Metrics and KPIs for an Ethics and Legal/Regulatory Compliance Program
l. Introduction

e Purpose: To define metrics and Key Performance Indicators (KPIs) for evaluating an
Ethics and Legal/Regulatory Compliance program’s success across nonprofit,
hybrid for-profit, and for-profit organizations, ensuring compliance with U.S. federal
laws (e.g., Sarbanes-Oxley Act) and uniform laws (e.g., Uniform Commercial Code).

e Application: As a measurement of an ethics and compliance program, metrics
provide evidence of ethical behavior and legal accountability, tailored to diverse
organizational structures (nonprofit, hybrid, for-profit).

e Background:

o Metrics quantify performance, e.g., number of compliance audits conducted
(Performance Measurement, 2025).

o KPIslinkto goals, e.g., zero regulatory fines (Performance Indicator, 2025).

o The Metrics Reference Model guides measurable indicator selection (Metrics
Reference Model, 2025).

o Schein’s cultural model can guide the selection of KPlIs to those metrics that
will align artifacts, espoused values, and assumptions to foster an ethical
and compliant culture.

o Kotter’s 8-step change model ensures that compliance is embedded into
organizational culture, and provides multiple points performance
measurement of an ethics and compliance program.

Il. Categories of Metrics and KPIs
A. Training and Awareness

e Overview: Ensures employees understand legal and ethical obligations, with
adaptations specific for culture types: clan culture (closely held/nonprofit),
adhocracy (hybrid), and market/hierarchy (for-profit) cultures.

e Metric 1: Percentage of employees/volunteers completing training on federal laws
(e.g., SOX for for-profits/hybrids, HIPAA for nonprofits) and uniform laws (e.g., UCC).

o KPI(Nonprofit): 100% completion within 30 days, including volunteers.

o P (Hybrid): 100% completion within 30 days, covering SOX and sustainability
laws.



o KPI (For-Profit): 100% completion within 30 days, emphasizing SOX and data
privacy (NAVEX benchmark).

Metric 2: Survey scores on compliance knowledge.
o KPI(AW0): Average score 280% on law-related questions (SCCE standard).

o Variation: Nonprofits include patient/community ethics; hybrids add
environmental compliance.

Metric 3: Number of training sessions on legal updates.
o KPI(Nonprofit): Quarterly sessions with 290% staff/volunteer attendance.

o KPI (Hybrid/For-Profit): Quarterly sessions with 290% employee
attendance, including industry-specific updates (e.g., ESG for hybrids, IT
security for for-profits).

B. Compliance with Laws

Overview: Tracks adherence to federal and uniform laws, reflecting fiduciary duties
(duty of care, loyalty) and moral agency.

Metric 4: Number of violations of federal laws (e.g., False Claims Act, SOX) or
uniform laws (e.g., UCC contract breaches).

o KPI(Nonprofit): Zero violations of HIPAA/grant terms annually.
o KPI (Hybrid): 2% of contracts non-compliant with UCC/environmental laws.
o KPI (For-Profit): Violations <3% of workforce annually (COSO benchmark).
Metric 5: Percentage of violations resolved per policy timelines.
o KPI(AUW): 95% resolved within 30 days.
Metric 6: Repeat violations by individuals/departments.
o KPI(AUW): Reduce repeats by =15% year-over-year (Gartner target).
Metric 7: Percentage of contracts compliant with UCC Article 2 (Sales).
o KPI (Hybrid/For-Profit): 298% compliance annually.

o KPI(Nonprofit): N/A or 298% for vendor contracts, if applicable.

C. Reporting Mechanisms



Overview: Encourages transparent reporting, aligning with Schein’s espoused
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values and Kotter’s “enlist a volunteer army” step.
Metric 8: Number of reports via whistleblower/feedback channels.

o KPI(Nonprofit): 15% annual increase in anonymous feedback, reflecting
community trust.

o KPI(Hybrid/For-Profit): 10% annual increase, indicating trust (NAVEX
benchmark).

Metric 9: Percentage of reports leading to actionable findings.
o KPI(Al0): 260% substantiated after investigation (Walmart benchmark).
Metric 10: Response time to reports.

o KPI (Al): Acknowledge 100% within 48 hours (SCCE standard).

