responses to critical
situations. Sharing company values bond
the employee to the organization.

Awareness of policles are often not enough.
Employees must be able to identify potential
ethics/legal issues in their area of
responsibility, understand the application of
the policles and determine an appropriate
course of actlon.

Basic information, such as awareness of
ombudsman position, its purpose, its
current office holder and how to contact, is
necessary for employees to make use of these
mechanisms,

Abpproach

Survey - a cross section of management and
craft asking specific questions in key ethics
policy areas.

Focus Groups / Interviews - determine
employee knowledge and perception and
company practices and procedures,

Survey - would include questions covering
overall perceptions of company, upper
management, immediate supervisors, peers
and subordinates.

Focus groups / Interviews are being used to
collect qualitative data. -

Survey - include values Identification
questions and perceived values.

Focus groups / Interviews - clarify
perceived understanding between stated

- and operational values.

4

Survey - Includes hypothetical ethics/legal
situations with several possible responses
for resolution or action.

: Survey - includes questions to ascertain

current knowledge,

Focus Groups/lntervlews discuss
awareness and willingness to use..




CONFIBENTIAL

ETHICS ASSESSMENT EXECUTIVE REPORT

FOR BELLSOUTH TELECOMMUNICATIONS

-

This report is a summary of the values and vulnerabilities assessment conducted for BellSouth

Telecommunications by the Ethics Resource Center, Inc. (ERC). The report is orgamzcd into
four sections:

. Objective

. Approach

«  Findings

. Conclusions & Recommendations
OBJECTIVE

The objective of the assessment was to determine the appropriate approach and methodology
for ethics training development. The assessment was designed to elicit employee perceptions
of BellSouth values, culture, ethical issues and potential areas of vulnerability. The findings
from this assessment have been combined with the findings from the preliminary ethics

assessment and will be used to inform the ethics awareness and training effort at BellSouth
Telecommunications.

APPROACH

The Center combined the data gathered from interviews and focus groups conducted between
January 10th and 21st, 1992 with data gathered from 22 individual interviews and conference

calls and 6 focus groups, encompassing approximately 50 employees, conducted between May
11, 1992 and June 19, 1992.

The focus groups conducted between May 11, 1992 and June 19, 1992 were located in
Atlanta, GA, Birmingham, AL, Miami, FL, and New Orleans, LA. Participants were
randomly selected within the parameters of achieving a cross section of staff functions and

line management. Groups ranged in size from six to ten, with the average being eight
participahts.

gl

,‘-.
i

l'.'
5 i

Fobo




states. There was a perception that Florida was more aggressive than other states within the
company because of the technological innovations and intense competition facing its markets,

Employees

Managers an they want to treat employees with dignity and respect, but are perceived to fail
in their efforts due to ignorance or insensitivity ("this is the way we've always done it"),
pressure to get results, and poor communications. One interviewee said, "They’ve become
very insensitive, you’re just a number." On the other hand, managers and employees alike
noted the existence of a civil service mentality, particularly atthe lower levels, where they
perceive that it is tough to be fired or to fire someone for poor performance.

There was a perception that most of the executives and employees have worked within the
Beil system nearly all of their working lives with little or no exposure to other companies or
industries. Therefore, interviewees fear there may be a certain amount of naivete and
resistance to change. This could put the company at a disadvantage both from a business and
an ethical perspective since new challenges from increased competition and from emerging
market areas may not be fully anticipated.

Most interviewees believed that the company has done a good job of identifying high
potential employees. However, some interviewees noted the impact of cultural changes and
increased pressure on these employees as the company reorganizes, creating wider spans of
control and moving people into different functions.

Decision-making and Communications

There was a consensus among interviewees that the regulatory environment encouraged
committee decision-making rather than individual accountability, as might have been found in
an unregulated company.

Employees believe that a "shoot-the-messenger" environment, a cultural artifact inherited from
AT&T, still exists. Employees are not encouraged to report problems. Some managers are
reluctant<o tell bad news to superiors and subordinates because they perceive they will be
labeled “difficult" or risk getting demoted or fired.

The company has historically placed strong emphasis on measurements. This emphasis began
as a method of facilitating internal competition in an industry where external competition did
not exist. Consequently, the mindset has become one of managing to measurements rather
than to competitive market factors.

There is some cynicism about catchy phrases or "programs of the month" used as rallying
points to motivate employees. Employees perceive that upper management does not take such

programs seriously or follow through well with implementation. A concern was expressed
that ethics would be such a program.
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commodities and as customers’ requirements change, creating an even more competitive
environment.

ERC asked a number of the interviewees and focus group participants to rate BellSouth’s
commitment to ethics in terms of its actual practice and operations. On a ten point scale,
with ten being high and one being low, ratings varied between two and ten. In our
noncomprehensive tally, senior management interviewees rated the demonstrated commitment
to ethics on average at eight, whereas focus group participants rated it on average at four.

'CORPORATE CULTURE

BellSouth has a 100-year history and there are still some remnants of the burcaucratic,
monopolistic, measurement-driven, pre-divestiture AT&T culture. Overall the company has
been perceived as a hard working, ethical company with good compensation and benefits.
However, when employees joined the company they thought they had contracted for a job for
life. Many employees now feel that the company has violated that pact. "We’re in a constant
state of reorganization and change and downsizing." Others recognize that the company’s
actions are necessary for survival in the marketplace, but acknowledge that people are
frightened by the potential for downsizing and loss of the historical "family” relationship.

Differences

Perceived fundamental cultural differences between the two former telephone subsidiaries,
Southern Bell and South Central Bell, can sometimes cause friction. For example:

. People from South Central are perceived as conservative and
non-innovative in a market that is declining or stagnant. They .
draw a clean line between right and wrong, and are said to have
better procedures and a more centralized structure. Their
philosophy is said to be "let me ask first."

People from Southern Bell, on the other hand, are described as
innovative and futuristic. Their markets are growing and they
face more challenges because of the fast pace of the market.
Their philosophy is said to be "wing it,” or shoot from the hip.

BellSouth Corporation is seen as different altogether. As one
interviewee said, "They’'re just not phone people."

Interviewees also indicated that different cultures existed among the various states. Some of
the differences were attributed to the corporate customer environment within the individual

3
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Conflicts among departments and tendencies of "turf protection” were noted wherein
departments compete with each other and do not always share useful information, sometimes
10 the detriment of the total organization. "Departments are constantly at each other’s

throats.” "You can’t get two different departments to talk because they have two different
&£~  indices."

OPERATING VALUES

Establishing consistency between stated and operating values is a critical element in creating,
maintaining and strengthening an ethical operating environment. Values provide the
foundation that can guide subsequent action. Employees look to the values as touchstones,
especially when they are confronted with new, complex or “gray” issues and need guidance to

make the right choice.
Stated Operating
Customer First Customer Service
Respect for the Individual Conformity
Pursuit of Excellence Making Measurements

Positive Response to Change Bottom Line

Community Mindedness

Most said that the company paid lip service to customer service, but when forced to choose .
between service and the bottom line or internal measurements, the customer loses out. The
attempt to take away beepers as well as an absolute policy of no overtime were cited as
examples. People also perceive that "customer first" means the customer who threatens to
go to the PSC. Some interviewees indicated that the company let the focus on customer
service slip after divestiture, focusing instead on productivity and financial measurements.
Increased competition has re-focused the company on customer service. However, some

interviewees indicated that the company cannot provide the level of service that it once did
-without sacrificing revenues and earnings.

29 Changes in the culture have led to new pressures. T
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“This pressure was translated as a iack of concern for the mdmdual C
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In addition, there is a
perception by some employees that some legmmatc business activities are unethical. This
may indicate a reluctance to embrace change in a way that will allow the company to

compete in the industry. For example, some interviewees indicated that any selling activity is'

unethical, particularly if it involves giving lower income customers a choice to. .Eurchase'
features that they clearly cannot afford or may not need.  *° ;

Interviewees stated that conformity was valued in two ways. Some interviewees felt that it
was important not to draw attention to oneself either by exceeding performance norms or by
suggesting changes that varied from the way thmgs had always been done. Other
interviewees defined conformity as risk aversion. They stated a reluctance to make
management decisions and a need to "never be wrong."

