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The Scandal Effect 

Shops will swindle 

Owners swindle 

To ensure the store will fail 

Pull a fast one 

It’s not the last one 

Not even one knight1 in gaol! 

Our politicians 

Clever magicians 

Always ready to do a deal 

Profits record breaking 

It’s all there for the taking 

Life is one big steal! 

(From “Alles Schwindel”, a Berlin Cabaret Song by Marcellus 

Schiffer, 1931) 

 

                                                           
1
 Editors’ reference to Sir Phillip Green, who despite making some dodgy decisions, 

escaped any sanctions over his part in the BHS infamy…so far! 
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Editorial Philosophy 

This is the first edition of the FIX & FIDDLE magazine 

covering UK business scandals from April 2016 –

November 2017.  

 

It is an e-magazine2 edited by a small team of Business & 

Consumer Psychologists who strongly believe that future 

successful businesses will have to become more transparent, 

more honest, and more responsible to a wider audience of 

stakeholders than currently is the case.  

‘Success’ for the enlightened businesses of the 21st Century 

will mean being able to attract the most talented employees 

who can identify with the core values and philosophy of their 

chosen organization.  Similarly, loyal customers who are 

committed to the brand will in return demand a high 

standard of responsible behaviour from the business. 

Our research at the Synaptic-Spark Factory3 is focussing on 

dysfunctional organizational behaviour and its subsequent 

consequences. We have quickly become aware of the 

growing concern about the poor decision-making at some of 

our largest and well-known brands. These dodgy-decisions 

range from self-serving salary and bonus hikes (e.g. John 

                                                           
2
 Also available in printed version through Amazon 

3
 http://synaptic-spark.eu/ 
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Fallon at Pearson4), Dickensian-treatment of employees (e.g. 

Sports Direct5) to morally suspect activity and borderline 

criminal behaviour (e.g. Sir Phillip Green of BHS6).  

These and other blatant examples of unchecked appetites, 

delusional decision-making, deceptive behaviour and 

spineless cowardice in the face of moral obligations and 

social responsibilities has led to calls from the larger 

investment companies and some prominent politicians for 

serious changes in the Governance of businesses and the 

make-up of their boardrooms. 

 

On the following page is the draft manifesto of the UK’s 

Prime Minister for a shake-up in the boardrooms: 

 

 

                                                           
4
 Educational publisher Pearson, which made a £2.5bn loss in 2016, has awarded its 

chief executive John Fallon a 20 per cent pay rise for the year. 
5
 Guardian undercover reporters find world where staff are searched daily, 

harangued via tannoy to hit targets and can be sacked in a ‘six strikes and you’re 
out’ regime: https://www.theguardian.com/business/2015/dec/09/how-sports-
direct-effectively-pays-below-minimum-wage-pay 
6
 Sir Phillip Green ran BHS for 15 years before selling it in 2015 to bankrupt former 

racing car driver Dominic Chappell for £1. During that time, the billionaire tycoon 
took more than £400m in dividends from the business, and left it with a £571m 
pension deficit. 
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Teresa May’s recipe for corporate responsibility:  

Her 5 key ingredients:- 

1. “Put workers on boards” 

 Workers add to the diversity of Boards and offer a 

different set of values and perceptions on the business. This would 

also support investors’ calls for more restraint on directors’ pay. It 

might also mean a more equitable share-out of the profit-pie and a 

healthier atmosphere in the organization and a greater perception 

of ‘fairness’ in society generally. 

2. “Publish pay-ratios” 

 There is increasing pressure from various think-tanks (e.g. 

High Pay Centre) calling for measures to make companies more 

transparent. Part of this process would be the compulsory 

publication of the ratio between the chief executive’s pay and the 

average company worker’s pay. A further restraint on the runaway 

self-gratification gravy-train of boardroom pay would be the 

introduction of a legal framework to make shareholders’ votes on 

Directors pay binding and not just advisory as it is now. 

3.” Involve all stakeholders in a business” 

 People outside the boardrooms are calling for a more 

enlightened approach to business in the future. Why, in the 21
st

 

Century, should businesses exist just for the benefit of the few? 

