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Ethics at Work

That Tone in the Middle 
Funny things can happen to the Tone at the Top  
on its way to the middle
By Marianne M. Jennings, JD

In the first Bob Newhart comedy show, 
“The Bob Newhart Show” (the one 

with Emily as Bob Hartley’s spouse), the 
Hartleys’ neighbor, Howard, is struggling 
as a single parent. 

Emily, an elementary school teacher 
and then principal, explains to Howard, 
“There are two reasons that children have 
troubles. The first is that their parents pay 
too much attention to them. The second is 
that their parents pay too little attention 
to them. In your case, Howard, you have 
somehow managed to do both.” 

So it is with ethical culture. Problems 
result because of too little attention to 
ethics. Problems also result from too 
much attention to ethics in word and too 
little attention in deed. And, in too many 
organizations, we manage to do all three: 
too much, too little, and a combination 
of both. Problems with the tone in the 
middle may be the perfect illustration of 
this phenomenon.

What is the tone in the middle?

The tone in the middle is senior 
management’s way of saying that the 
organization’s ethics code and policies are 
clear, but middle managers sabotage that 
message, thus sending mixed signals to 
employees. Employees follow the lead of 
their misguided immediate supervisors 
(middle managers), and as a result, the 
company gets into ethical and legal 
difficulty. A classic example in healthcare 
occurs when senior management has clear 
processes and procedures for billing, but 
middle managers encourage upcoding in 
order to make their department revenues 
look better. 

A second, more generic example occurs 
when there are clear organizational 
policies on acceptance of gifts: i.e., 
none. Middle managers sabotage that 
message because they have always 

taken gifts and never saw any harm 
from such gifts, and as a result, 
continue to accept gifts. 

Employees, as fond of gifts as their 
managers, look to their supervisors for 
what is and is not appropriate behavior, 
and take the gifts as well. Resting 
blame at the feet of middle managers is 
sometimes accurate, but the operative 
word is “sometimes.” Sometimes blaming 
the tone in the middle for ethical missteps 
is a misdiagnosis. Sometimes those at 
the top are paying too much attention to 
ethics even as they pay too little attention 
to ethics.

When is the tone in the middle  
not to blame?

Sometimes those in the middle are 
blamed mistakenly. Those times can be 
grouped into three types of behaviors at 
the top: 1) Results emphasis at the top, 2) 
Compensation plans from the top, and 3) 
Ill-defined standards from the top.

The results-matter signal from the top

If the leadership’s emphasis is on results, 
and a great deal of attention is paid to 
achieving those results, then results will 
indeed flow because the middle and the 
bottom hear the top’s tone. For example, 
at the failed bank, Washington Mutual, 
the management mantra was, “The 
Power of Yes.” 

With the top emphasizing that pithy 
phrase, not many loan officers or their 
supervisors were going to turn down 
loans, even those that did not meet 
bank or industry standards. The result 
was a portfolio of mortgages that were 
sub-subprime.1 

At Freddie Mac, the quasi-governmental 
body that collapsed under the weight 
of the 2008 financial market problems, 
emails reflect the middle’s interpretation 
of the tone at the top. The risk manager 
who wrote one email was trying to resist 
further high-risk loans, but recognized 
the futility based on the signals from 
the top: “While you and I will make the 
case for sound credit, it’s not the theme 
coming from the top of the company and 
inevitably people down the line play 
follow the leader.”2

The results-matter problem also 
manifests itself with the problem of too 
much attention and too little attention at 
the same time, something that confuses 
employees. Results of an investigation 
into the failed loans made by the 
Department of Energy illustrate what 
can happen with too-much/too-little 
caused confusion. 

The report concludes that the DOE had 
very stringent and clear guidelines on 
when and how it should make loans to 
alternative energy firms. However, the 
tone at the top was beating the drum for 
more green-energy projects, complete 
with resulting photo ops and considerable 
news stories about their promise. 

