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Introduction
For two decades, the Ethics & Compliance Initiative (ECI) has routinely conducted 
its National Business Ethics Survey to give readers insight into corruption and 
corporate malpractice that has plagued American businesses. The most recent 
survey, dating back to 2013, uncovered a disturbing trend—most corporate 
misconduct was the result of continuous, ongoing behavior. In fact, only 33 percent 
of reported incidents were one-time events.

This trend begs the question: “How can such behavior be allowed to fester in so 
many organizations?” Unfortunately, much of the blame can be laid at the feet of 
management.

According to the survey, 60 percent of workplace misconduct involved someone 
with “managerial authority.” And senior managers were frequently culpable, 
representing 24 percent of violations (a higher rate than mid-level or front-line 
managers).

ECI uncovered further executive corruption in its 2016 Global Business Ethics 
Survey, which found that in the private sector, the majority of bribery incidents 
also involved management—senior managers in 23 percent of cases and middle 
managers in 32 percent of cases.

In this whitepaper, we are going to review examples of how senior leadership has 
turned a blind eye to unethical behavior, the importance of promoting tone at the 
top in your organization, and strategies you can use to encourage ethical leadership.

4 Ways Senior Leadership 
Undermines Company Ethics
1. Setting Unachievable Goals
In pursuit of growth, businesses will often set aggressive growth targets for staff 
performance, such as increasing sales by 30 percent over the previous year. And 
while a well-executed plan coupled with adequate support can work miracles, if 
employees feel pressured to achieve the impossible or aren’t provided sufficient 
resources to get the job done, ethical behavior is routinely one of the first 
casualties.

Employees of the Veterans Health Administration in Phoenix, Arizona succumbed 
to this lapse. Facing pressure to reduce wait times for medical appointments among 
veterans receiving support—one of the main performance indicators used for salary 
increases and bonuses by the government agency—staff began keeping “secret” 
waiting lists and not entering patients into electronic tracking systems.

While employees reported average 24-day waiting periods, patients were actually 
waiting 115 days for appointments—and 40 veterans died while awaiting care.

2. Providing Insufficient Oversight
In the fall of 2016, Wells Fargo was mired in a well-publicized ethics scandal that 
involved the fraudulent creation of roughly 1.5 million bank accounts and the 
application for over 565,000 unrequested credit cards. Under a new incentive plan, 
sales personnel throughout the business were rewarded for the number of new 
accounts that they opened; however, the organization did not install an oversight 
mechanism to monitor this incentive program. 
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https://www.ethics.org/home
https://www.ethics.org/research/nbes/nbes-reports/nbes-2013
https://www.ethics.org/research/nbes/nbes-reports/nbes-2013
https://www.ethics.org/research/gbes
https://www.ethics.org/research/gbes
http://www.washingtonexaminer.com/inspector-general-veterans-wait-115-days-for-care-in-phoenix-veterans-affairs-system/article/2548993
http://www.washingtonexaminer.com/inspector-general-veterans-wait-115-days-for-care-in-phoenix-veterans-affairs-system/article/2548993
https://www.nytimes.com/2016/09/09/business/dealbook/wells-fargo-fined-for-years-of-harm-to-customers.html?_r=1
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Lacking proper monitoring, corruption bloomed. Bank staff quickly began adding 
unrequested accounts to existing customers and using private bank records to fill out 
applications for unwanted credit cards. 

As a result of this scandal, Wells Fargo not only took a major hit in consumer 
confidence, but it was forced to pay out $185 million in fines, including a $100 million 
penalty from the Consumer Financial Protection Bureau—the largest penalty that the 
bureau had ever issued.

3. Engaging in Retribution
According to the National Business Ethics Survey previously mentioned, only 63 
percent of employees reported violations when they saw them, perhaps because 
roughly 21 percent of these reporting staff members experienced some manner of 
retribution.

Just recently, it was announced that the American CEO of Barclay’s was under 
investigation by British authorities as well as New York’s Department of Financial 
Services for attempting to uncover the identity of an anonymous whistleblower. Along 
with a formal reprimand, the executive will experience a “very significant compensation 
adjustment” to his benefits package.

4. Neglecting Complaints
Ignoring a problem will rarely make it go away and can often make things worse. At 
least, that’s what a grocery chain discovered when it was forced to pay out $487,500 
for failing to respond to the sexual harassment complaints of seven of its employees.

These workers repeatedly reported to supervisors and security staff that they were 
routinely being harassed by a customer, but management refused to act, stating they 
would only do so if they personally saw the harassment. The U.S. Equal Employment 
Opportunity Commission (EEOC) disagreed with this strategy, leading to the harsh 
financial penalty.

The Importance of “Tone at 
the Top”
Among enforcement and monitoring agencies, there is a broad consensus that 
the actions of management are critical in building an ethical business. In fact, the 
Association of Certified Fraud Examiners (ACFE), the U.S. Department of Justice (DOJ), 
the U.S. Securities Exchange Commission (SEC), and the Organization for Economic Co-
operation and Development (OECD) all cite “tone at the top” as a primary ingredient for 
an ethical corporate culture.

“Tone at the top” is a phrase regularly used to define the ethical atmosphere created in 
an organization based on the openness, honesty, integrity, and behavior of the board of 
directors and senior leadership.