This is the traditional capitalist philosophy, which belongs to a by-

gone age that had its heyday in Queen Victoria’s reign. Businesses 

should now recognise their wider responsibilities to their 
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employees, communities and the environment. The narrow focus 

on share-holder value needs to be changed and a more diverse and 

inclusive attitude introduced that can be backed-up by legal and 

economic contingency schedules. 

4. “Require a high standard of behaviour from company directors” 

 The BHS collapse has highlighted the need for a higher-

calibre of directors on boards to scrutinise decisions and speak out 

when necessary. This sought-after improvement in skills levels and 

core integrity will involve would-be Board members having to 

undertake a series of stringent tests (Company Director Assessment 

Centre) to assess their intelligence, personality and other 

psychological characteristics. These would lead to a professional 

qualification and certification for Directors. This screening and 

selection process would protect Boardrooms from weak and 

dysfunctional personalities who allow personal appetites to 

influence corporate decision-making. 

5. “Government must play a part” 

 If the benefits of businesses are to be shared more 

equitably, Government must develop policies that offer people 

economic security. Working households need stability of 

employment (not zero-hour contracts) and affordable support 

services such as child-care, fuel supply, together with a fair rent 

system that is controlled. The Government requires a socio-

economic system that allows businesses to thrive responsibly and 

where people are satisfied with ‘enough’ rather than stuffing 

themselves with more than their fair share, just because they can.” 
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‘Fix & Fiddle’ supports this call for organizations to accept a 

greater role in society and for business leaders to have the 

courage to take-on a more visionary role with moral and 

ethical responsibilities, guided by a keen sense of duty to all 

stakeholders in the business, including the ‘dumb-

environment’7. 

Aim The main aim of FIX & FIDDLE is to collect together each 

year the many examples of poor decision making that takes 

place in UK organisations, and publish them as a collection in 

an annual almanac. The dodgy decisions, which are often 

amoral, irresponsible or downright criminal, emanate from 

the upper echelons of corporate hierarchies.  

The editors’ motivation for doing this is not to criticise 

businesses generally, but rather it is to highlight how a few 

errant executives are costing individual firms, investors, 

employees, communities and the UK economy millions of 

pounds……and often getting away with it! 

Executive behaviour, which has been variously described as 

erratic, delinquent, corrupt or fraudulent cannot be allowed 

to continue unquestioned. Where is corporate responsibility; 

where is corporate governance; what is happening in the 

recruitment and selection processes; what is happening with 

training and development? These are valid questions, 

                                                           
7
 Unfortunately, we don’t listen very carefully to the environment’s 

distress-calls! 
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particularly as organisations spend £Millions each year on 

psychometric testing and expensive CIPD-inspired selection 

and induction methods, designed to spot potential. We are 

justified in asking, potential for what?  

Dysfunctional executives have embroiled businesses in legal 

actions, created malodorous headlines and tainted the Brand 

Images of the organisations concerned with disastrous 

effects on sales, profits and share-prices.   

Jeffrey Pfeffer, a Stanford University business professor, in 

his new book8, describes how a mythology of leadership has 

been developed, arguing that most conventional wisdom 

about it is ‘BS’. “Leaders fail their people, their organizations, 

the larger society and even themselves with unacceptable 

frequency.” He points to overwhelming evidence that shows 

dysfunctional workplaces filled with disengaged and 

dissatisfied employees who do not trust or respect their 

leaders and cannot wait to leave their jobs. 

Pfeffer argues that there is a clear divergence in the interests 

of corporate leaders and the average employee. He says: 

“Individuals maximize their own survival chances by acting 

selfishly. Group survival, however, depends on individuals 

sacrificing their own well-being for that of the group.” 

Perhaps this explains the never-ending increase in CEO 

                                                           
8
 Leadership BS: Fixing Workplaces and Careers One Truth at a Time 

(2015), 
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compensation and corporate shareholder profits, while 

average worker salaries stagnate. 

