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Troubling Statements When Ethical  

Lapses Emerge
Why public apologies for corporate faux pas miss the mark

By Marianne M. Jennings, JD

T
he statements an organization’s leader makes 

following public disclosure of ethical lapses 

reveal insights into what went wrong. Why 

something went wrong can sometimes be 

found within those statements. Nearly always, the 

statements provide a window into the organization’s 

ethical culture. A look at the post-disclosure statements of 

several organizations can help your organization on the 

prevention side of ethical lapses.

“What happened does not reflect who we are”

For nearly a decade, General Motors was notified of fatal 

crashes related to problems with its Cobalt and similar 

models. The problems involved the car’s ignition switch and 

the effect was that the ignition could shut down suddenly, 

thus stopping the car, as well as cutting off the ability of the 

passenger airbag to deploy. 

The timeline for the company’s awareness of the ignition 

problem and lack of action has been emerging in dribs and 

drabs and is not favorable for GM.1 The clear conclusion 

gleaned from the information that is now publicly available 

is that company engineers were aware of the ignition issues, 

but that information did not make its way out of the small 

group that made the decision to remain quiet.2 

GM’s new CEO, Mary T. Barra, has admitted, “Clearly this took 

too long,” and apologized to the family members of those 

who were killed in ignition failure accidents.3 

1  Hilary Stout, Bill Vlasic, Danielle Ivory, and Rebecca R. Ruiz, “Carmaker Misled 
Grieving Families on a Lethal Flaw,” New York Times, March 25, 2014, p. A1. 

2  James R. Healey, “GM CEO Admits Recall Tardy,” USA Today, March 19, 2014, p. 1B. 
3  Id. Jeff Bennett and Siobhan Hughes, “A Window into GM’s Woes,” Wall Street 

Journal, May 25, 2014, p. B1. 

However, her statements about what happened among the 

employees and vice presidents reflect misconceptions about 

GM’s ethical culture. “Something went very wrong in our 

processes in this instance and terrible things happened,”4 

and, “Today’s GM will do the right thing.”5 

Those statements reflect a fundamental misunderstanding 

about ethical culture, decisions and actions.

Years ago, a leader told me, “If it happened at your company, 

that is your culture.” Offering, “This is not who we are now” 

indicates that the deeper cultural issues in the company 

have not been explored. The question that GM needs to 

address is this one: “Why would someone at our company 

believe that this behavior is acceptable?” 

And the more shocking the behavior is, the deeper the 

problem. The “why” of the behavior may involve lack 

of communication of values, the unwitting signals of 

incentives, budget pressures, fear of termination, concerns 

about the company’s evaluation process, or past decisions 

that sent signals about acceptable behavior. Those 

embedded cultural issues are not changed simply by the 

words of a new CEO.  

For example, following the 2005 explosion at BP’s Texas City 

Refinery, the Chemical Safety Board concluded:

Beginning in 2002, BP commissioned a series of audits 

and studies that revealed serious safety problems at 

4  Bill Vlasic and Christopher Jensen, “Something Went ‘Very Wrong’ at G.M., 
Chief Says,” New York Times, March 18, 2014, p. B1. 

5  James R. Healey, “GM’s Barra Apologizes to Families,” USA Today, April 1, 2014, 

p. 2B. 
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the Texas City refinery, including a lack of necessary 

preventative maintenance and training. 

These audits and studies were shared with BP 

executives in London, and were provided to at least 

one member of the executive board. BP’s response 

was too little and too late. 

Some additional investments were made, but they did 

not address the core problems in Texas City. Rather, 

BP executives in 2004 challenged their refineries to 

cut yet another 25 percent from their budgets for the 

following year.6

In 2006, when the BP pipeline at Prudhoe Bay, Alaska spilled, 

one BP executive described the Prudhoe Bay spill and 

pipeline problems this way, “Sometimes bad things happen 

to good companies.”7 

Ethical lapses are not the work of 

isolated rogues.

When BP had a 193-barrel oil spill on June 5, 2008, at its 

Atlantis rig, BP’s 2009 internal report concluded: “[Managers] 

put off repairing the pump in the context of a tight cost 

budget,” and “Leadership did not clearly question the 

safety impact of the delay in repair.” A BP safety officer told 

company investigators, “You only ever got questioned on 

why you couldn’t spend less.”8

One year later BP was grappling with the Deepwater 

Horizon, an issue that continues through 2014 as the 

company tries to recover fraudulent payments from its 

6  Accessed May 19, 2010, from www.publicintegrity.org/articles/entry/2085 
(no longer accessible). The report recommended that BP comply with 29 CFR 
1910.119, Process Safety Management of Highly Hazardous Chemicals and 

implement an effective means of process safety management.
7  Jim Carlton, “BP’s Alaska Woes Are No Surprise for One Gadfly,” Wall Street 

Journal, August 12–13, 2006, pp. B1, B5. Id.
8  Guy Chazan, Benoit Faucon, and Ben Casselman, “Safety and Cost Drives 

Clashed as CEO Hayward Remade BP,” Wall Street Journal, June 30, 2010, p. A1.