Bill Baer, an assistant attorney general for the Antitrust Division of the U.S. Department 
of Justice (DOJ) stated in a 2014 speech that “[t]he board of directors and senior 
officers must set the tone for compliance to ensure that the company’s entire 
managerial workforce not only understands the compliance program but also has the 
incentive to actively participate in its enforcement.”

Similarly, in an anti-corruption resource guide jointly developed by the DOJ and the 
U.S. Securities Exchange Commission (SEC), the agencies echoed this sentiment 
stating: “By adhering to ethical standards, senior managers will inspire middle managers 
to reinforce those standards. Compliant middle managers, in turn, will encourage 
employees to strive to attain those standards throughout the organizational structure.”
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http://money.cnn.com/2017/04/10/investing/barclays-ceo-pay-cut-whistleblower/
https://www.eeoc.gov/eeoc/newsroom/release/5-5-14a.cfm
http://www.acfe.com/uploadedFiles/ACFE_Website/Content/documents/tone-at-the-top-research.pdf
https://www.justice.gov/criminal-fraud/fcpa-guidance
https://www.sec.gov/news/speech/2014-spch062314mjw
https://www.oecd.org/daf/anti-bribery/44884389.pdf
https://www.oecd.org/daf/anti-bribery/44884389.pdf
https://www.justice.gov/atr/file/517741/download
https://www.justice.gov/sites/default/files/criminal-fraud/legacy/2015/01/16/guide.pdf
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3 Strategies Senior Leaders 
Can Use to Promote an Ethical 
Culture
1. Rethink Decision-Making
To build a culture of ethical employee behavior, your corporate structure—including 
C-level executives and your board of directors—needs to incorporate ethical 
considerations into every business conversation. Before deciding to raise prices or 
launch a new service or expand into a new market, encourage leaders to examine what 
ethical risks any of these moves could pose and what measures need to be undertaken 
to ensure proper oversight.

2. Reward Ethical Behavior
While your business may already track the financial performance of your employees, it 
should also closely track their ethical performance. And these ethical decisions should 
be regularly highlighted during performance reviews.

If your organization is willing to award and promote staff members that bend conduct 
guidelines for an improved bottom line, don’t be surprised when their peers begin 
to outright break them. According to research produced by behavioral economist 
Dan Ariely, employees (including managers) are more likely to engage in increasingly 
dishonest behavior when exposed to existing corruption. 

These efforts should extend into hiring processes as well. By establishing the ethical 
responsibilities of every staff member in their job descriptions, your business can make 
it clear that appropriate behavior is the “norm” for your organization, not the exception.

3. Provide Guidance and Compliance Training
Throughout their day-to-day activities, your employees will routinely be faced with 
real-world ethics and process questions that they will need to be able to navigate. 
To help guide them to the proper choice, establish and document clear corporate 
guidelines that outline what is and is not appropriate behavior for your organization.

In addition, provide ongoing compliance training that acquaints staff not only with 
company policy but also the federal, local, and international regulations that apply to 
your industry. Armed with the appropriate knowledge, your employees are less likely to 
make costly mistakes or poor choices in the heat of the moment.
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Don’t Forget the “Tone at the 
Middle”
Depending on the size of your organization, most employees will rarely, if ever, have a 
conversation with the CEO or board or directors. However, they will interact with their 
direct manager on a regular basis. 

Any companywide guidelines or ethics policies will be viewed through these 
interactions, so if an employee’s direct supervisor acts dismissively towards an 
upcoming ethics discussion or training session, most employees will follow suit. 
Conversely, if their manager regularly emphasizes the ethical facet of day-to-day 
business activities, most staff will quickly realize that ethical behavior is one of their 
core job responsibilities.

Encourage middle managers to make business ethics a common topic in departmental 
and team meetings. In particular, managers should regularly discuss:

• Ethical dilemmas that may typically arise for the team or department

• Consequences of violating established guidelines

• Updates to company policies

• Mechanisms for reporting misconduct

Conclusion
With a healthy tone at the top (and tone at the middle), your organization can foster 
an ethical culture. And by making it clear that ethical behavior is a priority for everyone 
in the company—especially among the most senior leadership—your organization can 
better limit the opportunity and incentive for staff to misbehave.

Of course, while your business can never fully prevent the errant behavior of a rogue 
employee, by taking these measures, your organization can discourage employee 
misconduct from tarnishing your reputation, your brand, and your finances.
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About EVERFI
EVERFI is the leading education technology company that provides learners of all ages education for the real 
world, through innovative and scalable digital learning. Protecting your people and your bottom line, EVERFI 
designs global ethics and compliance courses that educate employees on important skills relating to harassment, 
diversity, security and culture.

Founded in 2008, EVERFI is fueled by its Software-as-a-Service (SaaS) subscription model and has certified over 
16 million learners.  Some of America’s leading CEOs and venture capital firms are EVERFI investors including 
Amazon founder and CEO Jeff Bezos, Google Chairman Eric Schmidt, Twitter founder Evan Williams, TPG Growth, 
The Rise Fund, Advance Publications, and Rethink Education, and Rethink Impact.  The EVERFI Education Network 
powers more than 4,200 partners in their education initiatives. 

Learn more about EVERFI and Corporate Compliance at  
EVERFI.com/Corporate-Compliance

http://www.EVERFI.com/Corporate-Compliance
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