 

“Management is doing things right; leadership is 
doing the right things9”. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
9
 Drucker, Peter F., (2008). The Five Most Important Questions You Will Ever Ask 

About Your Organization, Jossey-Bass, San Francisco. 
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THE FIXES & FIDDLES OF 2017 

1. Volkswagen emission scandal   

  £14.0 billion 

2. RBS covers “costly mistakes”     

  £2.5 billion  

3. Fraud at TESCO     

              On-going investigation 

4. The “Panama Papers”    

  Buried! 

5. The ‘good-guys’: British Aerospace & Aston Martin 

  UK best brands 

6. The Banking Industry’s Bonus Culture  

  £53.0 billion 

7. At first VW; now Suzuki & Mitsubishi have emission 

problems Emissions: a global mess 

8. RBS again! Deliberately ‘distressing’ small-business 

clients  £550.0 million 

9.   New laws to help identify ‘shy’ business owners 

10. More detail about the misdemeanours of the Bankers 

11. The new phenomenon of Lending Clubs 
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12. Mike Ashley, the Mr Bumble of Sports Direct  

  What the Dickens? 

13. Barclays Libor-fiddlers escape justice  

  Cover-up 

14. HSBC fined for lack of control   

  £216.00 million 

15. HSBC fined for lack of control again   

  $1.9 billion 

16. Kids Company collapses    

  £42.0 million 

17. Sir Phillip Green’s cat’s arse    

  £571.0 million 

18. Wells Fargo Bank fraud    

  £150.0 million 

19. Tesco Directors charged with fraud   

  Scapegoating? 

20. Lloyds Bank mis-sells PPI    

  £17.0 billion 

21. BHS co-conspirator arrested   

  Oh no! Not a knight! 

22. RBS Apology – Too little too late!.   
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23. RBS says thanks to ex dysfunctional CEO Fred Goodwin 

with an “Eye watering annual pension of £342,500” 

 24. BT’s own “Italian Job”: accounting scandal to impact UK 

consumers with price hikes in 2018. 

25. BT Snails “Caught hiding in their shells”    

26. Tesco coughs up £235m for accounting fraud scandal 

“Every little helps”!  

27. Tesco’s “bullying culture” facilitates ‘cooking lessons’… 

for the Books!  

28.   Paradise Papers– ‘paper jam alert’ soon cleared, 

shredded and forgotten! 

29.   Corporate mis-behaviour- size matters! 

30.  Corporate Governance - Troops called in 

                        “DIDN’T THEY DO WELL”?10 

Attempted FIXES: 10 

Attempted FIDDLES: 8 

 

                                                           
10

 Brucie’s catchphrase from “The Generation Game”. 
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TOTAL FIX & FIDDLE COSTS for 2017 

£123,557,000,000.00 

The planned NHS budget for 2017/2018 is: 

£123,800,000,000.00 

 

 

 

 

 

 

We hope you find this issue both interesting and eye-
opening! 

Sara Bernays & Nigel Marlow Editors 

Comments or articles for publication can be sent to: 

call@synaptic-spark.eu 

 

 

 

mailto:call@synaptic-spark.eu
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1. VW investors seek around $9 billion in 

damages over diesel emissions scandal 

About 1,400 lawsuits have been lodged at the regional court 

in Braunschweig near Volkswagen's (VW) Wolfsburg 

headquarters in Germany. This is a poor celebration for the 

VW Brand close to the anniversary of its diesel emissions 

test-rigging scandal. 

The case put against VW is that it didn't inform its 

shareholders quickly enough over its cheating software, 

which was installed in around 11 million vehicles worldwide.  

VW has so far set aside about $18 billion to cover the cost of 

vehicle refits and a settlement with U.S. authorities, but 

analysts think the bill could rise much further as a result of 

more lawsuits for damages and other regulatory penalties. 