Employees acknowledged that the company values its image in the commmunity, but most
thought this reflected concerns for public relations rather than for the communities
themselves, Some felt that the company goes too far in its zealousness for community
programs such as United Way.

Some employees believed that the company’s efforts to embrace quality were genuine while
others had mixed reactions about the company’s commitment to quality as a long-term value.

VULNERABILITIES TO UNETHICAL CONDUCT

Like most large companies in the United States, BellSouth has had its fair share of what
could be considered "common" ethical vulnerabilities: expense-report abuse, unauthorized use
of tools and supplies, drugs and alcohol, and petty theft. Highlighted in this section are: 1)
systemic features that could create an environment where such activities are inadvertently
encouraged or tolerated and 2) potential vulnerabilities where the ethical choices are unclear
or not well-defined. These concemns are divided into the following categories:

. Management Issues

. Measurements, Goal-Setting and Performance Evaluations
. Competition

. Communication\

. Ethics Effort

0000023
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Management Issues

Supervisory Issues

There were concerns that future downsizing could overload

supervisors’ spans of control and increase their responsibilities.

Consequently, limited supervision could potentifilly lead to an ; :
increase in safety problems. Lo

People don’t have as much contact with the management as they
feel is necessary. "[We] used to have a program to get
supervisors into the field, but that has been discontinued.”
Several at the craft level did not know the name of their second
for] third level manager. This inability to get out in the field has
resulted in the perception of a certain myopia on the part of
management. "They never get out and see the hill with bodies
strewn all over it, all they see is the report that says the hill was

taken." "Only time we see our managers is in a figurehead
role.”

This inability to get out into the field is perceived as a cause of
poor decision making by some employees "~ -

Iy
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Interviewees were concerned that supervisors didn’t know enough to give L;:-
adequate guidance or detect misconduct. Supervisors used to come up through 0
the ranks, but now they come straight out of school. g
There was concern that training for supervisors was inadequate.
"Supervisor 101 is on-the-job training. The course for it doesn’t
reflect reality." "The schools are excellent, but once you leave,
forget what you learned because it doesn’t apply. Need to have
more control over the environment.”

i~
There were perceptions that technical resources were allocated 0
across states without regard to differences in the workload. =)
Employees raised the issue of what managers can reasonably '__::
demand from employees, especially when resources are -
stretched. Employees did not "think [the company had] a L
support structure in place to help managers make these
decisions."” . '




. Employees feel that BellSouth over-supervises them and
overdefines their job. The system could force them to fudge or
bend rules to get the job done. Interviewees cited the example

of how to write memos, mclud_x‘g mpemfymg Jhe print size for a
<" view graph®

Y )
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Leadership

Some interviewees belicve that top management’s actions speak
louder .than their words and in some instances may contradict
those words. For example, some interviewees perceived that
management endorsed the quality effort, but wasn’t reaily

involved in it. "We're waiting to see some action that whoever
tries it won't be killed."

Interviewees perceived risk aversion in management decision
making, resulting in a level of frustration for employees when
managers refuse to make decisions. "After a while you quit
squirming and give up and say, ‘Just tell me what to do.’"

There was concern about the direction of company Icadershtp,
20 particularly with respect to ethics issues. §
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________ Théy have our best interests at heart, but they don’t
know what to do."
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There is concern that the company depends too much on after-

D
the-fact detection and controls, rather than on prevention.

Disciplinary Practices

. There is a perception that supervisors either overlook

questionable behavior from top performers or discipline them o
less harshly, if at all. Interviewees viewed some disciplinary ‘ _‘:_;
actions as inconsistent with the severity of the behavior. Some o
things, like pressuring employees to buy bonds, elicited a turned L2
head while others, such as putting down an extra dollar on an =
expense account, were treated much more harshly. e

Interviewees perceive that minorities are given more room when
reprimanded and that double standards exist at every level.



Interviewees state that sometimes there is pressure to find a job

for an employee’s relative or friends of upper management, even
when the individuals have flunked job tests.

. Interviewees believe that top executives are not held to the same

standards as the rest of employees. They feel d\ouble standards
exist with regard to both standards and discipline. "Management
has a higher degree of forgiveness for violations than does craft."

"When discipline is not consistently applied, it becomes the stuff
/] of folklore.", ™ ' —
[0
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seriously as it should be. In one high level case}
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Policies and Procedures

Interviewees stated that even though policies were in place, if
things were going well, no one checked to see if they were being
enforced. Several factors such as the reluctance to escalate
problems, the focus on making measurements, the lack of
accountability and ownership, and the passive acceptance of

ethical expectations led to processes that would not be detected
unless something went wrong.

-

ol S Many objected to the philosophy of* )
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27 e e '€ interviewees believed that there could be
potential for similar behavior in commercial markets if marketers
promise features that they know they cannot deliver, but assume
they can negotiate later.

. Employees felt that some problems were unintentional and
22 resulted from the bureaucracy.
22 g e eSS
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Employees noted a discrepancy between the company value of respect
for the individual and the practice of sponsoring company activities at
private clubs which discriminate based on race or gender.
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Participants noted that there was a lot of discussion of cost
savings and curtailing expenditures, but that the company would
then turn around and seemingly waste money. "“They’ll have a
meeting at the last minute and fly people in. There’s not enough
. Planning. Why not do more teleconferencing?"

AR gt o -
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There appears to be a number of managers exerting pressure on
employees to engage in unethical conduct, such as violating
approval levels by splitting up expense items. Alsof

n AT
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Measurements, Goal Setting and Performance Evaluations

Measurements

AA

Employees perceived that supervisors condoned activity to
circumvent measurements in the past. Interviewees believe this
is probably still the culture today and that it signals to
employees that BellSouth condones such activity. Interviewees
perceived that their supervisors do not always take action against
employees who falsify trouble reports and that management
takes no action because bonuses depend on the > erroneous
figures.¥" R ' ' |

There was a perception among some employees that revenues were
sometimes recognized in advance of service installation. Employees
perceived that customers were asked to sign a statement indicating that
services had been installed when they had not been.

Interviewees indicated that because those who meet
measurements do well, people manage to budgets instead of
managing from budgets. "You can’t do it unless it’s in the
budget, so if you think it’s good and need to do it, you find a
way to do it within the budget.” Other employees indicated that
although union contracts do not allow comp time to be

substituted for overtime pay, if managers do not have overtime
in their budgets, they will use comp time. ;
The recent mechanization of measurement reporting has not
stopped all of the abuse. Employees have just found new ways

10
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to get around the system. Additionally, the emphasis on
achievement of measurements has created an environment where
employees sometimes circumvent the systems and procedures to
reach the target, without actually fixing the problem or
addressing the issues.

-QQ‘:‘\TQ\’_\

Unrealistic indices force people to manipulate reports or to lie to
customers. It was noted in one case that three-fourths of
employees did not meet the "number of required tasks," but that
management still upped the requirement. Interviewees noted that
there is no consideration of different levels of difficulty in
performing different tasks.

. There was a perception that employees who manipulated
measurements to make the index may not have realized the
impact of their actions on customer rebates or commission
compensation,

. Employees perceived a conflict between JMOS tasks, which influence
performance evaluation and salary, and customer service, which does
not directly influence performance measurements. For example, plant

replacement jobs, which account for approximately 80% of the work, =
have priority over customer related jobs. If a customer service problem o)
arises outside of the JMOS list, then the plant manager is faced with D
choosing between the JMOS tasks and the customer request. g
Lo
. Because most past measurements were internal, some o’
interviewees perceived that goals were not set that couldn’t be
met. ' ' :
. Other interviewees perceived that since there was so much emphasis on a few
goals, people would do whatever it took to meet them and make sure there
were no mistakes. "If you have ridiculous measures, people will cheat on
them." Although employees perceived that the focus on measurements was ™~
changing to reflect customer satisfaction, some interviewees also thought that ’"_'3
the pressure to make measurements would only increase as competition o
increased. e
o
Reward Systems L.

L
* - Interviewees perceive a significant gap between what
management says they value and what they reward. "We

11



\
2
. Although' there were pockets of management locking at the
- means to the end, in general, management is perceived as having
consistently rewarded the achievement of results without

consideration for the means employed. Some interviewees stated
that measurements used as a basis for compensation and

Lo evaluation are particularly vulnerable. "
l( gﬁ T e S e R e e
(2. _fi’e: long-term relationship with customer

should have more emphasis than numeric results.)

