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ABSTRACT. In 1982 Posner and Schmidt surveyed the 
values of 1400 managers. The survey revealed that 
honesty was one of  the qualities that these managers 
admired most in themselves. An earlier study by Brennan 
and Molander indicated that managers believed that 
honesty in communication was their greatest ethical 
challenge. If honesty is a prevalent value among managers 
then why is honesty in communication their greatest 
ethical challenge ? 

This paper presents an insight into the answer to this 
question and into the beliefs and norms of behavior that 
foster either a candid corporate culture or a culture that 
lacks candor. 

During the mid-1970s many articles were 
written about unethical business conduct and 
the need to motivate ethical behavior within 
U.S. corporations. An ethical issue that received 
little attention during this period was honesty 
in communication. According to a 1976 survey 
of a cross-section of Harvard Business Review 
readers conducted by Brennan and Molander 
this issue was the greatest ethical challenge. The 
respondents complained that they were pres- 
sured to support incorrect viewpoints, sign false 
documents and overlook superior's wrongdoing. 
Truthfulness in communicating with top man- 
agement and with client and government agencies 
was cited as the major ethical issue in this 
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survey. Relations with superiors was the primary 
category of ethical conflict. 

Honesty in communication especially in 
internal communications has been an overlooked 
issue in the area of business ethics. All too often, 
honest communication is taken for granted as a 
basic rule of behavior that can be compromised 
to suit an individual or a corporate situation. 
False or deceptive communications can under- 
mine the trust of customers, employees and 
shareholders. Such communications weaken the 
confidence of the general public in the free 
enterprise system. To strengthen trust and to 
instill confidence, management must create 
candid corporate cultures - cultures that are 
characterized by open and honest communica- 
tions. Such cultures will improve management's 
ability to meet the challenging economic envi- 
ronment of the 1980s. In order to create these 
cultures, corporate leaders must be able to 
identify the symptoms of the lack of candor and 
be determined to change the rules of such 
behavior. 

The transmission of information 

In a 1981 study, Henry Mintzberg found that 
40% of the contact time of chief executives was 
devoted exclusively to the tranfer of informa- 
tion. As such, executives must receive informa- 
tion that is descriptive, explanative, interpretive, 
predictive and evaluative in order to guide their 
thinking and decision making. This information 
is received verbally and in reports, memos and 
letters. It can deal with forecasts, budgets, 
personnel evaluations, business assessments, 
plans, investment justifications and notifications 
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of compliance with policies among a host of 
other subjects. Executives must consider com- 
plex choices and therefore require guidance and 
advice from their managers that are truthful and 
reliable. 

A major role of a manager's job is the proc- 
essing of information. Information is received, 
monitored, generated, shared and disseminated. 
As part of this process, managers play a key role 
in influencing the decisions of executives by 
providing them with information about the 
internal and external environment of the corpo- 
ration. This information affects the creation and 
the modification of corporate strategy. Having 
supplied the information the manager then 
translates the objectives and strategic direction 
o f  superiors into the operational goals 
for subordinates. In this manner communica- 
tions about decisions and strategy flow downward 
while information about the environment and 
progress toward objectives flow upward. 

The information that flows in both directions 
may be truthful and candid, free of intentional 
error or omission. Such information provides the 
decision maker with the greatest likelihood of 
formulating realistic objectives and strategies. It 
also allows subordinates to deal more effectively 
with the opportunities and problems that exist 
internally and externally. Truthful communica- 
tions typify a candid corporate culture - a 
culture that encourages sincerity, straightfor- 
wardness and frankness of expression. 

Corporate culture 

Anthropologist Clyde Kluckhohn has defined 
culture as "the set of habitual and traditional 
ways of thinking, feeling, and reacting that are 
characteristic of the ways a particular society 
meets its problems at a particular point in time". 
The substitution of corporation for society in 
Kluckhohn's definition is one approach to 
identifying corporate culture. Edwin L. Baker of 
McKinsey & Company calls it, very simply, "the 
social glue holding a company together". 