(Ref: https://uk.finance.yahoo.com/news/vw-investors-seek-

8-2-085549218.html) 

2. RBS earmarks £2.5bn for 'clean-up' 

The Royal Bank of Scotland (RBS) has set aside an extra 

£2.5bn to ‘clean-up’ past mistakes, which will push the bank 

into a loss for 2015. In a statement, the taxpayer-backed 

bank said it was setting aside another £500m to pay for 

payment protection insurance (PPI) and £1.5bn for bad 

housing debts in the US. Chief executive Ross McEwan said: 

https://uk.finance.yahoo.com/news/vw-investors-seek-8-2-085549218.html
https://uk.finance.yahoo.com/news/vw-investors-seek-8-2-085549218.html
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"I am determined to put the issues of the past behind us and 

make sure RBS is a stronger, safer bank." The ‘clean-up’ will 

include an enhanced schedule to repay the deficit in the 

business’s pension fund. 

(Ref: http://www.smeweb.com/mid-market/news-in-brief-

call-for-reforms-rbs-tesco-scandal-property-investment-

hiring) 

3. Tesco deliberately delayed payments to 

suppliers to boost profits 

The watchdog for the grocery trade, GCA (Groceries Code 

Adjudicator), has found that Tesco deliberately and 

repeatedly withheld money owed to suppliers as a business 

strategy, with the aim of artificially boosting its sales 

performance figures. This pressure on suppliers seems to 

have coincided with Tesco’s presentations of results to City 

investors. This potentially fraudulent misreporting to the 

stock market is now being investigated by the SFO (Serious 

Fraud Office). 

The GCA also uncovered another possible corrupt practice, 

whereby Tesco suppliers were ‘encouraged’ to offer 

‘inducements’ in order to reserve premium shelf-space for 

their products. 

The Groceries Code Adjudicator (GCA) also said that the 

supermarket would encourage suppliers to give extra cash in 

http://www.smeweb.com/mid-market/news-in-brief-call-for-reforms-rbs-tesco-scandal-property-investment-hiring
http://www.smeweb.com/mid-market/news-in-brief-call-for-reforms-rbs-tesco-scandal-property-investment-hiring
http://www.smeweb.com/mid-market/news-in-brief-call-for-reforms-rbs-tesco-scandal-property-investment-hiring
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return for more control over where products appeared on 

shelves or to avoid losing out to rivals. 

(Ref: http://www.smeweb.com/mid-market/news-in-brief-

call-for-reforms-rbs-tesco-scandal-property-investment-

hiring) 

4. The Panama Papers 

On 3rd April, 2016, it was announced that a whistle-blower at 

the Panama-based law firm Mossack Fonseca had been 

systematically leaking documents, which gave details of how 

members of the world’s rich-list are dodging tax payments. 

There are over 11.5 million documents naming names of 

‘dodgy’ people, including David Cameron’s millionaire father, 

who has enough money to employ accountants and legal 

advisors in order to exploit legal loopholes and avoid paying 

tax dues.  As seems usual, the law favours the rich in this 

instance, because tax avoidance is perfectly legal. However, if 

you cannot afford to avoid tax, then not paying it becomes 

tax evasion, which is illegal. Therefore, tax avoidance is ‘good 

tax-dodging’; whereas tax evasion is ‘bad tax-dodging’. 

Only a few snippets of the leaked information have so far 

been published. It will be interesting when further 

revelations are made; and perhaps even more interesting if 

the remaining details become ‘lost’! 

http://www.smeweb.com/mid-market/news-in-brief-call-for-reforms-rbs-tesco-scandal-property-investment-hiring
http://www.smeweb.com/mid-market/news-in-brief-call-for-reforms-rbs-tesco-scandal-property-investment-hiring
http://www.smeweb.com/mid-market/news-in-brief-call-for-reforms-rbs-tesco-scandal-property-investment-hiring
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(Ref: http://www.thecanary.co/2016/04/04/establishment-

excuse-panama-tax-scandal-heres-utter-bullsht/) 

5. BRAND REPUTATION 

Only two UK companies have managed to make it into the 

top 10 of the Reputation Institute’s UK ‘RepTrak 150’ list of 

the most reputable companies in Britain. The list rates 

companies that operate within the UK market on their ability 

to deliver on stakeholder expectations on seven areas of 

reputation: products and services, innovation, workplace, 

governance, citizenship, leadership and performance. 