The effect of these confusing signals 
was that those clear, careful and 
comprehensive lending standards were 

1 Gretchen Morgenson, “Slapped Wrists at WaMu,” 
New York Times, December 18, 2011, at SB1. 

2 Charles W. Calomiris, “The Mortgage Crisis: Some 
Inside Views,” Wall Street Journal, October 27, 2011, 
p A19. 
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waived in the interest of pleasing the 
top’s expansion and public relations 
program. In the three examples in this 
section, standards fell victim to too much 
attention to results. While the middle took 
part in waiving the standards, the middle 
was responding to inconsistent signals 
from the top.

Compensation plans designed at the top

Just as extensive language signals cause 
the middle to cross ethical lines, so will 
extensive rewards through compensation. 

For example, a Canadian government 
investigation concluded that traders 
(front-line employees and their 
supervisors at several banks) manipulated 
the Libor rate, a benchmark rate that 
controls costs of financial products the 
traders sell. The higher the costs of those 
products, the more the traders stood to 
make personally. 

Setting up a fraudulent scheme to 
manipulate worldwide interest rates is 
just plain wrong, but organizationally, 
the traders were rewarded for doing just 
that for a long time before their activities 
were discovered. 

Dr. Joseph F. Skowron’s fall from 
respected orthopedic surgeon to self-
confessed insider trader is a stunning 
example of how rewards influence 
behavior. Dr. Skowron left medicine 
to become a hedge-fund manager at 
FrontPoint, where he became a richly 
rewarded star for trading healthcare 
stocks for clients. His earnings for helping 
clients earn large returns and avoid losses 

netted him a $7 million home, fancy autos 
and status. 

To keep his success with clients going, 
in his own words, he “slipped into a 
world of relativism where the ends were 
justifying any means.”3 He bribed a 
French physician and researcher to leak 
confidential information about clinical 
trials on a new hepatitis drug being 
developed by HGSI Human Genome 
Sciences. 

With inside knowledge about the problems 
in the clinical trials leaked to him, Dr. 
Skowron was able to sell clients’ holdings 
and avoid losses that were then absorbed 
by unsuspecting investors investing in the 
company because they had no knowledge 
of the negative clinical trials. 

Morgan Stanley bought shares from 
Frontpoint and lost $116 million when 
the stock dropped following the public 
release of the negative information. 

What makes a competent professional 
like Dr. Skowron break the law through 
bribery and insider trading? The financial 
rewards for good management of clients’ 
funds that gave him a net worth of over 
$30 million. Frontpoint could point to 
Dr. Skowron as the tone in the middle. 
However, the better analysis would be 
one that questions how Dr. Skowron was 
able to keep his earnings so high. 

Be careful what you reward, and watch 
the goals that you set for employees and 
their managers. Front-line employees and 
middle managers will get there. 

Two questions the top should be asking 
about performance in the ranks: 

• How are they getting to these 
incentive and compensation plans? 

• Are we devoting enough time and 
attention to discussion of the lines we 
do not cross to get to our goals?

That problem of too little attention comes 
into play here, with too little attention 

3  Peter Lattman, “Hedge Fund Manager Is 
Sentenced to 5 Years,” New York Times, November 
19, 2011, p. B4. 

to values juxtaposed next to goals and 
rewards (compensation and incentives). 

Ill-defined standards at the top

Sometimes the top talks a great deal about 
ethics, in general and lofty terms. The top 
is guilty of, at once, too much attention 
and too little attention. The ethics mantra 
is there, but employees and managers 
have not had the lofty terms applied to 
day-to-day actions. 

The CEO of an ad firm, when asked about 
the firm’s core values, responded: “One 
is integrity. I have a very short fuse for 
anyone who is not going to operate with 
high integrity. If they step over that line 
and start to do things that are suspect 
when it comes to ethics, they’re out 
immediately,”4 

The idea of immediate discipline for 
stepping over the line is terrific. But, 
the definition of integrity and ethics are 
muddled together. Even as there is great 
attention given to making integrity a 
core value, there is too little attention to 
specifics and examples. 

