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It’s widely recognized that ethical leadership makes organizations function better. Ethical leaders model 
and communicate ethical values, guard employees’ interests, set ethical standards and take remedial 
action when employees act inappropriately. A range of studies show that ethical leadership builds morale, 
reduces the risk that employees will break the rules, and improves organizational outcomes.1

Ethical leaders play a vital role as exemplars of integrity, whom employees tend to emulate with good 
behavior of their own. Their leadership contributes to an ethical environment, which in turn can lead to 
deeper engagement in work, stronger and more effective collaboration, higher productivity, and longer-
term commitment to the company. These behaviors cut costs and should contribute to higher profits. 
“[The] effects of ethical leadership go beyond merely heightening workers’ sensitivity to ethical issues 
and standards; employees trust ethical leaders and display more positive job attitudes and greater job 
performance because of that heightened trust.”2 

Companies led by ethical leaders also benefit from a 
reduction in the reputational and legal risks that can inflict 
deep damage when employees break rules or violate 
standards. The Ethics & Compliance Initiative (ECI) has found 
that every key measure of ethical conduct – misconduct rates, 
pressure to compromise standards, reporting of violations, 
and the frequency of retaliation – is better in organizations 
where ethical leaders have created strong ethical cultures.3 

Ethical Leadership is Important at Every Level

The benefits are greatest when ethical leadership permeates 
the organization at every level of management. It is popular 
to talk about “tone at the top”, and that is important because 
others take their cues from the man or woman in the corner 
office. But if the ethical mindset prevails only at the top, the 
benefit will be limited, especially in larger companies, where the average employee rarely interacts with 
the members of the C-Suite. For large numbers of employees, the direct supervisor whom they work with 
every day is the person whose leadership style matters most. Data shows that the supervisor often is the 
most accessible model for how things are done in the organization.

1  Treviño, Linda K. and Michael E. Brown. “Ethical Leadership.” The Oxford Handbook of Leadership and Organizations,  
edited by David V. Day, Oxford University Press, 2014.

2  Ng, Thomas W.H. and Daniel C. Feldman. “Ethical Leadership: Meta-Analytic Evidence of Criterion-related and Incremental 
Validity.” Journal of Applied Psychology, November 2014.

3  “Ethical Leadership: Every Leader Sets a Tone.” Ethics & Compliance Initiative, 2014.
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Nearly four of ten workers surveyed by ECI in a 2013 study 
pointed to their immediate supervisor when asked who 
they think of as “senior leadership.” When employees look 
beyond the supervisor for cues from leadership, they often 
don’t look far. Another 11 percent of those surveyed by ECI 
pointed to the “supervisor’s boss” as their senior leader, 
and more than one in five pointed to middle managers such 
as the head of their location, region or business unit. Just a 
quarter cited the company president or CEO.4 

Employees also tend to turn to their direct supervisor 
when something goes wrong. ECI data shows that 56 
percent of employees go to direct supervisors first when 
reporting misconduct.5 Other research demonstrates that 
ethical leadership by supervisors rubs off on employees. 
CEB’s Risk Clarity assessment tool has demonstrated that 
employee misconduct and worries about retaliation for 
reporting misconduct fall sharply when direct managers 
exhibit ethical leadership.6  

The Flip Side: Abusive Supervision Poisons the Work Environment

While ethical leadership helps businesses do better, undesirable management behaviors can tear them 
down. Employees take cues – both good and bad – from their leaders, and that is true at the supervisory 
level as well as at the top of an organization. 

We focus here on one aspect of management that is particularly problematic: abusive supervision – a 
form of non-physical hostility and aggression by supervisors against employees who report to them. 
We examine what this means, the impact of abusive supervisors on the people they manage and what 
organizations should do when they discover such toxic leaders in their midst.

Abusive supervision can take many forms, such as ridiculing direct reports about personal traits, focusing 
on employees’ past mistakes, publicly blaming individuals for failures (or alleged failures), and excluding 
subordinates or withholding credit for their achievements. Abuse can be a “hot” and impulsive response  
to the supervisor’s own frustrations and anxiety, or a colder calculated strategy chosen to achieve a 
specific objective. 

4  “National Business Ethics Survey 2013.” Ethics & Compliance Initiative, 2014.

5  “Inside the Mind of the Whistleblower: A Supplemental Report of the 2011 National Business Ethics Survey.” Ethics & 
Compliance Initiative, 2012.

6  “Improving Tone in the Middle.” Compliance and Ethics in Leadership Council, July 2012.
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Significantly, no worker is safe from abusive supervisors. Some may be 
targeted for their failures as an employee; but high performers or well-liked 
employees also may be abused by supervisors who perceive talented workers 
as threats to their own status.7 

Tolerating Abusive Supervision is a Costly Mistake

The exact frequency of abusive supervision is a matter of dispute, but experience tells us that it is more 
common than business organizations like to admit.8 Sadly, abusive supervisors are often tolerated when 
they are high performers who contribute innovative ideas, bring in significant revenue or advance other 
organizational goals. Successful athletic coaches who swear at or threaten team members are arguably 
abusive supervisors who get a pass for their bad behavior and keep their jobs as long as their teams win. 