This "social glue" has evolved over time and 
has been shaped by internal as well as external 
factors. It is influenced by the industrial culture, 

the specific industry, competition, technology, 
markets and the style of past and present 
management of a corporation. Just as each 
human fingerprint is different so is each corpo- 
rate culture distinctive from other corporate 
cultures. The unwritten, intangible nature of 
each corporate culture makes it difficult to 
define and to understand. Howev, er, each culture 
is a product of its unique values, beliefs and 
rules of behavior. The rules or norms of behavior 
existing within a corporation reflect the percep- 
tion that individual's share of the prevalent 
values and beliefs of a culture. Norms can be 
observed, identified and changed. Dr. Ralph 
Kilmann of the University of Pittsburgh in his 
article entitled 'Getting Control of Corporate 
Culture' outlines an approach to assessing and 
changing cultural norms that he has used success- 
fully with a variety of organizations. 

In the book The Value Issue of Business, 
Alvar O. Elbing states that values are concepts of 
the desirable. As such they comprise the matters 
that are most important to an organization. 
They have a moral dimension and influence the 
beliefs and attitudes of individuals and groups. 
Values are the bases of human activity and it is 
upon them that the purpose and objectives of a 
corporation rest. They are the core of organiza- 
tional culture. 

Beliefs are the mental acceptances of values or 
convictions about values. They are to a great 
extent shaped by the consistency or inconsisten- 
cy between value statements and actions taken 
by superiors and powerful individuals within the 
corporation. If there is consistency, then beliefs 
will influence the norms of behavior which 
would be expected to evolve from values. 
Inconsistency between value statements and 
actions will result in different beliefs and thus 
different norms in accord with the actions of 
superiors. 

The ethical environment of a corporation can 
be expected to be created by the example 
provided by superiors and powerful individuals 
within the corporation rather than by the 
development and declaration of sets of values, 
beliefs and norms. A 1982 survey by Posner and 
Schmidt stated that 80% of their sample believed 
that their organizations were guided by highly 
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ethical principles. When asked what influences 
unethical behavior in an organization, the 
'formal organizational policy' was rated least 
important, while the specific conduct of supe- 
riors and peers was rated most important. 
Cultural beliefs and norms of behavior, as well 
as values are potent factors in determining the 
ethical environment in our corporations and in 
our free enterprise system. 

Indicators of the lack of candor 

According to Posner and Schmidt's survey of 
the values of  1400 managers, honesty was one 
of  the qualities that managers admired most in 
themselves. If honesty is a prevalent value, then 
why is honesty in communication the greatest 
ethical challenge to contemporary managers? 
Why are norms of behavior in communications 
often inconsistent with this value? Why do 
businessmen feel constrained to agree with their 
superiors when they believe otherwise? One 
obvious reason may be fear, that is concern that 
to disagree could mean the destruction of  the 
relationship between subordinates and superiors. 
The superior possesses economic power and 
influence over the status of the subordinates and 
it is this power and influence that can instill 
fear. The subordinate may fear dismissal, demo- 
tion or loss of prestige. As subordinates strive 
for success, advancement, and increased salaries 
they confront conflicting obligations. There is 
the obligation to be truthful and candid in 
communicating with superiors and subordinates 
so that the proper decisions and actions can be 
made and executed. On the other hand, there is 
the obligation for the individual to survive and 
to progress. If truth and candor will threaten 
the later obligation, then misstatement, conceal- 
ment or exaggeration are not surprising out- 
comes. These outcomes can easily become 
norms of behavior within a corporate culture. 