In order to deliver service and to get a good rating they must

. . and 10
1§ improvise to meet expectations. . e
16 e
,r) BT AT T e -

Incentive systems have resulted in a tendency to "load people
up” with things they don’t understand or need. A confirmation
letter now goes out to all customers to help circumvent these
practices. In one case, 2 Rep went back repeatedly to a
customer who wasn’t satisfied with a repair.”

» Management Team Incentive Awards are perceived to be
2.¢ manipulated. _ ' )

A T = e

Interviewees perceived that the company was vulnerable in any area where
measurements determined compensation. As quotas and competition increase
and the workforce remains constant or decreases, vulnerability will increase.

Performance Appraisals

. There is a perception that there has not been a good appraisal system
for evaluating employee performance based on merit. Some perceived
an expectation for appraisal outcomes to conform to a bell-shaped
curve, causing concern among supervisors who didn’t believe their

12

0006029

BUGZ

t
v

I
{

FO



employees belonged in the bottom range. Others perceived that
everyone is a "major contributor,” making it very difficult for managers
to break out of the mold and give other ratings that may more - T
accurately reflect the employee’s performance. "There’s never really el
any honest feedback.” Some interviewees did indicate that the '
company is trying to change by focusing on customcr evaluations as a

measure of pcrformance

There was a perception that when managers’ development and feedback skills
were weak, the process allowed them to fall back on the numbers. “We've
been promoting on ends, not on means."

There is not a set TOCess for reviewing managers. * L

e R T T AR

“indicated that managers were not rated on how they evaluate or
develop people.

Some interviewees perceived that the company does not have a
consistent way of setting objectives that considers the differences
in business potential for various markets.

Employees noted that much of the focus on measurements
pressures them to do whatever it takes to get the job done. "It
takes a lot of time to evaluate how.” Interviewees suspect that

managers only ask "how" of the employees that don’t achieve 2
results. The company needs to “"communicate that the reason (?3
[they] are not asking is because [they] assume people are doing =
it right." ot

e
Some interviewees weren’t sure the company knew how to drive —

behavior to achieve measurements ethically. While some
employees thought that performance goals were not always
realistic, others thought that objectives should challenge
employees to achieve outstanding results, saying "that people can
usually do better than they think they can.”

There was a perception that the "potential evaluation", which
influences promotability, may perpetuate the glass ceiling for
women and minorities, especially if their skills are not noticed or
translated into potential abilities. You "may have potential, but

do we want you to move? If no, then you don’t have the
potential."

S TN

Employees perceive that the pressure to give to United Way is
unfair. Managers and craft believe their appraisal and their job

13




can be affected by their enrollment, so they are encouraged to
sign up, even if they intend to cancel.

Most employees believed that the company wants (o compete,
but really doesn’t know how. Some intervieweés also perceived
that people may not "realize the consequences of not doing it
right." Others aren’t convinced that competition will happen and
don’t understand that the company "will lose market share even
with good service."

LRI e

Competition
i
10 *

N

B

Employees familiar with the competitive factors suggested that
the company could run into competition before it is ready in
certain areas within large commercial customers. For example,
competitors for the local telephone service are emerging, The
company needs to clearly communicate how employees should
deal with these providers.

Marketing groups selling to large customers or involved in
partnerships with potential competitors seem to have specific
policies in place to direct employee behavior. However, the
company may not have thought about expected behavior from
employees when dealing with new entrants to the marketplace.
For example, if a new entrant announces a competitive offering,
what activities can be used to maintain market share that are also
permissible within company policy?

Some employees perceived that the focus on revenues generated by
large corporate business neglected the interests of smaller customers.
For example, service employees may forward requests for information
from small customers in remote areas to the appropriate marketing
groups, only to learn that marketing chooses not to devote resources to
such a small volume of business. Some employees perceived this as a
breakdown in corporate values since a commitment was made to the
customer that may not be honored.

One of the most important competitive pressures will be
response time. Some employees indicated that the company is
not geared to move quickly on anything. However, the
companies that are quick and flexible will win the business.

14
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Communications
Proprietary Information

» _ BellSouth increasingly finds itself in situations where its
business partners are also customers, competitors and vendors
(e.g., AT&T). Some interviewees desire more Suidance on
reasonable business practices for dealing with these relationships,
on the boundaries that should be set, and on the protection of the
sensitive and proprietary information of BellSouth, its customers,
and it partners.

. Some employees stated that the company does not do a good job
of identifying sensitive material. "We stamp everything and then
employees don’t believe anything is sensitive.”

. Interviewees are concemned that the guidelines and training for
protection of customer, vendor and internal proprietary
information are inadequate and may result in inadvertent and
inappropriate disclosure to other customers, vendors, other

1 D RBOCS and affiliates. * =~

Internal Communications

*  Management efforts to promote two-way communication have
29 been inadequate;
2q e e
30 ‘_ﬂ . C g semere e
. Some feel that information passed to upper management is

filtered and tinted, refiecting the “shoot-the-messenger” mentality
and resulting in a softened message that doesn’t give a clear
understanding of the problem. "You have to say what they want
to hear." Even employees who did not believe that everyone
"shoots-the-messenger” indicated a need to "create an
environment where people will listen.”

15
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Ethics Effort

Many employees have wried to go through channels to report
concems, but found management to be unresponsive. "It
depends on politics whether you report it. If it makes the
measurements go down, they don’t want to know."
"Management’s mindset was to shut off the information valves
because we were being flooded." “You’d have to tell as a
group. You need to tell as high as possible, otherwise they don't
want to know." While the practice of having employees surface
concerns to their immediate manager is recommended, some
employees have may misunderstand the intentions behind such
requests. For example, they perceive that “paygrades 7 and 8
don’t want to know because then the burden is on them. They’ll

" stop you and make you talk to your supervisor first or they

won't talk to you."

Some interviewees noted that they repeatedly get calls from the
unregulated side asking for information that they aren’t supposed
to have. - |
iy
Employees would like to hear about problems and issues before
they appear in the local newspaper. The fact that they don’t

employees. ' .

Some interviewees stressed the importance of communicating
clearly to employees if downsizing actions are taken in the
furuge.” "=

.

Current information sources, even those that relate directly to the
job functions, are deemed inadeouate.”

Employees are frustrated by the fact that they have been saying
these things for years, but that nothing ever changes.

Company's Commitment

Sornf: feel that the company is only taking these actions due to
publicity and regulatory scrutiny. It is believed that ethics is just

16
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another "program of the month." Employees perceive that
although the words change over the years people interpret what’s
really important from the actions they see. Some feel that the
concemn about ethics is just rhetoric and that the current efforts
will be unheeded. "The only time we hear about ethics is when
we get caught,” Communication needs to come from the top and
needs to be passed down.” '

Many interviewees perceived that some employees view some
normal business practices such as selling as unethical and
therefore -contradictory to company values. Interviewees stated a

need for a better understanding of what the company means by
“ethics,"”

Ethics Office

While the new Ethics Office was known to only about 20% of
the interviewees in the preliminary assessment, internal
communications have increased awareness of the office.
However, those employees who knew of the office still felt that

its purpose and function needed to be communicated more
clearly and periodically reinforced.

Employees wanted to know what the policies and procedures for
investigations of misconduct would be for the new office. Fear
of retribution and breach of confidentiality were particular

concerns stemming from past Security investigations. Some
- - . P e T T R Tt e =
interviewees said,

Some were skeptical about the Ethics Office’s ability to easure
confidentiality. Employees felt that retribution from supervisors

was a real concern,
Y e R e ey

o —

The number of contacts to the office has been extremely low
[most large corporations receive contacts from over 5% of the
employee population annually]. Although the office has been
publicized in internal communications, some employees said that
they would not feel comfortable contacting the office. The high-

level of the office holder and the prominent location of the
office were given as two possible reasons.
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Some employees believe that “{the company is] creating an
environment where everybody is telling on everybody [about]
everything."

