D Corporate Governance

Thinking Ahead: Managing Risks from Soured Relationships
= IR N ERVS B 1E [ e Mohan Datwani

ffice romance is a governance issue that

affects many Dbusinesses worldwide,

especially in light of the looming threat of

MeToo movement. In the US, it is estimated
that 10% of employees find their partners at the
workplace[1]. About 10% of sexual harassment claims
was stemming from a soured romantic relationship.

There is, however, not much thought of this issue topic in Hong
Kong. The Sex Discrimination Ordinance prohibits sexual
harassment (or unwanted sexual advances) and a related hostile
work environment against all genders and businesses can incur

vicarious liability.

In a case, 18 McDonald's franchisees in Arizona were vicariously
liable to pay nearly US$2M to settle harassment claims filed by

young employees for unwanted touching, offensive comments,

unwelcome sexual advances, and intimidation[2].

Power imbalance

Even without sexual harassment, a power imbalance can lead to
reputational risks. In September 2023, Financial Times reported
that Barnard Looney, BP’s Chief Executive, resigned after he failed
to disclose his past romantic relationships with other personnel in

the organisation fully.

Apart from this, romantic relationship between a manager and a
subordinate gives a perception of favouritism and unfair treatment
to other peers, which could affect morale and productivity. It is,
therefore, not unusual for US companies to have dating policies on
banning romanctic relationship between a manager and a

subordinate.
Disclosure Procedures

From the governance perspective, employers may consider having a
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dating policy to handle the risk and disclosure of a romantic
relationship at work. Also, when two employees disclose a
romantic relationship, the business can revise internal

protocols to prevent over-concentration of power.
Practical tips

e Establsih a dating policy. HR departments could refer to
the US model when designing the corporate’s dating

policy.

e Communicate the policy well. In addition to written
communication and handbooks to promote knowledge
and compliance, there should be related training for staff
across the organisation.

e Keeping the workplace safe. A clear dating policy will
work together with the broader framework, including
training and strong whistleblowing policy, to fight sexual
harassment and provide a safe environment for victim to

come forward.

In conclusion, a dating policy is an essential part of corporate
risk management against vicarious liabilities and reputational
risks. Directors have a fiduciary duty to uphold ethical
standards. To avoid legal and reputational repercussions, the
board should consider leading an organisation in designing an

effective policy in this regard. B0
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