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Empowering the CECO At
Small and Mid-Sized Companies

As the case builds for the senior-level “standalone” chief ethics and compliance of-
ficer (CECO), you can’t blame the CECO in the small- to medium-sized company for 
feeling like the last kid on the playground to be picked in kickball.   

Certainly the majority of large multinationals seem to have gotten the memo, and 
lately more of them are creating CECO roles with true positioning, empowerment, and 
direct access to the Board. 

But what about companies with fewer employees and limited resources, which typi-
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cally pass out multiple hats to officers and senior managers? 
In organizations where the CECO is also the general counsel 
(GC) and corporate secretary, or a vice president for finance 
reporting to the CFO, does this mean that the role will be 
marginalized—destined for failure? 

Not necessarily.  With a targeted strategy, flexibility and 
resolve, a smaller company that is serious about compliance 
and ethics can employ a number of mechanisms to bolster 
and strengthen the CECO role while efficiently leveraging 
scarce resources.

How did we get here?
But first, how did we get here? After years of debate on 

the reporting structure for the role of the chief ethics and compliance officer, it seems a 
perfect storm is brewing. Although recasting the CECO as a senior-level, empowered, 
experienced professional (that—gasp!—does not report to the general counsel or even 
further down the food chain) will take time, much of the corporate world has embraced 
the concept that the CECO who sits in the third basement reporting to the vice president 
of diversity (a true story—just ask Ethics and Compliance Officer Association executive 
director Keith Darcy) is destined for failure.  

There are signs we may soon reach a tipping point. The Tenet, Pfizer, Bayer and other 
high-profile settlements have elevated the CECO to equal seniority with the chief finan-
cial officer and the general counsel. Recent Federal Sentencing Guidelines amendments 
acknowledge the value of a CECO with direct, unfiltered access to the board.  Even the 
2010 OECD Good Practice Guidelines suggest the CECO be a “senior corporate officer” 
with adequate autonomy from management.   

Companies may be paying attention to these policy developments. In a recent 
survey conducted by the Society of Corporate Compliance and Ethics (SCCE), 55 
percent of respondents said that their compliance officer reported directly to the CEO.  
Historically, the legal function has seemed to many companies the natural home for the 
CECO.  The need to comply with laws is a natural offshoot of the general counsel’s of-

With a targeted 
strategy, flex-
ibility, and re-
solve, a smaller 
company that is 
serious about 
compliance 
and ethics can 
bolster and 
strengthen the 
CECO role.

Donna Boehme

Donna Boehme is Principal, 
Compliance Strategists, LLC  
(New Providence, NJ).  Her re-
cent white paper, “From Enron 
to Madoff: Why Most Corporate 
Compliance and Ethics Programs 
are Positioned for Failure,” was 
published as part of  the RAND 
Symposium report “Perspectives 
of Chief Ethics and Compliance 
Officers on the Detection and 
Prevention of Corporate Mis-
deeds—What the Policy Com-
munity Should Know”; it can be 
accessed at http://www.rand.org/
pubs/conf_proceedings/2009/
RAND_CF258.pdf



January/February 2011 / 11  ETHIKOS

fice— so goes the conventional wisdom. However, general 
counsel is a full-time job. The bigger the day job, the less 
likely a second layer of CECO responsibility will receive 
adequate time and attention other than on paper.  

Furthermore, the role of the general counsel has a very 
different focus, mandate, and necessary core competencies 
than that of the CECO.  One need look no further than the 
Tenet, Pfizer or HP scandals for evidence of legal-turned-
CECO debacles. There isn’t much more to say about the 
general counsel operating as CECO than the oft-repeated 
quote from Senator Charles Grassley (R-IA) in a 2003 letter 
to Tenet Healthcare Corporation, in response to the inher-
ent conflict of the firm’s general counsel also acting as its 
CECO: “It doesn’t take a pig farmer from Iowa to smell the 
stench from that arrangement.” (See http://grassley.senate.
gov/releases/2003/p03r09-08.htm.)

Small companies that are serious about compliance 
should assign the role, even on a part-time basis, to an 
individual with sufficient time, commitment, intellectual 
curiosity, and ability to do the job, someone willing to be-
come educated in how to be an effective leader and advocate 
of the program.  Even if the CECO does not report to the 
CEO and has another operational or functional responsibil-
ity, many smaller companies are deciding to position the 
role outside of the legal department. 

Although many former attorneys have become suc-
cessful and respected CECOs, legal training alone is not 
sufficient professional preparation for the job. As noted 
by Jose Tabuena, senior vice president of governance and 
compliance with PhyServe Physician Services: “It is the 
trained lawyer who chooses to operate in the attorney 
mindset when in the chief ethics and compliance role who 
is likely to prove ineffective as a CECO.”1   

The message for the small- to medium-sized company 
is that, in the absence of the standalone, senior-level, em-
powered  CECO, the part-time CECO, or the CECO without 
direct reporting line to the CEO, must at a minimum be 
positioned to effectively discharge the role. There must be 
a meaningful and practical focus on the necessary mandate, 
seniority and resources. For those companies that have not 
yet achieved the critical mass for a standalone CECO, yet 
have sufficient risks, personnel, and commercial activity 
that demand a robust approach to compliance, here are 
some suggestions for creating a senior-level, empowered, 
experienced CECO role that can get the job done:

1 See http://www.compliancestrategists.net/sitebuildercontent/sitebuild-
erfiles/tabuena.pdf   
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Define the role of CECO in writing  
Provide a clear, written, detailed job description for 
the CECO role, broadly setting out the overall ac-
countabilities and identifying areas of primary re-
sponsibility (where the CECO will take the lead even 
when there is overlap with another function). There 
are plenty of examples of robust CECO job descrip-
tions in the marketplace. At a minimum, the mandate 
to design, develop, implement and oversee an “effec-
tive compliance and ethics program” that meets the 
U.S. Federal Sentencing Guidelines for Organiza-
tions standard, and other relevant standards, should 
be clearly stated. If the CECO reports to the general 
counsel, this will help establish that the CECO has 
a different set of responsibilities from legal, and that 
where there is a difference of opinion or priorities, 
the company will be better served to hear the CECO’s 
opinion and weigh it independently from that of the 
general counsel.   

Establish a compliance program charter 
More and more companies, particularly in regulated 
industries such as financial services and health care, 
establish a written charter for their compliance and 
ethics program. This charter sets the overall goals, 
breadth, and company commitment for their compli-
ance activities. Carefully developed with input from 
the senior management team, a charter can go hand-
in-hand with the CECO’s job description and together 
form the governing mandate for the CECO. The char-
ter can be officially adopted by the Board in a formal 
resolution as described below.  

Board resolution and reporting 
The Board should pass a resolution confirming the 
compliance program charter and  CECO mandate 
and require the CECO to have unfiltered, periodic (in 
addition to ad hoc) access to the Board. This should 
include regularly scheduled reports as well as an 
escalation policy to the Board when serious matters 
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arise. Reports of the CECO should not be filtered by 
any senior officer. The terms of employment and any 
change to those terms (such as termination of employ-
ment) should be reviewed and approved by the Board 
in advance. These steps help underscore and protect 
the independence of the role. 

Leverage other company resources (and formalize 
the arrangements)  
The CECO should have an independent budget and 
identified resources to do the job. If necessary, the 
CECO can leverage existing personnel (such as col-
leagues in audit, security, HR, or legal) by creating an 
implementation plan that articulates the elements of 
the program they will be supporting. For instance, au-
dit can be requested to regularly add specific “piggy-
back” questions onto their annual audit plan. Security, 
HR. and legal would have responsibilities to support 
helpline investigations and serve as subject-matter 
experts for identified risk areas. 

In each case, mapping out the expected support in 
writing formalizes the resources available to the CECO 
and, by extension, the overall program. This may mean 
that someone else gets a second or third hat to wear, but at 
the end of the day compliance is a shared responsibility of 
every individual in the firm. 

To make the small firm compliance budget go further, 
an excellent resource for the small- to medium-sized en-
terprise (SME) CECO (or any CECO for that matter) is “A 
Compliance and Ethics Program on a Dollar a Day” (Murphy 
2009), a brochure chock full of low to no-cost but highly 
effective compliance ideas and practical activities, available 
for free download at http://www.corporatecompliance.org/
DollarCompliance.

Cultivate a CECO support network  
Ideally, the individual in the CECO role should 
have many years of  in-depth experience, business 
savvy, and the appropriate gravitas and competencies 

to do the job. However, small- to medium-sized en-
terprises typically don’t have the luxury of recruit-
ing an experienced CECO for a standalone role. 
(Often—as the inside joke goes—the job goes to 
whichever wretched manager happens to be out of 
the office the day it is assigned.)

The mistake many companies make is to assume that 
any manager can step into the role of the CECO without 
further developing the necessary experience, skills and 
networks required to successfully discharge it. Many 
good lawyers have failed at the CECO role because 
the core competencies required to be a skilled in-house 
counsel are not the same as those necessary to design, 
implement, and oversee a first-rate compliance program.

Any CECO, even (or especially) a part-time one, 
should be encouraged to access the resources of pro-
fessional compliance and ethics associations such as 
the Society of Corporate Compliance and Ethics or the 
Ethics and Compliance Officer Association, to be able 
to benchmark as extensively as possible and to come up 
to speed quickly. The practice of compliance and ethics 
is one of the most transparent and sharing professions 
on the planet. Networking with other more experienced 
practitioners is a relatively low-cost way of gaining 
much-needed professionalism, context, benchmarking, 
and guidance from a community of peers.

Although these steps are offered with the SME in 
mind, they can also serve as a survival skills guideline 
for the CECO of a large organization that has not yet 
joined the “standalone CECO” clubhouse. Whether a 
large multinational or SME, there is a vast difference 
between an organization with a “paper program” that has 
a CECO in-name-only and one that takes meaningful 
steps to prevent and detect misconduct. 

Regardless of budget or number of dedicated per-
sonnel, a senior-level, empowered CECO with a clearly 
articulated mandate can have an enormous impact on 
the culture of a firm that is serious about compliance 
and ethics. By heeding the steps discussed above, and 
assuming that its Board, CEO and top management have 
the necessary political will, a small- to medium-sized 
company can effectively structure its CECO role, and 
by extension its overall program, for success instead 
of inevitable marginalization and failure. The former 
plays eminently better with prosecutors and may keep 
the SME out of the headlines. !
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