Employees perceived that a request to attend ethics training would not be well

received uniess it was presented as an area that had not been well-
communicated in the past, but would be supported in the future,

Code of Conduct and Ehics Policles

2
Z7
2 O

24

People sign Personal Responsibilities, but don’t always read it.
"It’s not a living document." Many at craft level have been told,
"You will sign it,” but according to the union, they are not
required to do so.

Several employees expressed a desire to see consensus from
management on the "grey areas” pertaining to real daily
situations. "Simple areas are easily handled. It's the grey areas
that get us in trouble.” They also indicated that examples on
how to handle such issues should be included in Personal
Responsibilities.

Managers have difficulty explaining and enforcing policies that
are perceived to have double standards. An interviewee said that

n s hard to amculatc the

Interviewees were displeased about restrictive policies on gifts
and entertainment for purchasing employees, a standard that
conflicts with what the company is willing to do for other
compames crnployees g

A number of areas were cited where the current policies may not
be adequate or may not be effectively communicated and
enforced. Specifically, they noted:

. Intellectual property policies: This has become increasingly
important given that a greater number of employees are leaving

at mid-career and going to work with other firms in
telecommunications.
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. Vendor favonnsm. Downsizing has also rcsulted 1n a number of
recent colleagues/friends selling back to the company. One
= _interyiewee noted,’

I_' e

. International business practices: Although employees dn'cctly
involved in international busines¥ were not interviewed, some
employees who were interviewed were concerned about - _ -

ﬂ&

B s

P

competing in the intemational marketplace. They perceived tha:

- L different ways of doing business could expose the company to
|0 . tisks that had not yet been identified.”

CONCLUSIONS & RECOMMENDATIONS

The interviews conducted by the Ethics Resource Center indicate that employees feel that
BellSouth is an ethical company. However, as with most companies, there are several
vulnerabilities to unethical conduct, especially given increasing competition and the
company’s emphasis on measurements.

While the findings from this assessment will provide valuable input into planned ethics
awareness training for BellSouth Telecommunications, changes in the corporate culture, as
well as the applicability of issues for the entire organization, make it extremely important
that: 1) the ethics awareness effort be expanded across the entire organization and 2) suppost
for such an effort be led by the senior executives of the company. The importance of
implementing a company-wide program with the support of top officers and key project
personnel cannot be overstated. This recommendation is based on the following rationales:

. The success of the ethics program depends upon the visible commitment
of executives, managers, and other supervisory personnel to high ethical
standards. Corporate ethics programs are rarely successful when
approached as a grass-roots effort.

. It is important that the ethics effort communicate values throughout the
entire corporation, not only in selected areas. Otherwise, employees

may perceive the effort merely as a response to recent problems in
Florida.

. Commitment of executives and senjor management to address major
issues identified in this assessment and issues that will be identified in
future ethics awareness trammg exercises is crucial. The lack of such a
commitment would lead to cynicism and would foster a misperception
among employees that the ethics effort is a only a "program of the month.”
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Many of the arcas identified in this assessment deal with cultural
changes and organizational issues. It is important for officers and other
key personne! involved in the ethics effort to address these issues before
implementing wide-spread training.
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DRAFT

THE PRELIMINARY ETHICS ASSESSMENT

FOR BELLSOUTH CORPORATION

-

e
This report is a summary of the preliminary values and vulnerabilities assessment
conducted for BellSouth by the Ethics Resource Center, Inc. (ERC). The report is
organized into four sections :

o  Objectives

. Approach
. Conclusions and Recommendations
. Findings

OBJECTIVES

The objectives of the assessment was to determine the appropriate approach and
methodology for ethics training development. The assessment was designed to
elicit employee perceptions of BellSouth values, culture, ethical issues and potential
areas of vulnerability. The findings from this assessment will be used to inform
the ethics awareness and training effort and guide future assessments which would
encompass a broader cross-section of the organization.

APPROACH

The Center gathered data from interviews including John Gunter, Vice President-
Corporate Responsibility and Compliance, individuals participating in the Florida
investigations, and six focus groups, conducted between January 10th and 21st,
1992.

The total number of employees interviewed during the assessment was 52. Three
of the focus groups were conducted in Atlanta, Georgia, and three in Charlotte,
North Carolina. Participants were randomly selected within the parameters of
achieving a cross section of staff functions and line management. Groups ranged

in size from six to ten, with the average being eight participants. At each location
the sessions were divided as follows:

) Session 1: Craft from line organizations
. Session 2: First/Second level staff and line managers

. Session 3: Mid-Level staff and line managers {paygrades i
6s and 7s) :
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CONCLUSIONS AND RECOMMENDATIONS

1

2)

3)

The full assessment should continue through the rest of the organization.
Several serious issues were raised in the groups which are noted in the
findings section. Yet, the assessment covered only a small portion of just
Southern Bell. Several high risk areas have ‘received no coverage at all.

These include: _interna_tional operations, purchasing and the unregulated i

enterprises.

If the training program is intended for broad application throughout the
entire BellSouth organization, then it will be necessary to understand
differences between Southern and South Central Bell, the regulated versus
the unregulated operations. This would allow for greater tailoring of the
program to address the relevant areas of concern for employees.

An ethics program will be necessary to address issues raised in this report
and improve the perception of employees and managers with respect to
the company’s practice of high ethical standards. Several issue areas need
to be dealt with immediately, such as the perceived practice of misreporting
time allocations in the marketing function. Others will require a longer-term
approach, such as the overcoming of the "shoot-the-messenger" environment
discussed below.

Importantly, the company needs to improve its perceived commitment to
ethics rating with its employees. On average, participants rated the
company’s demonstration of high standards as 5.5, on a scale of 1 to 10
with 10 being the ideal. In the Center's experience, this is slightly lower
than the average score for a corporation.
il

The ethics progrfam should key on two primary areas: aligning the
operating values with the stated values, and improving employee and
managers skills in dealing with ethics issues. There was a great
disconnect between the five stated values of the corporation and what
employees perceive to be the actual operating values. Many of the
vulnerabilities to misconduct uncovered by the assessment can be traced to
misplaced emphasis on short term results instead of focus on the
organizational values.

Employees and managers demonstrated a fairly good understanding of key
standards and policies, they did not possess an adequate level of skill in
dealing with ethics issues either proactively or reactively. Mangers stated
that they had never really thought through the specific elements for
promoting an ethical workplace environment. Similarly, employees at lower
levels” overall reaction to dealing with an ethical issue would be to ignore it.
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FINDINGS

This section summarizes the finding according to the following categories:

-

. Industry Characteristics .

o Corporate Culture

. Ol;ganizationél “\}alues

. Vulnerabilities to Unethical Conduct
INDUsTRY CHARACTERISTICS

Interviewees noted that industry members are under intense public scrutiny, at
both the local and national level. In return for a quasi-monopoly status, the baby
bells are expected to conduct business in a manner to maintain the "public trust.”

Historically, the regulation of the telecommunications industry created a monopoly
environment, producing conservative, bureaucratic organizations. However,
interviewees noted that fast-paced changes in the regulatory and market arenas
have transformed a once staid industry into one that seems at times, to be wildly
out-of-control. They noted with some frustration that it is difficult to develop a
clear vision of what the industry and BellSouth will be like three-to-five years into
the future. This sense of uncertainty has increased feelings of anxiety and
insecurity among some employees.

Divesture and deregulation in some areas of the business has led to a new
phenomena for some employees, namely the advent of real competition, with other
baby bells, and independent communications companies. Interviewees noted with
frustration that the "public was never really educated about divestiture, if they
have problems, they don’t understand when we say its not our fault or our
responsibility.” '

CorroraTE CULTURE

BellSouth has a 100-year history and there are still some remnants of the
bureaucratic, monopolistic, measurement-driven, pre-divestiture AT&T culture. The
Overall the company has been perceived as a hardworking, ethical company with
good compensation and benefits. However, when employees joined the company
they thought they had contracted for a job for life. Many employees now feel the

company has violated that pact. "We're in a constant state of reorganization and
change and downsizing."
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There are perceived to be fundamental cultural differences between the two ‘major
telephone subsidiaries, Southern Bell and South Central Bell, which can sometimes
cause friction:

. It was noted that South Central is conservative, non-
- innovative with a market that is declining or stagnant.
They were perceived as drawing a real line between
right and wrong, and their procedures were said to be
better. Their philosophy was said to be "let me ask
first." .