Only two ‘home-grown’ companies achieved a top-10 

ranking; Rolls Royce Aerospace and Aston Martin placed fifth 

and sixth respectively.  

The UK's most reputable companies 

1. Lego Group 

2. IKEA 

3. BMW Group 

4. Sony 

5. Rolls-Royce Aerospace (Oops! See page 33 below) 

6. Aston Martin 

7. Rolex 

http://www.thecanary.co/2016/04/04/establishment-excuse-panama-tax-scandal-heres-utter-bullsht/
http://www.thecanary.co/2016/04/04/establishment-excuse-panama-tax-scandal-heres-utter-bullsht/
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8. Samsung 

9. Bosch 

10. Kellogg’s 

(Ref: https://www.icas.com/ca-today-news/uk-plcs-lag-

behind-in-list-of-most-reputable-companies) 

6. THE TRUE COST OF BANKING BONUSES 

Recent research by Associate Professor Iain Clacher has 

revealed the true extent (so far) of the cost of the Banking 

Sector’s ‘bonus culture’.  Lawsuits and fines for misconduct 

have cost the UK’s retail banks in the region of £53 billion 

over the last 15 years. However, as yet, there has been no 

concerted effort to change the business culture. This is 

because the cost of the misbehaviour has been passed on to 

the tax-payer. The bonus –beneficiaries have kept their 

money and have so far escaped any scrutiny by the relevant 

watchdogs or legal institutions. 

 (Ref: http://business.leeds.ac.uk/about-us/article/the-cost-

of-banking-sector-scandals/ 

 

 

 

https://www.icas.com/ca-today-news/uk-plcs-lag-behind-in-list-of-most-reputable-companies
https://www.icas.com/ca-today-news/uk-plcs-lag-behind-in-list-of-most-reputable-companies
http://business.leeds.ac.uk/about-us/article/the-cost-of-banking-sector-scandals/
http://business.leeds.ac.uk/about-us/article/the-cost-of-banking-sector-scandals/


FIX & FIDDLE  ISSUE 1   December 2017 

   

 

19 
 

7. A Carload of Trouble 

Mitsubishi have admitted to cheating fuel efficiency tests in 

order to circumvent new regulations introduced in 1991 by 

the Japanese Government. Mitsubishi’s shares have tumbled 

50 per cent and the company’s president, Tetsuro Aikawa has 

resigned adding, “The wrongdoing was intentional. It is clear 

the falsification was done to make the mileage look better. 

Why they would resort to fraud to do this is still unclear”. 

Suzuki has also announced “discrepancies” in fuel economy 

and emissions testing. Its shares have fallen. 

Meanwhile, Volkswagen has asked shareholders to support 

the decisions of its senior management in the wake of the 

emissions scandal.  Currently ‘no evidence can be found’ to 

suggest a decision to fit ‘defeat’ devices to VW cars was 

made at boardroom level. The financial effects of the 

emissions scandal appeared in VW Group’s annual results, 

which estimated a loss of 1.36 billion Euros. The company 

has also put aside 16.2 billion Euros anticipating lawsuits 

worldwide. 

(Ref: http://www.topgear.com/car-news/insider/emissions-

scandal-latest-mitsubishi-president-steps-down-suzuki-

involved) 

 

http://www.topgear.com/car-news/insider/emissions-scandal-latest-mitsubishi-president-steps-down-suzuki-involved
http://www.topgear.com/car-news/insider/emissions-scandal-latest-mitsubishi-president-steps-down-suzuki-involved
http://www.topgear.com/car-news/insider/emissions-scandal-latest-mitsubishi-president-steps-down-suzuki-involved
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8. RBS-tards! 