D. Regulatory Audits

Overview: Ensures compliance with regulatory oversight, critical for SOX (for-
profits/hybrids) and IRS/state audits (nonprofits).

Metric 11: Number of audits passed.
o KPI(Nonprofit): Pass 100% of IRS/state audits with no findings.

o KPI (Hybrid/For-Profit): Pass 100% of SEC/SOX audits with no major findings
(JPMorgan standard).

Metric 12: Internal audits conducted and issues addressed.
o KPI(Nonprofit): Quarterly audits with 100% issue resolution within 60 days.
o KPI (Hybrid/For-Profit): Monthly audits with 100% resolution within 60 days.
Metric 13: Fines or penalties for non-compliance.
o KPI(AW): Zero fines annually.

Metric 14: Percentage of systems with privileged access controls (SOXIT
requirement).

o KPI (Hybrid/For-Profit): 100% compliance with access controls.

o KPI(Nonprofit): 295% for patient data systems, if applicable.

E. Ethical Culture



e Overview: Fosters ethical behavior, aligning with Schein’s basic assumptions and
governance’s normative principles (transparency, accountability).

e Metric 15: Survey scores on perceptions of ethical leadership.
o KPI(Nonprofit): 290% positive responses on ethical service delivery.

o KPI(Hybrid): 285% agreement on leadership’s sustainability/ethical
commitment.

o KPI (For-Profit): 285% positive responses on ethical commitment
(Ethisphere benchmark).

Metric 16: Frequency of leadership communications on compliance.

o KPI(AW): Bimonthly communications (six annually, per Gartner).

Metric 17: Participation in voluntary ethics programs.
o KPI(Nonprofit): 230% staff/volunteer participation in ethics initiatives.

o KPI (Hybrid/For-Profit): 220% employee participation (NAVEX range).

Metric 18: Number of ethics committee meetings attended.
o KPI(AU0): =50% attendance at quarterly meetings.

lll. Measuring Success or Failure
e Success Indicators:

o Nonprofit: High volunteer engagement, zero HIPAA violations, strong
community trust.

o Hybrid: Balanced SOX/ESG compliance, high substantiation of reports, zero
fines.

o For-Profit: Robust SOXIT controls, low violation rates, strong audit
performance.

+ Failure Indicators: Persistent violations, audit failures, fines, or low trustin
reporting.

o Data Tools: Compliance software (e.g., NAVEX One, Six Sigma for defect tracking).

¢ Reporting: Monthly dashboards, quarterly reports benchmarked against peers
(NAVEX, SCCE).



e Cultural Alignment: Use Schein’s model to ensure artifacts (e.g., training materials)
and espoused values (e.g., codes of conduct) reflect ethical assumptions.

IV. Continuous Improvement

o Feedback: Collect stakeholder input (employees, volunteers, community,
shareholders) via surveys/focus groups.

o Updates: Adjust KPIs annually based on legal changes, cultural shifts (e.g.,
generational dynamics), and peer benchmarks.

e Training: Incorporate audit findings and cultural assessments to prevent violations.

o Change Management: Apply Kotter’s 8-step model to embed KPlIs, creating urgency
(e.g., regulatory risk) and celebrating wins (e.g., audit passes).

V. Case Study: Adapting Compliance KPIs Across Organization Types

e Community Health Alliance (Nonprofit): Achieved 100% training on HIPAA/grant
compliance, zero violations, and 15% increase in community feedback by engaging
volunteers (Kotter’s “volunteer army”).

e GreenWave Solutions (Hybrid): Balanced SOX/ESG compliance, achieved B Corp
certification, and ensured 260% whistleblower substantiation by aligning values
with practices (Schein).

o TechTrend Inc. (For-Profit): Eliminated SOX violations using Six Sigma and BPMN,
achieving 100% audit pass rate and 85% ethical leadership approval.

¢ Insight: Tailored KPlIs reflect organizational culture and governance, with change
management ensuring adoption.

VI. Conclusion

e Summary: Tailored metrics and KPIs ensure ethical and legal accountability across
nonprofit, hybrid, and for-profit organizations, aligning with federal/uniform laws and
cultural/governance frameworks.

¢ Next Steps: Implement tracking systems, assign responsibilities, conduct cultural
audits, and review progress quarterly.
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