STRUCTURAL FAILURE AT THE TOP

Diagnosing and Repairing the Empathy Deficit in High-Performance Cultures

TELEMETRY READOUT

SOURCE: Businesso Iver 2026 State
of Workplace Empathy | Sull et al. |
Edmondson | Tepper




THE 2026 DATA ANOMALY REVEALS A DISTURBING CORRELATION
BETWEEN TOXICITY AND SHORT-TERM GROWTH

THE CULTURAL THREAT

=

1IN 3 CEOs NOW DESCRIBE

| THEIR OWN CULTURE AS TOXIC
(A +25-POINT JUMP FROM 2025).

-

(A +18-POINT JUMP).

~| 40% OF EMPLOYEES AGREE

—

FOR THE FIRST TIME IN 11 YEARS, THE PEOPLE AT THE TOP ARE USING
HARSHER TERMS TO DESCRIBE THEIR CULTURES THAN THE BASELINE.

100%
90%
80%
70%
60%
50%
40%
30%
20%

REPORTED SIGNIFICANT FINANCIAL GROWTH

10%
0%

THE FINANCIAL PARADOX

70%

TOXIC CULTURES NON-TOXIC CULTURES

=

TOXICITY IS CURRENTLY CORRELATING WITH HIGH FINANCIAL RETURNS.
EXECUTIVES PUSHING HARD FOR SHORT-TERM RESULTS ARE ADMITTING THE
PUSH HAS SEVERE CULTURAL COSTS.
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THE EMPATHY DEFICIT IS THE WIDENING CHASM BETWEEN
EXECUTIVE SELF-IMAGE AND ORGANIZATIONAL REALITY

PLEMENTATlON
A”M ANXETY
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_ FURTHERMORE, 61% OF CEOs ADMIT DEMONSTRATING DAY-TO-DAY EMPATHY HAS BECOME DIFFICULT (UP 32 POINTS).

"73% OF EXECUTIVES IN SELF-DESCRIBED TOXIC CULTURES REPORT FEELING INTIMIDATED THEMSELVES, COMPARED TO 34% OVERALL.
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MOVING PAST VAGUE “TOXICITY" REQUIRES A
PRECISE DIAGNOSTIC VOCABULARY OF HARM

OBSERVABLE BEHAVIOR ACADEMIC SOURCE

CONCEPT

The Toxic Five

DEFINITION

Disrespectful, noninclusive,
unethical, cutthroat, abusive.

Disrespect has the largest

negative effect on culture ratings.

Sull et al.

Destructive Leadership

Systematic behavior violating
organizational or subordinate
interests.

Pro-financial goals but
anti-subordinate treatment.

Einarsen et al.

Abusive Supervision

Sustained hostile
verbal/nonverbal behavior.

Belittling, public ridicule (not
just a "single bad day").

Tepper

Psychological Contract
Breach

Broken reciprocal obligations.

Announcing Al layoffs without
explanation after promising
security.

Robinson & Rousseau

Workplace Incivility

Low-intensity norm violations.

Interrupting, dismissiveness

(which spirals into aggression).

Andersson & Pearson
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[ (Performance s Executive )X (Outcome-Only] — Destructive
Pressure Discretion) Incentives) | — Leadership Pipeline

Under extreme pressure, toxic leadership functions
as a self-relnforcmg mechanical cycle

Performance

Pressure Rises
(Budgets tighten, Al rolls out)

Empathy Deprioritized
(Leaders push for outcomes,
licensing incivility)

Toxicity

_ “ Cycle // :
Hidden Costs Accumulate ¢ \y ’ /~) Psychological Contract
(Attrition and operational risks === Breached
build while short-term financials (Employees are silenced,

appear strong) intimidation rises)

Destructive behavior is most likely when leaders operate in systems that
reward outcomes without scrutinizing how they were achieved.