. Southern -Bell, on the other hand was said to be
innovative and futuristic. Their market is growing and
they were said to face more challenges because of the
fast-pace- of the market. Their philosophy was said to be
ﬂwing it-“ . . : L . 5

. BellSouth was seen as different altogether. As one
interviewee said, "They’re just not phone people”.

Managers say they want to treat employees with dignity and respect, but are
perceived to fail in their efforts due to ignorance or insensitivity ("this is the way
we've always done it"), pressure to get results, and poor communications.
"They’ve become very insensitive, you're just a number." On the other hand,
managers and employees alike noted the existence of a civil service mentality,
particularly at the lower levels and craft, where they perceive it is tough to be
fired or to fire someone for poor performance.

There was a perception that most of the executives and employees have worked
within the bell system nearly all of their working lives with little or no exposure
to other companies or industries. Employees fear there may be a certain amount
of naivete, as the company gears up for a competitive marketplace, that could put
the company at a disadvantage both in from a business and an ethical perspective.

A “shoot-the-messenger” environment exists which some interpret as a cultural
artifact inherited from AT&T. Employees are not encouraged to report problems.

Some manager have trouble telling bad news to superiors and subordinates due to

perceived pressure to avoid being labeled “"difficult”, getting demoted or fired. It
was noted that one employee went to the PSC as a customer, and then later got
suspended.

There is some cynicism about catchy phrases or "programs of the month,” used as
rallying points to motivate employees. Employees perceive that upper
management does not take such programs seriously or follow through well with
implementation. A concern was expressed that ethics would be such a program.
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" Establishing cbnsistency between stated and operating values is a critical element

Conflicts among departments exist were also noted with tendencies for "turf

protection” have been noted wherein departments compete with each other and do
not always share useful information, sometimes to the detriment of the total -+

organization. "Departments are constantly at each other’s throats.” "You can't get... -~

two different departments to talk because_they nave two different indices.:

OPERATING VALUES i
R

R

in creating, maintaining and strengthening an ethical operating environment.
Values provide the foundation that can guide subsequent action. Employees look

“to the values as touchstones, especially when they are confronted with new, ~i* %

complex and/or "gray" issues and need guidance to make the right choice.

Stated | Operating

_Customer First Making Measurements
Respect for the Individual Bottom Line

Pursuit of Excellence Conformity

Positive Response to Change

Community Mindedness

While about half of the interviewees could name the stated values, there was a
large disconnect between these and the actual operating values. Most said the
company paid lip service to customer service, but when forced to chose between
service and the bottom line or internal measurements, the customer lost out. The
attempt to take away beepers was one example people cited of the disconnect as
well as an absolute policy of no overtime. In any case, people perceive customer
first means the customer who threatens to go to the PSC.

While it was acknowledged that the company does value it's image in the
community, most thought this reflected concerns for public relations and not for
the actual communities themselves. Some felt the company goes too far in its

zealousness for community programs, such as United Way, as is discussed later in
the findings section.

Changes in culture has lead to grey areas and pressure.
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Vurnerasiumtes o UnetHicar Conouct

Like most large companies in the United States, BellSouth has had its fair share of
what could be considered "common" ethical vulnerabilities: expense-report abuse,
unauthorized use of tools and supplies, drugs and alcohol and petty theft,
Highlighted in this section are: 1) systemic features that could or already have,
created and sustained an environment where such activities are inadvertently
encouraged or tolerated, and 2) potential vulnerabilities where the ethical choices
are unclear or not well-defined. These concerns are divided into the following
categories: : '

. Management Issues
° Measurements, Goal-Setting and Performance Evaluations
. Communication

. Ethics Effort

Management Issues

J Supervisors used to come up through the ranks, now
they come straight out of school and often don’t
understand how to do the job they are supervising. "I
have a second level who can’t read a service order and
then they say its not their job."

. There was concern that training for supervisors was
inadequate. “Supervisor 101 is on the job training. The
course for it doesn’t reflect reality.” "The schools are

excellent, but once you leave, forget what you learned
because it doesn’t apply. Need to have more control
over the environment."

| People don’t have as much contact with the management
as they feel is necessary. “Used to program to get
Supervisors into the field, but that has been
discontinued." Several at craft level did not knew the
name of their second/third level manager. This inability
to get out in the field has resulted in a certain myopia
on the part of management. "They never get out and see
the hill with bodies strewn all over it, all they is the
report that says the hill was taken." "Only time we see
our managers is in a figure head role." '
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This inability to get out into the field has led to poor
~ decision_making in some employees’.views. ..

- %

L)
There is concern that the company depends too much on

after-the-fact detection and controls,

prevention

fﬁere was concern about the direction of the leadership,

bl Y e

particularly with respect to ethics issues. _

hear, but t

rather than on

"They have our best interest at

hey don’t know what do."

Interviewees state that sometimes al lot of real and
perceived pressure is brought to bear to find a job for an
employees relative or friends of upper management, even
when the individuals have flunked job tests.

Employees feel that BellSouth over-supervises them and

overdefines their job.

fudge or ben rules to get the job done.
cited the example of how to write memos, including
specifying what size print for a view graph. *

{

The system can force them to

Interviewees

Participants noted there was alot of discussion of cost
savings and curtailing expenditure then the company
would turn around and seemingly waste money.
"They’ll have meeting at the last minute and fly people
in. There’s not enough planning. Why_not_do_more

. teleconferencing?'?

There appears to be a number of managers exerting
pressure on employees to engage in unethical conduct,

such as s

v T L, T T

e -

plitting up_expense_items.
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_resulted from the bureaucracy.

unless the customer. said.no.%.

Some disciplinary actions are also perceived as
inconsistent with the values of quality and customer
service.

Interviewees perceive that minorities are given more
room when reprimanded and that double standards exist
at every level. "Management has higher degree of
forgiveness for violations than does «raft'.  "When

discipline is not consistently applied, it becomes the stuff
. of folklore:"

Interviewees noted that top executives are not held to the |

same standards as the rest of employees. Double
standards exist with regard to both standards and

 discipline. 4

Sexual harassment not taken as seriously as it should. In
one high level case, -

¥

Employees felt some problems were unintentional and |

T 1ot

-

Many objected to the philosophy . of

Measurements, Goal Setting and Performance Evaluations

WW W
—_5 D

Employees perceive that supervisors condone activity to
circumvent measurements. Interviewees believe this is
probably still the culture today and that it signals to
employees that BellSouth thinks it is okay (interviewees
have observed that their supervisors do no always take
action against employees who falsify trouble reports; they
perceive that management takes no action because
bonuses depend ton the erroneous figures)§
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The emphasis on achievement of measurements -has
created an environment where employees sometimes
circumvent the systems and procedures to reach the

target, without actually fixing the problem or addressing

the issues..

The recent mechanization of measurement reporting has
not stopped all of the abuse. Employees have just fo
new ways to get around the system.

Interviewees perceive a significant gap between what
management says they value and what they reward.

Unrealistic indexes force people to manipulate the reports
or to lie to customers. It was noted in one case, 78% of
the employees did not meet the "number of required
tasks”, but then management upped the requirement.
Interviewees noted there is no consideration of different
levels of difficulty in performing different tasks.

In order to deliver service and to get a good rating they

must improvise in order fo meet expectations.f

Incentive systems have resulted with a tendency to “lad
people up” with things they don’t understand or need.
A confirmation letter now goes our to all customers to
help circumvent these practices. In another case, because
sales are on commission, a Rep went back repeatedly to
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a customer who wasn’t satisfied with a repair.

Othérs think that thé fact that appraisal outcomes have to
conform to a bell shaped curve is also unfair: some

supervisors don't believe they have \employees that

belong in the bottom range.

Managemént is peréeived as having consistently
rewarded the achievement - of results, without
consideration for the means employed.

-~ . o

L2 There is_.not_a,_set process_ for reviewing managers.

l? L L

14

*  Management Team Incentive Awards are perceived to be

L6 manipulated. *
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o Employees perceive that the pressure to give to United
Way is unfair.  Managers and craft believe their
appraisal and their job can be affected by their ability to
sign up.

