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Tone at the top vs actual culture 

Tone at the top, as an important governance 

principle, has gained more prominence over the last 

number of years as one corporate scandal after the 

other rocked the world. It is clear that Boards must 

take ultimate responsibility for building and 

maintaining an ethical culture in the organisation 

over which they preside. It is therefore paramount 

that organisational leaders say and do the right 

things in line with the organisational values they 

want to see permeating throughout the 

organisation.  

Saying the right things is of course easier than 

doing the right things. Furthermore, doing the right 

things are often only interpreted as the Board 

walking the talk, i.e. the values of the organisation 

being evident in how Board members conduct 

themselves. Herein lies a problem. Too often Board 

members think that if they say the right things and 

set the right example, they have successfully 

executed their duties in relation to setting the tone 

at the top. This points to Boards living in ivory 

towers thinking that the tone at the top will 

magically find its way through every level of 

hierarchy and that the employees will all fall in line 

and march in the right direction. 

The inevitable result thereof is that there is often a 

disconnect between what the Board thinks the 

organisation’s culture is and what is actually 

happening on the ground. Setting the tone at the 

top therefore must include taking appropriate action 

to ensure that the culture of the organisation is an 

ethical one and that the values are embraced by all 

throughout the hierarchical structures. There are 

many studies that make reference to a disconnect 

between what the Board thinks the tone is and what 

tone is actually driving the culture. This paper 

focusses on two governance indices, one 

established in America and the other in South 

Africa.  

The 2019 South African (inaugurated in 2013) and 

American (inaugurated in 2019) Corporate 

Governance Index (CGI) reports clearly 

demonstrate that there is often a difference 

between what the top leadership set as the tone of 

the organisation and what actually transpires in the 

lived experiences of employees on the ground. The 

indices deal with a number of different governance 

dimensions, but this paper will only focus on the 

tone at the top in relation to the culture in the 

organisation. Although the questions are framed a 

little differently in the two indices, the focus is the 

same. It should also be borne in mind that the 

scoring in the two indices are also different, which 

does make exact comparisons a tad difficult.  

In both indices Chief Audit Executives are 

surveyed, as they are seen as independent eyes 

and ears in the organisation and should therefore 

be in the best position to give insight into the state 

of governance in their organisations.  

The American CGI asks the following questions: 

• Your board and CEO embody a strong 

“tone at the top” in your organization that 

would pass any ethical test. Of the 

respondents 91% agreed. 

• “Tone at the top” is communicated to and 

consciously embodied across all levels of 

the company. Of the respondents 78% 

agreed. 

There is a 13% difference in confidence expressed 

in comparing the tone at the top and the 

embodiment thereof in the organisation.  

The South African CGI asks the following 

questions” 

• The oversight/governing body (such as the 

Board, regulator, audit committee etc), 

sets a clear tone of zero tolerance toward 

unethical behaviour, including fraud and 

corruption in your organisation. Of the 

respondents 24% somewhat agreed and 

62% strongly agreed.  

• Ethics is an important part of your 

organisational culture. Of the respondents 

30% somewhat agreed and 49% strongly 

agreed.  

If one only considers the ‘strongly agreed’ results, 

there is, as with the American CGI, a 13% 

difference in confidence expressed in comparing 

the tone at the top and the ethical culture of the 

organisation.  

It should be noted that the American CGI only had 

128 valid respondents in a country that has more 

than 22 million active businesses. It is therefore 

debatable whether the sample is big enough to 



draw conclusions about the true nature of 

businesses in America, especially with the amount 

of corruption/corporate failures reported in recent 

times. The two indices also differ in that the core 

focus of the American CGI is on the Board, where 

the South African CGI takes a broader view of 

governance as not only the domain of the Board.  

It should also be noted in relation to both indices 

that it is unclear how many of the CAEs actually 

include auditing culture in their audit plans and 

therefore it could be assumed that in many cases 

the respondents based their impressions on their 

perceptions and not necessarily on actual audits 

where results were based on vigorous interrogation 

of the prevailing culture in their organisations.  

The results do however confirm what has been 

seen in other studies, in that there is often a 

disconnect between what the Board’s tone is at the 

top and what is transpiring in everyday life in the 

organisation. Thus many Boards run the risk of 

getting caught by surprise in the event of major 

scandals unfolding in their organisations.  

The clear message herein for Boards is that setting 

the tone in word is not enough. Boards should be 

asking themselves how much they really know 

about the organisation’s culture. As Boards only 

meet a few times a year and are not part of the 

everyday life of the organisation. Notwithstanding 

how little time they spend at the organisation, they 

need to ensure that there are interventions in place 

that give them assurance on the state of the 

organisation’s culture, that an ethical culture is 

being built and that their tone permeates throughout 

the whole organisation.  

Think about it this way. If you as a Board member 

reads about a scandal in your organisation in the 

media, are you comfortable that you and your fellow 

board members will, after close scrutiny, be seen as 

having done everything in your power to prevent 

that scandal from happening? “I did not know” will 

not be a good enough response unless you can 

show that you executed your fiduciary duty as you 

should have.  

 