Key Takeaway:




Standard engagement averages act as a
camouflage net for abusive sub-cultures

Telemetry

Sull et al. Insight: Only ~0.8% of employees
describe their manager as abusive in
Glassdoor reviews.

The Contrast: But those who do rate their
overall culture markedly lower.

Averages wash out small, intense pockets of
harm. Toxic culture is by far the strongest
predictor of industry-adjusted attrition—roughly
ten times more predictive than compensation.
Even before the pandemic, this cost U.S.

| employers $50 billion annually.

Company-Wide
Engagement Score:
| 85% (Green)
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The loss of candor transforms an empathy
deficit into a catastrophic operational risk

CASE FILE 01: EDMONDSON'S
PSYCHOLOGICAL SAFETY

Fear of Retaliation

v

Suppressed Voice

v

Buried Errors

v

System Failure

When employees fear humiliation, learning
behavior stops. Ideas are lost; in safety-critical
industries, disasters occur.

=

' CASE FILE 02: THE BOEING FAILURE
(FAA Expert Panel 2024)

4,000+ pages of documents and 250+ interviews
revealed a severe disconnect between senior
management and employees on safety culture.

Employees hesitated to report concerns due to
fear of retaliation, exacerbated by a structure
where management controlled salaries of
employees with delegated FAA authority.

TAKEAWAY: Boeing illustrates how quickly a
culture of suppressed voice becomes an
enterprise-level crisis.




When internal systems fail, the ultimate cost is
extracted by regulators and the market

(A INCIDENT REPORT

WELLS FARGO
(Incentive Failure)

$3 billion DOJ/SEC settlement (2020). Extreme
product-based sales goals from the top led to 2 million
unauthorized accounts. Front-line staff were fired while
the system persisted.

(A INCIDENT REPORT

CONFEDERATION OF BRITISH
INDUSTRY (Existential Threat)

UK'’s top business lobby lost major members (Aviva, EY)
and government access within weeks (2023). Leaders
tried to resolve harassment internally to protect
offenders.

(A INCIDENT REPORT

GAMING INDUSTRY
(Systemic Inequity)

Activision Blizzard ($54.9M settlement for pay/promotion
inequity; $18M EEOC sexual harassment decree).

Riot Games ($100M settlement for systemic sex
discrimination).

rA INCIDENT REPORT

FORD MOTOR COMPANY
(Manufacturing Harassment)

$10.125M EEOC settlement (2017) over sexual/racial
harassment and retaliation at two Chicago plants,
resulting in 5 years of external monitoring.
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The Cultural Debt Latency Curve: Why toxicity
looks like a rational feature until the debt comes due

Toxicity | ; under
outcome-only mcentlve
models, '

Short-term financial growth
acts as a numbing agent,
masking the immediate pain of
the Empathy Deficit.

But cultural risks show up in
people before they show up in
profits.

Subsurface Cultural Debt

Empathy is the ultimate
leading indicator of long-term
operational viability.




The Al Stress Test is currently cracking weak organizational cultures

28% of CEOs view
Al primarily as a
headcount-

reduction tool.

EXECUTIVE VIEW

in toxic cultures
say Al has
slowed career
progression.

54% of employees

EMPLOYEE VIEW

Psychological Contract
Event: Al creates a much

greater need for
empathy, but leaders are
failing to bridge the gap.

THE TOXICITY DIVIDER

THE TOXICITY DIVIDER

Empathetic Cultures

Toxic Cultures

87% of employees report adequate Al training
(yielding 80% confidence in Al trends).

Only 33% report adequate 64% of employees worried

training.

about Al report recent

mental health issues. ____ |

TAKEAWAY: The burden of a toxic technological transition falls hardest on those with the least positional power.
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Escaping the Empathy lllusion:
Shifting from performative HR to structural governance

THE ILLUSION
(Standard Approaches)

Measurement:
Company-wide average engagement
surveys.

Voice:
Generic anonymous hotlines measuring
success by falling reports.