In his book Tough-Minded Management, Joe 
Batten defines candor as applied honesty. He 
refers to it as the 'essential lubricant'. Without 
this essential lubricant management can be 
misinformed, relevant choice alternatives can 
become clouded and decision making can be at 

the very least more complex. The decision 
making process - the conversion of informa- 
tion into action - to be effective and meaning- 
ful requires information that is sincere, straight- 
forward and frank. These attributes of good 
communication can be suppressed or discouraged 
if individuals believe that their economic well- 
being will be threatened or their reputation will 
be damaged by candid behavior. 

There are several indicators of  the lack of 
candor in a corporate culture. The more easily 
identifiable are the following: 

(1) subordinates seeks clues to what manage- 
ment thinks and wants before expressing 
themselves in support and agreement 
only; 

(2) there is a recurrent agreement on various 
issues among managers with a lack of 
any dissenting views; 

(3) there is a reluctance to provide negative 
information or 'bad news'; 

(4) the same information is provided over a 
period of time to justify an action or an 
investment; 

(5) many informal one-on-one meetings 
follow group managment meetings. 

It is by observing behavior that the lack of 
candor can be identified in a corporate culture. 
A sure sign of this affliction occurs when sub- 
ordinates consistently wait for superiors to state 
their views before expressing their thoughts. The 
subordinates then follow to support and agree 
with the superior's position. This situation is 
particularly evident in management meetings 
when proposals are made on a course of action 
and questions or comments are invited from the 
group. If there is a hesitation by subordinates 
to participate until the superior has initiated 
discussion, it becomes obvious that the group 
has been seeking clues to what management 
thinks before indicating their opinions and 
recommendations. 

Another indication of less than candid behav- 
ior becomes apparent during such meetings 
when there is a consistency of  agreement on the 
relevance of  information discussed and the 
actions to be taken on several matters. This 
continuous lack of dissenting views is sympto- 
matic of the belief that dissent is not welcome 
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and that harmonious accord is desired or per- 
ceived to be preferred. A simple test of  this 
belief and the resultant norm of behavior can 
be conducted by introducing a new member to 
the group. This individual will ultimately 
question or take issue with the information or 
the proposed action. At that point, will the 
groups react in a supportive, conciliatory man- 
ner or will it act defensive and resentful? Defen- 
siveness occurs when the group perceives a 
deviation from its accepted, cultural norm. 

Defensive communication often deals with 
facts in a distorted fashion, one in which prob- 
lems and issues are presented with emphasis 
upon predominantly favorable factors. A 
balanced view of a situation with the negative 
as well as the positive considerations is avoided. 
The failure of a pricing strategy, a new competi- 
tive technological development or poor perform- 
ance on a sales forecast are rationalized or 
decorated with positive factors in the environ- 
ment. There is a reluctance to confront the 
reasons for the failure and to deal with the 
actions that will be taken to avoid a recurrence. 
When no one is willing to convey the 'bad news' 
and everyone is anxious to present only 'good 
news', the corporate culture is declaring its 
unwritten belief about truth and candor. 

How often have managers received informa- 
tion justifying an action or an investment 
identical to the data submitted six months or a 
year ago? Surely, some of the assumptions such 
as forecasts or environmental factors have 
changed, even slightly during that period. When 
there appears to be a reluctance to revise and to 
update information there is very likely a dis- 
comfort on the part of those submitting it" 
with becoming subject to challenge or criticism. 
A candid cutture would encourage the presenta- 
tion of the most current view of a situation 
without this fear of diminishing credibility. 

Finally, the last of the more easily identifiable 
indicators is the incidence of many informal 
one-on-one meetings following group manage- 
ment meetings. It is in these sessions that 
frankness of expression takes place. These 'safe 
environments' allow individuals to feel free to 
air their own thoughts and opinions on matters 
discussed in the larger gathering. In effect, these 

secretive candid communications often occur- 
ring behind closed doors manifest a creatively 
insubordinate rejection of  the prevalent lack of  
candor that exists within the corporate culture. 