Communications

o BellSouth increasingly finds itself in situations where its
business partners are also customers, competitors and
vendors, (e.g. AT&T). Some interviewees desire more
guidance on reasonable business practices for dealing
with these relationships, on the boundaries that should
be set and on the protection of the sensitive and
proprietary information of BellSouth.

o Interviewees are concerned that the guidelines and
training for protection of customer, vendor and internal
proprietary information are inadequate and may result in
inadvertent and inappropriate disclosure to other

Zg customers, vendors, other RBOCS and affiliates.
29
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Some Interviewees noted that they repeatedly get calls

from the unregulated side asking for information (for free.,
or in advance of publication date) that they aren’t.s .=

supposed to have.

O EF R

A

Management efforts to promote two-way communication”

have been inadequate.
o
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Some feel that information passed to—upper management
is filtered and tinted, reflecting the "shoot-the-messenger"
mentality. "You have to say what they want to hear.”

Many employees have tried to go through channels to
report concerns, but found management to be
unresponsive. "It depends on politics whether you report
it. If it makes the measurements go down, they don‘t
want to know." “Management's mindset was to shut off
the information valves because we were being flooded."
"You'd have to tell as a group. Need to tell as high as
possible otherwise they don’t want to know. Paygrades
7 and 8 don’t want to know because then the burden is
on them. Theyll stop you and make you talk to your
supervisor first or they won’t talk to you.”

Employees would like to hear about problems and issues

before they appear in the paper. The fact that they don't

fuels the feelings that management does not care or trust
the employees.

Current information sources, even those that relate
directly to the job functions, are deemed inadequate.

Employees are frustrated by the fact that they have been
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saying these things for years, but that nothing ever
changes.

Ethics Effort

o The new Ethics Office was known to only. about 20% of
the employees. Even those who knew of the office felt
the purpose and function needed to be communicated
more clearly and periodically reinforced. "I know of real
problems, but I don’t feel I have anyone to go to.

. Employees wanted to know what the policies and
procedures would be for the new office. They noted that
security did .interviews. and .investigations in North

|12 Carolina. T o
12 | S

. Some feel that the company is only taking these actions
due to the publicity and the regulatory scrutiny. It is
believed that ethics is just another "program of the
month.” Employees perceive that the words change over
the years but people interpret what's really important
from the actions they see. Some feel that the concern
about ethics is just rhetoric and that the current efforis
by the Ethics Resource Center will be unheeded. "Only
time we hear about ethics is when we get caught.”

° Some were skeptical about the Ethics Office’s ability to
ensure confidentiality. Employees felt retribution from
supervisors is a real concern, ¥

L
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. People sign the co%e-otcond ct bljt;'(don't read it. Many
at craft level have been told "you will sign it," but
according the union, they are not required to do so. "It’s
not a living document."

o Interviewee were displeased about conflicting policies on
gifts and entertainment for purchasing employees, a
standard that conflicts with what the company is willing

=2 to do for other company’s employees. ~~ T T
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Managers have difficulty explaining and enforcing these
conflicting policies.  Further, an interviewee noted its
hard to articulate the, ~ i T

N,
e

A number of areas were cited where the current policies
may  not be adequate, communicated and enforced.
Specifically, they noted intellectual property policies apd_
recent_colleagues/friends_selling back to the compan
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-+ BELLSOUTH TELECOMMUNICATIONS
VALUES & VULNERABILITIES ASSESSMENT

PERCEIVED RISK AREAS
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' BELLSOUTH TELECOMMUNICATIONS
- SCOPE OF ASSESSMENT

NUMBER

Individual Interviews 32

.Focus Groups ‘ 192
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L KEY POINTS

e

Focuse’d'on potential ethical risks
Ethical operating environment
Few overarching ethical problems

Maintaining an ethical environment
is an ongoing process
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INDUSTRY CHARACTERISTICS

e Historically regulated monopoly with
- conservative, bureaucratic organization

« Increasing competition in deregulated areas

« Public expectation of higher standards
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CORPORATE CULTURE

Perceptions

Retains monopoly characteristics:
- Measurement driven
- Bureaucratic

Increasing competition
Uncertainty and resistance to change

Cultural differences within BST:

- South Central more conservative and
ceniralized with a stagnant market

- Southern Bell more innovative with -

~ growing markets

- Some state cultures more aggressive
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~ ORGANIZATIONAL VALUES
AND CHARACTERISTICS

Stated
Customer First

| Réspect for the
individual

Pursuit of
Excellence

Positive Response
to Change

Comi'nUnity Mindedness

Perceived

Customer Service

Conformity
Making Measurements

Bottom Line
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Areas of Perceived Risk

Management Issues

Measurements, Goal-Setting and
Performance Evaluations

- Competition
Comlmunication

Ethics Effort
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Perceived Risk Areas
Management Issues

o Supervisory Issues |
- Increased pressure due to downsizing and
~increase in spans of control
- Less management contact with field resulting
~ In poor decision making
- Inadequate supervisor training

5 Leadership
- Risk aversion in decision-making
- Actions speak louder than words

e Disciplinary Practices
- Double standards
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' Perceived Risk Areas
.. Management Issues (Continued)

e Policies and Procedures
- = Lack of monitoring

- Sales pressures to oversell or promise
- features that cannot be delivered

- Managing to budget
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| | Perceived Risk Areas
Measurements, Goal-Setting & Evaluation

e Measurements
- Unrealistic indices
~ Pressure to circumvent
- Revenue recognition
- Manage to budgets
- - Impact on customer service

e Reward Systems

 Performance Appraisals
- Bell-shaped curve
- Weak management development, resulting
in poor feedback to employees
- Career potential
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Perceived Risk Areas
Competition

e Competitors who are customers or suppliers
e Gathering and using competitive information

e Protection of Proprietary Information

-

- =

fan TR




24010360 | LYt

Perceived Risk Areas
Communication

 Upward communications filtered

5§
Y

* "Shoot the messenger” mentality
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- Perceived Risk Areas
Ethics and Code of Conduct

"o Ethics program seen as response
to regulatory scrutiny

oSceptisi*n and Uncertainty about role of
ethics office

e Personal Responsibilities of limited value

e [nadequate ethics policies:
~ Intellectual property
- Gathering competitors’ intelligence
- Vendor favoritism | |
- International business practices
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APPENDIX A

° .
S

VALUES AND VULNERABILITIES ASSESSMENT:

Consultant will conduct a full ethics values and vulperabilities as#essment_for

Company which will consist of:

1. Conduct face to face interviews with 23 Company officers and/or key managers.

2. Mailing and scoring of 3,500 Ethics Questionnaires sent to Company employees.

3. Deliver a finalized, written report and oral presentation of their findings

and recommendations presented to Company.

4. . Conduct six focus groups consisting of craft, lover and middle level

management.

] Fee for above services will be #ith material costs included.

Retention for Services

1. Company has agreed to retain Consultant to perform ethies advisory
services ("Services") for Company pursuant to the terms and prdiiéidns
set forth in this Agreement, together vith attachments.

2. The Services consist of evaluation and assessment of potential or
existing ethical concerns in Company'’s workplace, and measures to be
taken to address the ethical concerns. The scope of the Services is

described fully under Executive and Middle Management Education to this

Agreement.
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DESCRIPTION OF SERVICES.

Executive Education: ' .

Consultant vill provide a moderator to present a one day progranm, "Ethics Training”. -
for officers and Tier I managers with direct reports in Florida in:Séptember énd .
trPining for middle management in Florida (Pay Grades 6 - 7) in Novéﬁgér'and December ™ - %

of 1992.

4A)  All sessions will be moderated by Gary Edwards.

Ea B)© The fee for the officer and Tier I session is The fee includes

conducting sessions and a written case study of current and/or future ethics

issues specific to BellSouth Corporation.

C) Travel, food, lodging and related expenses incurred in connection with

consulting services are billed at cost. Air travel is at -

appropriate business class (other than first), lodging is in £first class (not ﬁg

luxury) hotel, and food allowances and ground transportation are appropriate gg

to the location. Eg;
D) Program materials for participants (i.e., handouts, etc.) will be selected, by

the Consultant and provided by the Company. | - o
E) Presentation materials will be designed by the Consultant or Consultant’s

étaff (i.e., visuals) and reproduced by the Company. ~
F) Food and facilities for the program will be provided by the Company. Eg
G) The fee is based on 20 - 35 participants per session. Eé
") Consultant agrees to deliver the program to officers and Tier I managers with L

direct reports in glorida in September, and training for middle management

(Pay Grades 6 - 7) in November and December 1992. Dates to be agreed upon by

Consultant and Company.