The Royal Bank of Scotland has been accused of “artificially 

distressing viable businesses via their Global Restructuring 

Group (GRG) in order to confiscate assets”. The bank now 

faces legal action from coalitions of previous business-

owners, claiming compensation for ‘a forced insolvency 

processes. The claim amounts to £550 million. In a 2013 

report from the Department of Business, Innovation and 

Skills, accused the bank bosses of being biased and resorting 

to “heavy-handed and abhorrent behaviour in the pursuit of 

profit.  A full report on this GRG scandal is being prepared by 

the City’s Financial Conduct Authority (FCA) focusing on RBS’s 

attempt to defraud its business customers. In 2015 the Bank 

set aside £2.9 billion to pay for the amorality and 

questionable legality of its decision making. 

http://www.exaronews.com/articles/5813/royal-bank-of-

scotland-faces-call-to-compensate-grg-victims 

9. Who are the fat controllers? 

From April 2016, UK companies will be legally required to 

identify and maintain a public register (PSC register) of the 

people who own or control them. Failing to comply will be a 

criminal offence and may result in a fine and/or a prison 

sentence of up to 2 years. 

http://www.exaronews.com/articles/5813/royal-bank-of-scotland-faces-call-to-compensate-grg-victims
http://www.exaronews.com/articles/5813/royal-bank-of-scotland-faces-call-to-compensate-grg-victims
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The measures have been introduced as part of the 

government’s effort to increase transparency over the 

ownership and control of UK businesses so as to avoid money 

laundering, tax evasion and general abuse of the corporate 

structure.  

https://www.hughjames.com/news/firm-

news/2016/03/new-rules-uk-companies-come-effect-6-

april/#.V-tuHurruM8 

10. Who are these Bankers? 

UK banks have been forced to set aside more than £53 billion 

since 2000 to cover the costs of dodgy decision making. The 

PPI scandal alone required at least £37.5 billion for fines and 

compensation for the strategy of selling unnecessary 

insurance cover. 

New City Agenda, a City think-tank, is calling for change in 

the culture in the financial and banking industry, which at 

present seems focussed on aggressive selling of dubious 

products and services, and free-floating bonus schemes. 

The behaviour of the banks is tantamount to ‘brand-suicide’. 

Individual brands such as Lloyds and Barclays have lost 

reputation and the trust of the public. As an industry, 

banking has now replaced estate agents and politicians of the 

opprobrium heap! 

https://www.hughjames.com/news/firm-news/2016/03/new-rules-uk-companies-come-effect-6-april/#.V-tuHurruM8
https://www.hughjames.com/news/firm-news/2016/03/new-rules-uk-companies-come-effect-6-april/#.V-tuHurruM8
https://www.hughjames.com/news/firm-news/2016/03/new-rules-uk-companies-come-effect-6-april/#.V-tuHurruM8
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Investors should be asking themselves whether the current 

Board Members and Top Executives of the Banks are up to 

their jobs. The profitability at the big banks has effectively 

been wiped out by scandals brought about by allowing 

dysfunctional individuals make recurring dodgy decisions.  

As an example, Barclays have paid out billions of pounds in 

fines for amoral and illegal behaviour, reducing their earnings 

in the period 2012-2015 to near zero. Jes Stanley, the new 

CEO has promised to change the culture at Barclays so that it 

is more sensitive to issues facing its customers and society as 

a whole. A refocussing of the business’s values is required to 

help welcome aboard more diversity and promote a change 

in attitude that is more inclusive and meaningful for staff and 

clients.  

http://uk.businessinsider.com/ten-biggest-bank-scandals-

have-cost-uk-lenders-53-billion-2016-4 

11. P2P or not P2P; beware the bandwagon-

effect as investment funds move-in to “wet 

their beaks” 

With formal interest rates bumping along at all-time lows 

and traditional financial institutions still unenthusiastic about 

small business loans, peer-to-peer lending is being hyped as 

the new way for businesses to obtain funding. At the same 

time peer-to-peer lending offers investors a more attractive 

http://uk.businessinsider.com/ten-biggest-bank-scandals-have-cost-uk-lenders-53-billion-2016-4
http://uk.businessinsider.com/ten-biggest-bank-scandals-have-cost-uk-lenders-53-billion-2016-4
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return. Peer-to-Peer lending cuts out the ‘middlemen’ (and 

their commissions) by arranging for savers to lend money to 

individuals or businesses in the form of a loan. 

