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THE WINNERS OF THE WORLD’S MOST ETHICAL COMPANIES
ARE THE STANDOUTS. EACH FORCES OTHER COMPANIES TO

FOLLOW ITS LEADERSHIP OR FALL BEHIND. EACH USES ETHICAL
LEADERSHIP AS A PROFIT DRIVER.

Ethics are absolute. Business ethics
are relational. And ethical leadership
requires a position of influence.

What does that mean? Certainly there
are absolutes to business ethics, such as
respecting employees and stakeholders,
competing fairly and within the law, and
being a responsible corporate citizen.

Companies routinely compete for
recognition for their “corporate citizen-
ship” or “best place to work” award. And
predictably, a select few pharmaceutical
companies, a handful of consulting and
high-tech firms, and a couple of retailers
appear near the top of the list.

Those lists are based only upon
absolutes.

Not surprisingly, the companies
that appear on those lists usually are
from high net margin industries that
can afford to invest in self-promotion,
and may have a more vested interest in
the awards than other companies. For
example, the consulting firm that knows
it will help them in the ‘war for talent’;
the pharmaceutical company that wants
to blunt criticism over patent practices
or high prices; or the retailer that wants
to attract the higher spending ‘ethical’
demographic shopper.

Yes, many of those companies truly
are ‘ethical’—but those industries
represent only a minority (less than 20%)
of the overall industry of global business,
commerce and workforce.

What about the rest of the economy?
How can we accurately examine and
compare business ethics practices and
leadership when we only look at a small
portion of the economic landscape?

Frankly, we can’t. We need to look at
the relational context.
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The absolutes are the necessary
grounding for a company to have strong
core values to build upon. The context
is the environment in which a company
operates, both geographically as well
as industrially.

The best lens through which to view
a company’s ethical leadership behavior
is to examine a company compared to
other companies in the same industry.
Are they leading, are they following, or
are they ignoring? And to be a leader, the
company needs to have or build a com-
petitive edge, such as size or technology,
which allows it to be influential.

In assembling the 2007 rankings of
the World’s Most Ethical Companies, the
researchers and editors of Ethisphere
examined more than 5,000 companies
across 30 separate industries looking for
true ethical leadership.

We looked for absolutes. We exam-
ined companies in relational context
of their industries. And we looked for
influential leadership that moved others
to change or follow.

Companies were measured in a rigor-
ous eight-step process and then scored
against nine distinct ethical leadership
criteria. Refer to page 21 for more on the
methodology or visit www.ethisphere.
com/methodology to download the
methodology report.

Some may ask, “How can McDonald’s
be on the list?” The answer is that the
food service industry is the largest
industry in the world—and McDonald’s
has clearly stood apart in introducing
healthier food fare, sustainable
packaging, food safety, and ethical
purchasing practices.

The winners of the World’s Most
Ethical Companies are the standouts.
Each of these companies has materially
higher scores versus competitors in their
industries. Each forces other companies
to follow its leadership or fall behind.
Each uses ethical leadership as a profit
driver. And each of these companies
embodies the true spirit of Ethisphere’s
credo: Good. Smart. Business. Profit.

ETHISPHERE COUNCIL
DEFINITION OF ETHICAL

BUSINESS LEADERSHIP

: ™ GOOD.

¢ Companies that proactively engage with
 the communities in which they serve,

: impact, or operate.

i ™ SMART.

: Companies that invest in innovation,

¢ quality and sustainable business practices

¢ that reduce resource consumption in the

 production or use of their products and/or
increase consumer health or safety.

i ™ BUSINESS.
¢ Companies that leverage relative positions of
. influence to affect positive industry change.

: ™ PROFIT.

: Companies that look strategically to

¢ profit fairly from such ethical leadership
business practices, as ultimately only
profit ensures continuance of desired
institutional behavior.

www.ethisphere.com



METHODOLOGY

The World’s Most Ethical Companies—the 2007 Edition

The World’s Most Ethical Companies™ (WME) methodology analyzes companies that go
beyond making statements about doing business ‘ethically’, to translate those words into action.
WME winners demonstrate real and sustained ethical leadership within their industries, putting

the Council’s credo of “Good. Smart. Business. Profit.”” into real business practice.

THE EIGHT-STEP PROCESS OF COLLECTING AND SCREENING INFORMATION

To gather the necessary information to measure industry leaderships against the nine criteria, Ethisphere researchers
and editors screened thousands of companies across the globe through a rigorous, multi-step process. The eight
separate and sequential analyses conducted were:

Steps 1-6 narrowed the candidates to a select few
per industry (Award Finalists), which were then notified
of their candidacy.

Litigation and controversy/conflict analysis

Step 7 consisted of examining outside ethics stakeholders’
reputation and perception of each of the finalist companies.
This includes sending ethics audit letters to customers and
suppliers, and getting input and opinions from nearly two
dozens NGOs and Socially Responsible Investment (SRI) firms.

The final Step 8 involved analyzing the company’s internal
ethics and compliance systems. This involved tapping

into Ethisphere’s database of information on thousands of
corporations’ compliance and ethics programs, as well as
having direct dialogue and surveys with the leadership of
Award Finalist organizations. Step 8 is a critically important
examination of how effectively each finalist company drives an
internal cultural commitment to ethics and compliance, and
how that commitment may benefit their business.

Ethics/compliance programs and systems analysis

THE FINAL RANKING AND SCORING OF THE WORLD’S MOST ETHICAL COMPANIES

. . 5% GOVERNANCE INNovATION 10%
Once all the necessary information was
collected, the companies were scored 15% CITIZENSHIP -, EXECUTIVE

relative to industry peers on nine separate <" LEADERSHIP 10%
criteria. The analysis was segmented into
30 separate industries based on SIC Codes
and given weighted scores for the nine INDUSTRY

criteria shown in the chart. 15% IglJSE'?E’\II\ﬁIS_ LEADERSHIP 15%
Within each industry, the companies

that had a materially higher aggregate

score compared to their competitors were PERCEPTION

. . 0
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More detail on methodology is available at www.ethisphere.com/methodology
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