$20 billion recovery fund. There were design issues in that 

situation that were the result of the pressures to get the 

rig up and running. Their response to the explosion was 

hampered because of similar safety shortcuts. Ironically, BP 

had a new CEO in the midst of these crises, but the culture 

did not change. 

“There are misunderstandings about what happened” or 

“You have to understand our industry”

In the BP Prudhoe Bay spill, an executive from Kinder 

Morgan (a pipeline company) said that Prudhoe Bay has 

been blown out of proportion, “That pipeline is still the 

safest part of the journey, including safer than when you 

put gas in your tank.”9 While that may be true, the statement 

indicates an inability to internalize mistakes.  

At the end of 2013, when we had a spate of hospitals making 

headlines because of surgery overbillings, there was what 

might be called the “We have a really good reason for doing 

what we did” statements that do not take responsibility but 

certainly do speak volumes about the culture. 

Some of the statements issued were, “There was significant 

confusion in our billing.”  Was it confusion? Or, was it signals 

about how billing was done? Or, “It’s a very common 

method by which most of California hospitals deliver and bill 

anesthesia.”10

These types of statements reveal misunderstandings about 

culture. In addition, the statements show a lack of remorse that 

translates into a perception of defiance in the media that then 

translates into, “Keep doing what you’re doing” to employees. 

In the early days of an ethics scandal at Stanford University 

over its billing practices for federal research grant overhead 

(including billing for piano refinishing and bed linens), a 

defiant Donald Kennedy issued this statement: 

What was intended as government policy to build the 

capacity of universities through reimbursement of indi-

9   Jon Birger, “What Pipeline Problem?” Fortune, September 4, 2006, pp. 23–24.
10 Cynthia H. Craft, “Sutter Health Agrees to $46 Million Settlement 

for Billing Practices,” Sacramento Bee, Nov. 5, 2013, www.sacbee.

com/2013/11/05/5881145/sutter-health-agrees-to-46-million.html. 

"e question to address is this one: “Why would someone at our company 

believe that this behavior is acceptable?”
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rect costs leads to payments that are all too easily misun-

derstood. Therefore, we will be reexamining our policies 

in an effort to avoid any confusion that might result. 

At the same time, it is important to understand that 

the items currently questioned, taken together, 

have an insignificant impact on Stanford’s indirect-

cost rate...Moreover, Stanford routinely charges the 

government less than our full indirect costs precisely 

to allow for errors and allowances.11

The message? What fools these government auditors are. We 

are Stanford, and let us continue being Stanford. 

Eventually, Kennedy acknowledged the problem, Stanford 

paid back the overhead expenses, and Kennedy resigned, ac-

knowledging that he was “part of the problem.”12 Sometimes 

the leader’s response to the ethical lapse tells you not only 

what the culture is like but who is responsible for the culture 

that resulted in the ethical lapse and negative headlines. Res-

ignation is a prerequisite for changing the culture.

Offering justification for an ethical 

lapse or claiming that it was an isolat-

ed event is not a signal for change.

Know your true culture

Changing culture is a tall order that requires, first and 

foremost, an understanding of who you are and an 

acknowledgement that the motivations behind the poor 

decisions require something more than: "This is not who 

we are," or "You misunderstand." That the actions taken by 

those in the company have resulted in headlines indicates a 

fundamental disconnect between perception of culture and 

its reality.  

Conclusion

These types of statements reflect misunderstandings about 

organizations, their culture and what it takes to change 

behaviors to prevent the headlines the organization 

faces. Ethical lapses are not the work of isolated rogues. 

Mistakes as large as the ones used here to illustrate 

culture misunderstandings also reflect fundamental 

misunderstandings about the level and rigor of change 

that will be needed to prevent a recurrence. Culture change 

11  Karen Grassmuch, “What Happened at Stanford: Key Mistakes at Crucial 
Times in a Battle with the Government over Research Costs,” Chronicle of 

Higher Education, May 15, 1991, p. A26.
12  Associated Press, “Stanford’s Chief Resigns over Billing Controversy,” Arizona 

Republic, July 30, 1991, p. A8.

requires deep introspection that comes from a willingness to 

accept candor.  

What happened in the organizations used here, as an 

example, was not a situation where an employee woke 

up one day and said, “No more recalls. Too much cost. 

Let’s delay them,” or “Let’s just shovel as much into federal 

overhead expenses as we can,” or, “Forget maintenance and 

repairs. Just get the oil flowing.” 

Culture change requires deep 

introspection that comes from a 

willingness to accept candor.

In each of these organizations, in day-to-day operations, 

there was slippage in complying with rules, there were 

exceptions that were made, pressures to cut costs, individual 

pressures to perform and a gradual descent into unethical 

choices.  

If the organization carries an attitude of, “But, we are really 

good people,” or, “You’re not understanding what we 

face,” then culture change is a doomed project. Offering 

justification for an ethical lapse or claiming that it was an 

isolated event is not a signal for change. 

The real question to be asked, and one that should be part 

of the public response is, “We need to understand why those 

within our organization felt that this decision and these 

behaviors were acceptable.” From there, a leader should 

explore every unwitting signal, from incentives to pressures 

that convinced employees they were doing what their 

managers wanted them to do.  NP
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