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Why is this all necessary?
Don’t companies get it by nhow?

Compliance is important and the right thing to

do ... butit's also beneficial to the firm . . . it
has real value . . . obviously, right?!



Maybe not . . .

compliance value has
been narrowly and
amorphously construed

 liability avoidance
(insurance and [v])

1 business case

= petter company
(culture and returns)




FIVE-YEAR ETHICS PREMIUM: 24.6% ETHISPHERE

According to Ethisphere’s Ethics Index, the listed 2022 World's Most Ethical

GOOD. SMART. BUSINESS. PROFIT.

Companies honorees outperformed a comparable index of large cap companies
by 24.6 percentage points from January 2017 to January 2022.
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Abstract

Depending on who you ask, corporate compliance is either the most valuable initiative a company can invest
in, or simply a type of insurance policy purchased to avoid legal liability. This divergence is problematic
because it leaves the compliance community—companies, regulators, compliance scholars—guessing as to
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Our article
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empirical rigor. This article seeks to address both deficiencies. First, we provide a more robust concept of
corporate compliance value by focusing on how compliance can provide the potential for increased consumer
sales revenue, a metric business leaders and regulators can easily understand and internalize. Second, by
utilizing a validated statistical method called choice based conjoint analysis, we directly and rigorously
measure the revenue generation value of corporate compliance programs. Our article is the first to provide
empirically sound, direct evidence that corporate compliance can create positive revenue enhancing value for
companies. This more complete conception and measurement of compliance value has important
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Our methodology

 Choice Based Conjoint works by giving consumers
hypothetical product choices that vary on product features.

« Once consumers choose one product among a set of three to five,
CBC allows researchers to calculate how important each feature
IS to the purchasing decision and how much a consumer is
willing to pay for a given feature.




Choice based conjoint
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Table 1: Compliance Program Descriptions

Compliance
Program
Name

Compliance Program Description'

Privacy and

Cyber Security

A privacy and cybersecurity program is one that seeks
to protect company, employee, and consumer
information from external parties. A company with a
strong program hires individuals in the company whose
sole job is to monitor cybersecurity and privacy
concerns. In addition, the company trains its employees
to protect both company and consumer information.
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An environmental/health safety programis one that
seeks to decrease the harmful impact that the company's




| Sample of choice set (cell phone)

Color
Camera Quality
Storage

Privacy and

Cybersecurity Program

Price

Phone 1

Red

3MP

32GB

YES Privacy and

Cybersecurity Program

$850.00

O

Phone 2

Black

3MP

32GB

NO Privacy and

Cybersecurity Program

$1000.00

&)

Phone 3 None

Red

12MP

32GB None of these
. options

NO Privacy and

Cybersecurity Program

$700.00

O O
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Our results (dining table n=579)
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Our results (credit card n=573)
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Results Summary 2
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Findings

Our CBC study finds that:

1. Consumers are willing to pay a premium for products that come from
companles with strong or effective compliance programs.

“Consumers will pay more for compliance.”

2. Consumers value products from companies that have compliance programs more
than they value other attributes of those products.

“Compliance is worth more than a pretty phone.”

3. Consumers are willing to pay higher price premiums for compliance programs
targeted to the products they are purchasing.

“Linking compliance programs and products is good business.”




Implications




Questions?




