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ABOUT THE ETHICS &
COMPLIANCE INITIATIVE

The Ethics & Compliance Initiative (ECI) is leading the movement for responsible
organizations worldwide through its mission to identify, amplify and certify the practices
that result in the highest level of integrity in organizations. The ECI is made up of the
Ethics Research Center (ERC), the Ethics & Compliance Association (ECA), and the Ethics
& Compliance Certifcation Institute (ECCI).

The ECI connects ethics and compliance professionals in corporate, government
and nonproft organizations with an unparalleled level of resources to support their
implementation of ethics and compliance programs.

As part of the ECI, the ECA is a community that promotes learning through the exchange
of ideas and the sharing of best practice in ethics and compliance programs. The ECA
connects global practitioners, thought-leaders, academicians and partners.

To learn more about the
ECI, visit our website at
www.ethics.org or
call 703.647.2185.
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The Negative Ripples of
Abusive Supervision:
A True Story From One Company’s Files

The problems abusive supervision cause may not be visible immediately. Indeed, at
frst, an abusive supervisor may appear to be a top performer. But, this case drawn
from one company’s fles 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 fnancial
results and led a high performing team. However, after several successful years,

the division’s profts 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 confrmed the abusive conduct; and indicated that the manager’s difculty 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 profts.

Alerted to the problem, the company terminated the manager. With a change in
leadership, employee morale and performance picked up and fnancial results
improved as well. The experience illustrates the detrimental efect of abusive
supervision on retention and recruitment, the difculties of detecting it, and the
long-term corrosive efect abusive supervision can have on business results.
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How Can Companies Nurture Ethical Leaders and Root Out Abusers?

Given the strong benefts of ethical leadership and the negative consequences of abusive supervision,
organizations should assign a high priority to fnding, 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 qualifcation as professional skills. One recent study found that in terms of

net proftability avoiding “toxic workers” is far more important to a company than hiring a “superstar”
worker instead of an average one.” Further, the study demonstrates that the beneft of avoiding the toxic
employee is clear even though the abusive supervisors tend to be high performers

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:

© 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 efort to hire ethical leaders with an internal performance
review/reward system that rewards both leaders and employees with tangible long-term benefts 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.

€& 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 specifc 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?

€ 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 defned 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 defne as a worker in the top 1 percent of productivity.
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