Capability:
One-off generic empathy workshops for
managers.

Accountability:
Firing low-level offenders while leaving
sales targets intact.

|

THE EVIDENCE-BASED REALITY
(Structural Approach)

Measurement:
Granular, segmented measurement
(team, manager, demographic).

Voice:
Independent oversight channels
tracking careers of whistleblowers.

Capability:
Behavioral criteria tied to performance
and variable pay.

Accountability:
Auditing operational targets for the
harm they necessitate.
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The Architectural Blueprint for Structural Repair

Develop Empathy as a
Practiced Leadership Skill.
(Interpersonal communication).

Layer 4: Voice

Protect Voice and Make
Speaking Up Safe.

(Anti-retaliation infrastructure).

Layer 3: Diagnostics

Diagnose Culture at the Level
Where Harm Occurs.
(Segmented data gathering).

Layer 2: Operations

Reward How Results Are
Achieved, Not Just What.
(Incentives and behavioral criteria).

Layer 1: Governance

Install Independent Oversight &
Board-Level Risk Management.
(Structural repair when trust is broken).

NOTE: There is no single intervention.
These five evidence-based responses
are mutually reinforcing.
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Blueprint Application: Segmented Diagnostics and Behavioral Incentives

al [p . |
{:@ SPEC SHEET 2:
O@ Reward “How”, Not Just “What”

SPEC SHEET 1:
%ﬁ Diagnose Where Harm Occurs

= = | =)
Mechanism: Mechanism:
Use unstructured feedback analysis and Audit targets for harm (can they be met
segment data by team/manager. Track without coercion?). Implement clawbacks.
executive-employee perception gaps. Close the “brilliant jerk” exemption.
Case Study (Uber): Case Studies:
The 2017 Holder Review treated culture - Wells Fargo (eliminated all product-based
as a forensic investigation with sales goals for retail bankers post-crisis).
evidence, resulting in board-adopted
anti-harassment policies and the - Activision Blizzard (EEO components
founder's leave of absence. explicitly added to manager performance
reviews).
i | Y immill
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Blueprint Application: Protecting Candor and Operationalizing Empathy

™ al [
@ SPEC SHEET 3:
: Protect Voice & Make Speaking Safe

E

SPEC SHEET 4:
Develop Empathy as a Practiced Skill

E = 3
Mechanism: Mechanism:
Separate investigations from line authority. Empathy is cognitive (understanding) and
Monitor the pay and assignments of affective (caring). Train leaders in the
whistleblowers. Train managers to respond empathetic delivery of hard news (layoffs, Al
to low-level incivility before it spirals. transitions) to preserve dignity and trust.
Case Study (CBI): Case Study (Microsoft):
Replaced internal executive handling of Satya Nadella's shift from "know-it-all" to
complaints with a permanent, independent "learn-it-all" culture. Treating empathy as a
confidential channel reporting directly to a core source of performance, refusing to
new Chief People Officer. tolerate executive yelling, and mandating
Nonviolent Communication training.
fE A, |- Y
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Ultimate Accountability: Elevating Culture to a
Board-Level Material Risk

INSTALL INDEPENDENT
\ OVERSIGHT @ BOARD GOVERNANCE AGENDA

Action: ! Action:
When trust is fundamentally broken, internal Boards must oversee culture exactly as they oversee
promises fail (Zhao et al.). cyber, regulatory, or financial risk.

Tactics: Leading Indicators:

Appoint external monitors. Run independent Boards must demand segmented culture data,
pay/promotion equity audits. Make time-bound upward feedback scores for senior leaders, and
public commitments. regretted attrition by manager—not just

compensation benchmarks.
Proof:

Riot Games (independent expert for 3-year gender-
equity analyses) and Ford (5 years of external
EEOC monitoring).

A board that looks only at financial dashboards will see success. A board that looks at structural culture
data will see the risk accumulating beneath their feet. Repair the foundation before it fractures.
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