Frequently, supervisors’ misdeeds may be excused with knowing euphemisms such as “passionate about 
their work,” “has sharp elbows,” “breaks a few eggs,” or “has a unique style.” In some instances, senior 
executives simply close their eyes in order to avoid the confrontation required to rein in the abusers, 
especially those who consistently meet business goals. But the failure to root out abusive supervision 
can poison an organization’s broader work environment by implicitly signaling that the bad practices are 
acceptable to management, which may encourage other supervisors to imitate the abusers.9

7  Moss, Sherry. “Why Some Bosses Bully Their Best Employees.” Harvard Business Review, June 2016.

8  Schat, Aaron C., et al. “Prevalence of Workplace Aggression in the U.S. Workforce: Findings from a National Study”. 
Handbook of Workplace Violence. edited by E.K. Kelloway, et al., SAGE, 2006. Schat et al. estimated that 13.6 percent of U.S. 
workers experienced abusive supervision.

9  Tepper, Bennett J., et al. “Abusive Supervision as Political Activity: Distinguishing Impulsive and Strategic Expressions of 
Downward Hostility.” Politics in Organizations: Theory and Research Considerations, edited by Gerlad R. Ferris and Darren C. 
Treadway, Routledge, 2012.

Whether hot or cold, abusive supervision may be  
driven by a variety of broad goals, such as;

 ✓  Controlling their reports, including poor performers who don’t meet 
business objectives or those who resist the supervisor’s ideas; 

 ✓  Managing impressions up to create a desired image such as the 
supervisor’s competence or toughness; and/or

 ✓  Redressing perceived injustices, perhaps with a retaliatory action 
against an employee who missed a deadline and caused the supervisor 
and/or the group to look bad.



6

BEHAVIORAL ETHICS FELLOWS WORKING GROUP REPORT 

© 2017 Ethics & Compliance Initiative   |  ETHICAL LEADERSHIP AND ITS FLIP SIDE, ABUSIVE SUPERVISION  

When allowed to fester, abusive supervision can erode 
trust in management and weaken employees’ commitment 
to ethical conduct. Good but disillusioned employees may 
respond by cutting corners and violating rules when it suits 
them. One study found that a quarter of misconduct can be 
attributed to employees who copy their supervisors’ bad 
behavior.10

The negative consequences may be greater still if the 
abuse extends beyond one or two targeted individuals to a 
supervisor’s entire group of reports. Such an abusive climate 
can rob employees of the psychological safety needed for 
effective teamwork, collaboration, and the confidence to 
speak up. Instead of sharing their expertise and providing 
healthy feedback to one another and to their supervisor, 
employees may pull inward and form a protective shell that 
reduces their ability to meet work goals.11

More broadly, a study of incivility in the workplace – and 
abusive supervision surely qualifies – found that employees 
almost always find a way to settle the score. Thirty-eight 
percent of those victimized by mistreatment said they 
deliberately decreased the quality of their work; nearly 80 
percent said their commitment to the organization declined; 
and 80 percent said they stayed away from work because 
they were worried about the incident.

Whatever the exact circumstances or causes of the 
abusers’ behavior, its negative effects are typically 
significant and damaging. Abusive supervision makes it unpleasant for employees to come to work, 
drains their enthusiasm, reduces their level of engagement and drives some to seek other jobs. The 
stress of working for an abusive supervisor can lead to health problems for employees. That means lower 
productivity, poorer quality work, higher absenteeism and higher turnover. One study estimated that 
abusive supervision cost U.S. businesses nearly $24 billion a year in absenteeism, health care costs, and 
productivity declines.12

10  Kaptein, Muel. “Why Good People Sometimes Do Bad Things?: 52 Reflections on Ethics at Work.” July 2012.

11  Prisemuth, Manuela, et al. “Abusive Supervision Climate: A Multiple-Mediation Model of its Impact on Group Outcomes.” 
Academy of Management Journal. Vol. 57, No. 5, October 2014.

12  Tepper, Bennett J., et al. “Procedural Injustice, Victim Precipitation and Abusive Supervision.” Personnel Psychology, 
Blackwell Publishing, March 2006.
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The problems abusive supervision cause may not be visible immediately. Indeed, at 
first, an abusive supervisor may appear to be a top performer. But, this case drawn 
from one company’s files shows how things may turn sour and what the company 
did once it unearthed the problem.

A division manager for a multi-national technology company had excellent financial 
results and led a high performing team. However, after several successful years, 
the division’s profits began to decline. At the same time, the company’s Human 
Resources Department noted retention problems in the division and when it sought 
to replace the departed employees with people from other divisions, few attractive 
candidates stepped forward. Sensing something amiss, HR requested a 360 review 
of the division manager’s performance. The review suggested that the manager was 
abusive toward his employees.