Laadt . DL T el o B > o o o e == @
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;E? I)

An additional Officer'vorkéhop conducted by Gary Edwards will §§?
J)

N,
“K) This agreement is effective on the last date of'signature and expires

December 31, 1993.
HIDDLE MANAGEMENT EDUCATION
1.

Consultant will conduct four, one-day workshops for Florida middle

managers (25-35) per workshop. Professional fees for this service are

| O

and material costs are included in the fee. The workshops will

be delivered by Gary Edwards.

FIRST LINE MANAGEMENT AND CRAFT EDUCATION
\

1. Consultant vill develop a cascade instruction kit to be given to middle
managers during the workshop, including a videotape and a leader’s
guide. This will prepare them to "roll-down™ this training to their
Subordinates.

2.

Company will develop a "Ethics Guide" booklet for employees to assist
them as a job aid in making ethical decisions.

I ?\ -3. Professional fees for this service are fCompany will handle

material reproduction fees and video production and reproduce fees).

jll 4.

Maximum'payments under this contract will not exceed

P T T i S

Material costs for executive vorkshops is included in the wofkshop charge.'
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DESCRIPTION OF SERVICES.

Executive Education: ' ..

N

Consultant will provide a moderator to present a one day program, "Ethics Training“

for officers and Tier I managers with direct reports in Florida in September and

training for mxddle‘management in Florida (Pay Grades 6 - 7) in November and Decembér-

of 1992.

A) All sessions will be moderated by Gary Edwards. .

B) The fee for the officer and Tier I session is ?%he fee includes
conducting sessions and a written case study of cufrent and/or future ethics
issues specific to BellSouth Corporation.

€C) Travel, food, lodging and related expenses incurred in connection with
consulting services are billed at cost. Air travel is at
appropriate business class (other than first), lodging is in first class (not
luxury) hotel, and food allowances and ground transportation are appropriate
to the location.

D) Program materials for participants (i.e., handouts, etc.) will be selected by
the Consultant and pfovided by the Company..

E) Presentation materials will be designed by the Consultant or Consultant’s
staff (i.e., visuals) and reproduced. by the Company.

F) Food and facilities for the program will be provided by the Company.

G) The fee is based on 20 - 35 participants per session.

H)

Consultant agrees to deliver the program to officers and Tier I managers with
direct reports in Florida in September, and training for middle management
(Pay Grades 6 -~ 7) in November and December 1992. Dates to be agreed upon by

Consultant and Company.
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= 1)

An additional Officer workﬁhbp conducted by Gary Edwards will be?
J)

K) This agreement is effective on the last date of?signature and expires

December 31, 1993.

MIDDLE MANAGEMENT EDUCATION

1. Coﬁsultant will'condugt-fdur, one-day vorkshops for Florida middle

managers (25-35) per workshop. Professional fees for this service are

¥

be delivered by Gary Edwards.

FIRST LINE MANAGEMENT AND CRAFT EDUCATION

1. Consultant will develop a cascade instruction kit to be given to middle
managers during the workshop, including a videotape and a 1eader's
guide. This will prepare them to "roll-down" this training to their
Subordinates.

2.

Company will develop a "Ethics Guide" booklet for employees to assist
them as a job aid in making ethical decisions.

) Q3. Professional fees for this service are’ .Company will handle

material reproduction fees and video production and reproduce fees).

_:21 4. Maximum payments under this contract will not exceed

Material costs for executive workshops is included in the wofkshop charge.’

_%nd material costs are included in the fee. The workshops will
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AGREEMENT FOR SERVICES

For and in consideration of the mutual promises Hegrein, BellSouth Corporation,

a Georgia corporation ("Company") and Ethics Resource Ceﬁter; Inc. ("Consultant")

hereby agree as follows:

1. Description of Services. Consultant will perform certain services for Company

upon the terms and conditions hereof and as such services are more particularly
described in Appendix A, which is attached hereto and incorporated by reference

herein.

2. Payment. Company shall pay Consultant the amount set forth in Appendix A
vithin thirty (30) days of Company’s acceptance of Consultant’s services or
Company’s receipt of an invoice, whichever occurs later. Agy expenses to be
reimbursed to Consultant under the terms of Appendix A shall be reascnable and
shall be supported by such documentation as is reasonably required by Company
prior to reimbursement of same. Invoices for professional services shall be
supported by appropriate documentation. Consultant agrees that Company’s
authorized representatives shall, until the expiration of three (3) years after
final payments under this Agreement, have access to and the right to examine all

books, documents, papers and records of Consultant wvhich are associated with any

charges billed or expenses paid or reimbursed hereunder.

3. Relationship. Consultant shall be and act as an independent contractor

hereunder, and neither Consultant nor any agent or employee of Consultant shall be

deemed to be employees for the Company for any purpose vhatsoever. Consultant

AT AT Ay AN S IR
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shall comply, at its own exbense, with the provisions of éll applicable state and.

municipal requirements and with all state and federal laws applicable to

Consultant as an employer or othervise. The services..shall be perfo;mgﬂuin .

accordance with ggneraliy accepted professional standards. : [

performed,, in vhole or in part, or of any right, interest, or obligation hereunder
without Company’s written consent, except an assignment confined solely to monies
due or to become due shall be void. It is expressly agreed that any sﬁch
assignment of monies shall be void if Consultant shall not have given Company at
least ten (10) days prior written notice of such assignment, or such assignment
attempts to impose upon Company obligations to the assignee additional to the
payment of such monies, or to preclude Company from dealing solely and directly
with Consultant in all matters pertaining hereto, including the negotiation of

amendments or settlements of amounts due.

5. Liability. Consultant assumes full responsibility for all damages, claims,
losses or expenses, including damages, claims, losses, court costs, attornéj;s
fees and‘éxpenses of the Company, which may arise directly out of or resul; ﬁrom
the performance of the services as Consultant hereunder and caused by or resuifing
from any error, omission or act of Consultant or any person employed by or under
contract with Consultant and to defend and save the Company harmless from all such

claims, damages and expenses, in an amount not to exceed

A

" 4.~ Assignment by Consultant. Any assignment or delegation of the éervices tb be

™
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6. Confidentiality. The Consultant and Company agree that the following.' '
documents shéll reméin confidentiél to Company and shall not be discloséd'or
othervise made accessible to third parties unless thel!parties are ordered to do so

P

by court of compgtenf jurisdiction ("Confidential Information"):

MR

(i) The Cﬁnsultant's Report on the vaiﬁes and'vulner53i1ity:;sgéésménf‘;téﬁ?
to Company, and all drafts of The Report.

(ii) All handwritten or typevritten notes taken by Consultant’s
employees during interviews, focus groups, workshops and findings
presentations to management. Such notes shall be handled in
accordance with subparagraph c ¢of this section.

(iii) A1l summaries, outlines and workshop aids, including but not
limited to slides or scripts, created by the Consultant.

(iv) The sufvey responses as well as any compilation or énalysis of

those responses prepared by the Consultant, except that the

dggu /i

Consultant may retain a qualified and professional outside company -
to compile and quantify the individual responses.
(v)r The Consultaﬁt's written analysis of findings and recommendations

for future action to be taken by Company, and all drafts of the

. s ~
vritten analysis. O

(vi) The follow-up assessment and survey conducted by the Consultant ‘ég
several months after completion of its Services., The Consultant Ea

e

may retain a qualified and professional ocutside company to compile
. and quantify the individual responses to the survey.
In the event that the Consultant is requested pursuant to subpoena or other legal

process to disclose any of the Confidential Information, the Consultant shall

mroloAaC A S




provide Company with prompt notice so that Company may seek a profective order or
other appropriate remedy. The coﬁfidentiélity of the Confidential_Informatioh ts
to be preserved during the performance of this Agreemént, and vith the exception

of the note$ covered iﬁ 6. c., all documents, originals, copies and drafts should

AGREEMENT NO. BSLI-0145-C

Page 4 of 8

be returned to the Company.