Every statement about ethics should 
be followed by an example. For an ad 
executive, the statement would be: “For 
example, if an associate includes false 
information in an ad, they’re fired because 
our reputation is harmed as a result.” 

Too often the behavior in the middle is 
the result of lots of words but little action 
related to those words. For example, Lloyd 
Blankfein, the CEO of Goldman Sachs, said 
that he believes his company was doing 
“God’s work.”5 Jeffrey Skilling said the 
same when he was running Enron.6 

4  Christine Fruechte, :Where Ideas Are Always on the 
Wall,” New York Times, January 8, 2012, p. BU2. 

5  John Arlidge, “I’m Doing God’s Work, Meet Mr. 
Goldman,” London Times Interview, The Sunday Times, 
November 8, 2009, p. 1.

6  The full quote as it appeared in print was, “We are 
the good guys. We are on the side of angels.” Kurt 
Eichenwald and Diana B. Henriques, “Enron Buffed 
Image to a Shine Even as It Rotted From Within,” 
New York Times, Feb. 10, 2002, p. A1. However, in 
television interviews, Mr. Skilling shortened it to, 
“we are on the side of angels.” Frontline, Blackout, 
July, 2001. 
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Down in the ranks of both companies you 
find skeptical managers and employees 
because they hear the words at the top 
but witness the hypocrisy in action. For 
example, at Goldman, those in the belly 
of the organization referred to their 
customers as “muppets.” A London 
Goldman employee announced his 
departure via an editorial in the New 
York Times that explained the decline of 
integrity at Goldman as follows:

These days, the most common question 
I get from junior analysts about 
derivatives is, “How much money did 
we make off the client?” It bothers me 
every time I hear it, because it is a clear 
reflection of what they are observing 
from their leaders about the way they 
should behave. Now project 10 years into 
the future: You don’t have to be a rocket 
scientist to figure out that the junior 
analyst sitting quietly in the corner of the 
room hearing about “muppets,” “ripping 
eyeballs out” and “getting paid” doesn’t 
exactly turn into a model citizen.7 

When is the tone in the middle  
to blame?

There are indeed times when those in 
the middle should shoulder the burden 
of ethical lapses. That is, unless and 
until those in the middle change their 
behavior to comply with the standards 
set at the top, the organization’s ethical 
culture cannot move forward. If the 
managers in the middle are saying 
things such as, “This is what the top 
says, but don’t worry about it,” then the 

7  Greg Smith, “Why I Am Leaving Goldman,” New 
York Times, March 14, 2012, p. A17. 

countermanding of the top’s message 
needs to be fixed. 

If managers in the middle are part of a 
previous culture in the organization and 
resist change, then having those managers 
remain in place with their attitudes also 
countermands top management efforts. 
These are the managers who say things 
such as: “Executives come and go, and 
always with new programs. We are the 
ones who keep the operation going.” 

There are also managers who do not 
see ethics as a critical component for a 
successful organization. These are the 
managers who say things such as: “If 
we do what they want we are going to 
lose business.” These managers feel the 
industry pressure and are unwilling to 
commit to ethical standards.

These types of middle managers do 
indeed set a negative ethical tone. The 
steps for remedying this resistance are 

training, coaching and, quite often, 
termination. If a problem with the 
managers in the middle does indeed exist, 
then changing those managers may be 
necessary for fixing and/or sustaining an 
ethical culture. 

Conclusion

The key to fixing the tone in the middle 
must begin with proper analysis through 
one overarching question: “Why are these 
managers and employees behaving this 
way?” 

The answer may lie with middle 
managers’ signals, language and 
behaviors. However, before casting 
the first stone at the middle, revisit the 
conduct of the top. Is it too much? Is 
it too little? Or is it the troublesome 
combination of both? Mote-and-beam 
spotting is often tricky in organizations 
because of the introspection required for 
the top. A misdiagnosis of who has the 
mote and who has the beam means that 
the culture cannot be cured or sustained. 
NP
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We can’t solve problems by using the same kind of thinking we used when we created them.
~Albert Einstein