The foregoing indicators are symptomatic of 
cultures that inhibit the flow of information, 
repress ideas and encourage the support of in- 
correct viewpoints. Such cultures foster the 
greatest ethical challenge that contemporary 
managers face today. Meeting this challenge 
successfully will require making the transition 
to corporate cultures wherein superiors and 
subordinates can discuss sensitive issues candidly 
without fear of reprisal. 

Making the transition 

If the indicators of a lack of candor - norms of 
behavior - previously presented exist in a 
culture, it does not necessarily follow that 
honesty is not a value. On the contrary, this 
'concept of  the desirable' may well be accepted 
as part of the value system. Somehow between 
this concept and the norms of behavior there 
has been a discontinuity. This discontinuity may 
have resulted from an isolated incident or a 
series of incidents that have affected the beliefs 
of the culture. 

An example of discontinuity and continuity is 
illustrated in Figure 1. Honesty is the prevalent 
value of  the corporate culture. The sequence on 
the left outlines the actions of superiors and 
powerful individuals within the corporation that 
are inconsistent with the value. The resultant 
belief prompts defensive, deceptive communica- 
tion. However, in the sequence on the right the 
actions are consistent with the value and the 
resultant belief allows the norm of a truthful, 
candid communication to evolve. 

The first step in making the transition to a 
candid culture from one lacking candor begins 
with the superior's awareness of the need for 
change. The superior must be committed to 
provide an example consistent with the value of 
honesty and be supportive of the process to 
change the existing norms of behavior. This 
commitment must be communicated to other 
top managers with the understanding that their 
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participation will be required to reinforce new 
norms of behavior. 

Initially attention will be focused upon 
behavior during management meetings. It may 
be helpful to have an outsider, possibly a con- 
sultant, prepare a list of the observed indicators 
of the lack of candor and present them to the 
management group for discussion. After the 
group becomes aware of  the existing norms, 
they are then requested to prepare a list of new 
norms that will support more open, straightfor- 
ward communications. The list is consolidated 
and distributed to all group members. At sub- 
sequent meetings the superior will encourage 
participation according to the new norms. 

Prior to each meeting the superior will request 
several attendees to prepare and present ques- 
tions relevant to the issues to be discussed. 
Others will be prepared to present opposing 
views to the proposals to be considered. The 
most senior managers will be selected to critique 
the proposals and the opposing views before 
decisions are made. In this manner the senior 
managers will be providing an example to their 
subordinates of their commitment to encourage 
differing views and stimulate more open com- 
munication. Each manager will be called upon to 
present some 'bad news' that is or could be a 

threat to the corporation. Managers will be 
encouraged to meet one-on-one before group 
management meetings to discuss the progress 
that the group is making in establishing the new 
norms of behavior. At the end of each manage- 
ment meeting the outsider will present to the 
group his views on the progress of the change 
activity. 

Efforts to expand the change activity outside 
the meeting situation should be initiated concur- 
rently. Daily verbal and written communications 
should be questioned and issues confronted by 
the top managers in accordance with the new 
communication norms. Those individuals who 
act according to the new norms should be 
rewarded verbally and ultimately financially 
while those who regress to the old norms should 
be corrected frequently. This process can be 
expected to proceed slowly with participants 
hesitant or reluctant to adopt the new behavior 
due to their discomfort with the risk of being 
candid in a culture that has been defensive and 
deceptive in the past. 

The perceived threat or fear of embarrassment 
of the past must be removed and replaced by the 
belief that sincerity and forthright communica- 
tion will be encouraged and rewarded. Once this 
belief is accepted by members of an organization 
the new norms of behavior will be reinforced 
and a candid culture will be created. 

Candid corporate cultures will allow managers 
to perform their functions in accordance with 
the value of honesty which they admire most in 
themselves. Such cultures will motivate them to 
successfully confront their greatest ethical 
challenge - honesty in communication. By 
doing so, management can and will strengthen 
our corporations and our free enterprise system. 
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