Company and Consultant shall maintain the confidentiality of any and all Services

performed-by the Consultant on behalf of Company. The parties recognize that

confidentiality is required in order to encourage candor among the participants,

and that candor is essential to the effectiveness of the services provided. The

parties agree to take, at a minimum, the following steps to maintain

confidentiality:

a)

b)

c)

Company agrees that any notes (recorded in any form whatsoever) taken

by Consultant employees during the interviews, focus groups and

wvorkshops shall not be provided to Company in the course of reporting

findings from the ethics avareness program to Company ("The Report");
The Consultant shall report its findings and assessments to the

individual or committee so designated by an appropriate authority of

Compény without identifying the interviewees and focus group or

workshop participants as the sources for particular ethical problems,

issues or concerns:

Any notes (recorded in any form whatsoever) taken by Consultant

employees during the interviews, focus groups and workshops will be

destroyed when The Report is provided to Company.
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7. QOwnership of Materials. In connection with the services to be rendered by
Consultant hereunder, certain materials, including'but not limited to market :
surveys, financial analyses, reports or studies (herqinafter "Material") may be
prepared for Company. ‘Such Material shall be treated in accordance vith the |
pafégfaﬁh entitled "Nondisclosure". Owneréhip'of, and all rights in the'Haterial,
including trademafk rights and copyrights applicable to same shall belong
exclusively to the Company and the Material shall constitute a "wofk made for
hire" under the Cobyright Act of 1976. To the extent that the Material is
determined not to be a "work made for hire” or where necessary for any other
reason, Consultant shall provide Company with all such assignments of rights,
covenants and other assistance which may be required for Company, through
trademark or copyright applications and otherwvise, to obtain the full benefit of
the rights provided for herein. If such Material includes materials previously
copyrighted by Consultant or others, Consultant grants and agrees to grant to or
procure for Company an unrestricted royalty-free license to copy such material
with the right to subli¢ense same to BellSouth Corporation or any direct or

indirect subsidiary of BellSouth Corporation.

8. Inventions. (a) Consultant agrees that if any inventions, discoveries or
improvements are conceived, first reduced to practice, made or developed in
anticipation of, or in the course of, work performed under this Agreement, by
Consultant or by one or more of its employees, representatives or agents
(hereinafter "Associates"), Consultant assigns and agrees to assign to Company,
Consultants and its Associates entire right, title and improvements, and any

patents that may be granted thereon in any country of the world.
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(b) Consultant further agrees that, without charge to Company, it will and
will have its Associetes sigh all papers and do all acts whieh ﬁay.be'hecesserY}'
desirable or convenient to enable Company at its expéhse to file and ptosecute

applicatiens for patents on such inventions, d1scoveries and improvements, and to

maintain patents granted thereon. Consultant also agrees to acquire from its ¢

Assoc1ates vho perform the work specified in Paragraph (a) of this INVENTIONS
clause, such assignments, rights and covenants as to assure that Company shall
receive the rights provided for in this clause.

(c) If the use, sale or manufacture of said inventions requires the use of
inventions previously made by Consultant and not originated or developed
hereunder, Consultant grants and agrees to grant to Company an unrestricted,
royalty-free license to make, use, eell and have made said inventions. The

ljcense so granted to Company includes the right to grant an unrestricted,

~
royalty-£free license to make, use, sell and have made said inventions to any ;2;
subsidiary, directly or indirectly, owned by Company. Egi
9. Varranty. Consultant warrants that the services performed under this
Agreehent will prbceed wvith promﬁtness and diligence aﬁd.shail be ekeeuted in a
first class professional manner, in accordance with the highest professional -
standards in the field and te éompany's satisfaction. g
| -
o
10. Publicity. Consultant shall not advertise, market or otherwise disclose to fii

others any information relating to this Agreement, nor commercially use Company’s

trade name or trademarks or those of any of its affiliated companies without

Company’s express written consent.
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11. Non-Discrimjnation. To the extent applicable, Consultant agrees to abide by
the conditions of the attached Non-Discrimination Compliance Agreement, attacheé

hereto as Appendix B and made a part hereof by refgréﬁce.

12, Conflict of Interegt. Consultant agrees to comply with the provisions of the

Conflict of Interest Policy, attached hereto as Appendix C and made a part hereof

by reference.

13. Choice of Law.

This Agreement shall be construed in accordance with the laws

of the State of Georgia.

14. Term. This Agreement shall be effective on the date of the latest signature

o

00nou7o

-

to this Agreement and may be canceled, at any time, by either party, upon one (1)

week’s prior written notice to the non-terminating party, or immediately upon

mutual agreement.

15. Entire Agreement. This Agreement, together with its Appendices A - C,
constitutes the entire agreement between the parties and shall not be chénged
except by written agreement signed by authorized representatives of both parties.
The terms and conditions of this Agreement supersede all prior agfeements and

understanding between the parties, whether express or implied, with respect to the

roL 07

subject matter of this Agreement.




bt o ol S el M, oy AR “om e e

AGREEMENT NO. BSLI-0145-C
Page 8 of 8

IN VITNESS VHEREOF, the Compa‘n.y and Consultant ha¥e executed this gxgreem
duplicate. T 0 | S

ent in

BELLSOUTH CORPORATION

3% st Goe 5 Moper—

ETHICS RESOURCE CENTER, INC.

—
- BY: 90\.» / LLrnaR—n,
(SigpAture) ~ (Signature) 0
.-'B BY: Mr. Roy B. Howard BY: Ms. Lori Tansey
i (Printed Name) (Printed Name)
i
TITLE: Senior Vice President TITLE: Director of Advisory Services
Date: -Zg -2 | Date: B i -92 O
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MAR 21 ‘92 ©5:28MM ETHICS RESOURCE CTR.

W
G
. Etnics Resource CENTER
L€ Advisory Services Group
\ : MEMORANDUM
) | | .
,TO: Scott Boston ' ‘o
/ .

18

Q5
R6

/ FROM: Lori Tansey

 SUBJECT: Revised Professional Fee Estimates

Outlined below are revised professional fee estimates for the Ethics Resource

Center (ERC) with respect to the design, development and implementation of the
ethics initiatives at BellSouth Corporation.

Phase II - Values and Vulnerabilities Assessment

1)  Individual interviews with 35 officers, senior managers and selected
functional heads
- 2) Six focus groups of craft, lower and middle management
3 evelopment, execution and analysis of an employee survey
" frepresentative sample with an expected base size of 1500 employees)
4

Executive briefing on assessment findings with recommendations
5)  Written report and analysis of findings

Professional Fees:,
_Materia.l Costs:  Included in Professional Fees

Phase III - Executive Education .

1) Two oneday ethics awareness workshops for officers/senior

executives (20-35 participants per workshop) _
2)  Written case study of current and/or future ethics issues specific to
BellSouth Corporation

Professional Feess if only one workshop is conducted then the
fees would be’

Material Costs: Included in Professional Fees

i
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Phase IV - Middle Managmnt Education

P!
5
2
o
16
A7

Florida:

A)  Four one-day ethics awareness workshops for middle managers (25-35
participants. per workshop) :

Professional Fees:J _ { . .
Material Costs: Induded in Professional Fees

Rest of BST: . "

A)  One ﬁvb-day frain-the-trainer workshop for select_ec-'l'. personnel (10 to

20 participants) who would then train the middle management.
Professional Fees;: ™ | |
Material Costs: - Included in Professional Fees

Or,

B)  Twenty-eight one-day ethics awareness workshops conducted by ERC

for aﬁproximately 1,000 middle managers (25-35 participants per
workshop) '

Professional Feesy =~ .also reduces the cost of the Florida workshops
by
Material Costs:  Included in Professional Fees

Phase V - First-line Management and Craft Education

Q{-

./\.J’

1)  Preparation of cascade instruction kit to be given to middie managers
during the workshop, induding videotape and leader’s guide

2)  Preparation of a "Ethics Guide" booklet for employees

Professional Fees:g___’___. R .
Material Costs:  Awaiting estimate from former client

BellSouth iy also wish to budget an additional o cover miscellaneous

expenses such as could be incurred from ERC'S participation in pilot testing,
i

unanticipated meetings or additional briefings. Separately, as noted in previous

proposals, BellSouth is also responsible for all travel related expenses incurred
during the course of this engagement.