Human Resources then spoke with the manager’s peers in other divisions. The 
peers confirmed the abusive conduct; and indicated that the manager’s difficulty in 
collaborating and respecting others was creating serious business problems. Both 
the manager’s reports and peers said that they had been reluctant to speak up 
earlier when the manager was delivering high profits. 

Alerted to the problem, the company terminated the manager. With a change in 
leadership, employee morale and performance picked up and financial results 
improved as well. The experience illustrates the detrimental effect of abusive 
supervision on retention and recruitment, the difficulties of detecting it, and the  
long-term corrosive effect abusive supervision can have on business results.    

The Negative Ripples of 
Abusive Supervision:
A True Story From One Company’s Files
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How Can Companies Nurture Ethical Leaders and Root Out Abusers?

Given the strong benefits of ethical leadership and the negative consequences of abusive supervision, 
organizations should assign a high priority to finding, hiring and nurturing individuals who are already, 
or who have the potential to become, ethical leaders. Some argue that an ethical mindset should be 
at least as important a job qualification as professional skills. One recent study found that in terms of 
net profitability avoiding “toxic workers” is far more important to a company than hiring a “superstar” 
worker instead of an average one.13 Further, the study demonstrates that the benefit of avoiding the toxic 
employee is clear even though the abusive supervisors tend to be high performers.14 

Although each organization will have to identify the measures that fit its values and business strategy, 
research and experience point toward some general guidance to address the challenges outlined above:

 è Companies should strive for cultures and establish values that attract ethical leaders 
and ethical employees. 

Having an ethical reputation gives an organization the opportunity to hire from the best possible pool of 
applicants. Organizations should reinforce the effort to hire ethical leaders with an internal performance 
review/reward system that rewards both leaders and employees with tangible long-term benefits for 
ethical performance. The system also should establish clear consequences for unethical performance and 
they should be applied equally to all members of the organization.

 è Companies should make demonstrated ethical leadership a criterion for promotion. 

Ethical leaders should enjoy an increased likelihood of advancement. Organizations may wish to develop 
very specific ethical leadership standards that leaders must meet in order to be considered for promotion. 
The organization may consider whether the leader is trusted and respected by peers and followers; does 
the leader nurture and develop followers; is the leader open to input; does the leader create ethical 
standards of conduct and hold followers accountable to them; does the leader discuss ethical issues with 
followers; does the leader role model ethical behavior every day?

 è Training programs for managers and supervisors should include an emphasis on ethical 
leadership  

On-boarding procedures and training programs should place a premium on ethical leadership, especially 
for senior leaders, but also for managers at all levels. These programs should teach leaders how to inspire 
employees to strive for values-based performance and also how to nurture a “speak-up” culture in which 
employees learn to share ideas and concerns with supervisors and other leaders. The training should 
ensure that abusive supervision is defined and the negative impacts are discussed.

13  Housman, Michael and Dylan Minor. “Toxic Workers.” Harvard Business School (working paper), November 2015.

14  Houseman and Minor found that avoiding a toxic worker returns nearly 2-to-1 compared to returns generated by hiring a 
superstar, which they define as a worker in the top 1 percent of productivity.
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 è Work actively to identify abusive supervisors

Organizations need procedures such as confidential helplines and other safe reporting mechanisms 
to encourage employees to report an abusive boss. And when that report comes in, it must be taken 
seriously. On the theory that employees leave managers not organizations, exit interviews with 
departing employees or data analysis of turnover may help identify pockets of supervisory abuse even 
when existing employees are reluctant to blow the whistle on a problematic boss. Conducting 360 
reviews also may flag areas of abusive supervision or other potential trouble spots.

 è Help employees address the fallout from abusive supervision

Abusive supervision takes a toll on employees. Some employees may need help with the emotional 
impact even after the supervisor is dismissed or affected employees move to other positions away from 
the abusive boss. Organizations might appoint an ombudsman, designate a compliance officer with 
special responsibility for abusive supervision or create some other monitoring and follow-up process to 
support affected employees. 

 è Develop and Enforce Clear Zero Tolerance Policies 

Organizations must develop strong anti-abusive supervision policies and corresponding training for all 
employees. The effectiveness of such efforts depends on quick and effective action by the organization 
when abusive supervision is identified. The precise solution is likely to vary with circumstances, but 
termination, counseling and training, or reassignment to a non-supervisory role may be appropriate 
depending on the facts. Whatever the resolution, addressing the issue firmly reduces the odds that 
such conduct will become widespread by letting employees and supervisors alike know that abusive 
supervision will not be condoned or tolerated. Conversely, allowing such conduct to persist or 
responding with a weak slap on the wrist virtually invites its spread. Just as employees 
tend to take cues from leaders’ positive behaviors, they also mimic bad 
behaviors that management seems to encourage. Finally, this approach 
should make it more likely that employees will report abusive 
supervision when it occurs. 

Building ethical leadership into an organization’s 
culture and also deterring negative behaviors 

such as abusive supervision are keys to business 
success. We hope this paper provides a useful 

overview for approaching these twin challenges. 
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