It is a rapidly growing market with over £700m of loans being 

made in this way since the beginning of 2016. However, it is 

unclear how risky this form of arrangement can be, and 

defaults on the loans can mean savers losing their cash. 

In the USA, the very successful P2P Company, Lending Club, is 

being investigated for falsifying the paperwork on the sale of 

financial products, which involved the ‘bundling’ of ‘near-

prime’ loans and their sale to the investment bank Jeffries. It 

also appears that the Lending Club founder, Renaud 

Laplanche, has attracted further investigation from the U.S. 

Department of Justice and the U.S. Securities and Exchange 

Commission focusing on a $720,000 ‘family loan, and has 

since stepped-down. 

Two UK-based P2P companies, Global Investments and VPC 

Speciality have denied any dealings with Lending Club. 

The share prices of P2P Global Investments fell 2.6% and that 

of VPC Speciality by 1.9%. Remember, the value of your 

investments can fall as well as rise. 

http://www.thisismoney.co.uk/money/markets/article-

3583883/MARKET-REPORT-15m-peer-peer-scandal-two-

http://www.thisismoney.co.uk/money/markets/article-3583883/MARKET-REPORT-15m-peer-peer-scandal-two-listed-companies-forced-reassure-investors-relationships-lender-LendingClub.html
http://www.thisismoney.co.uk/money/markets/article-3583883/MARKET-REPORT-15m-peer-peer-scandal-two-listed-companies-forced-reassure-investors-relationships-lender-LendingClub.html
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listed-companies-forced-reassure-investors-relationships-

lender-LendingClub.html 

12. “Mr Bumble…..can we have some more 

please?” 

Mike Ashley, the SPORTS DIRECT ‘beadle’ is under fire as the 

result of a recent parliamentary report, which accuses the 

brand of “Victorian practices” in its shops and warehouses to 

be appalling. 

 

 

http://www.breakingviews.com/considered-view/sports-

direct-scandal-debunks-uk-employment-glory/ 

 

http://www.thisismoney.co.uk/money/markets/article-3583883/MARKET-REPORT-15m-peer-peer-scandal-two-listed-companies-forced-reassure-investors-relationships-lender-LendingClub.html
http://www.thisismoney.co.uk/money/markets/article-3583883/MARKET-REPORT-15m-peer-peer-scandal-two-listed-companies-forced-reassure-investors-relationships-lender-LendingClub.html
http://www.breakingviews.com/considered-view/sports-direct-scandal-debunks-uk-employment-glory/
http://www.breakingviews.com/considered-view/sports-direct-scandal-debunks-uk-employment-glory/
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13. BARCLAYS ‘LIBOR-ated’, but FIDDLERS free! 

Three former BARCLAYS’ traders were found guilty of 

conspiracy in July 2016 for manipulating LIBOR11 between 

2005 and 2007. Although some individual traders were 

falsifying the rates for personal gain, it seems there was a 

systematic attempt to conceal the availability of funds and 

hence the true cost from investors and business customers. It 

seems that there was a high-level decision in BARCLAYS to 

maximize profits by artificially maintaining lower levels of 

LIBOR interest rates. This decision may have been sanctioned 

at Government levels. 

The Bank of England had warned BARCLAYS (via a phone call 

between Paul Tucker, Deputy Governor and Bob Diamond, 

then head of Investment Banking at BARCLAYS) about its 

LIBOR rates, and the scandal that might be about to break.  

Bob Diamond is known to have ‘instructed’ his traders to 

lower the rates, and these were readily accepted by 

subordinates as they were given the impression that the 

orders emanated from the Bank of England. 

Later Tucker denied any record of the conversation being 

specifically about LIBOR, "I greatly wish there were a note of 

it." 

                                                           
11

 London Interbank Offered Rates 
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In December 2013, Tucker received a knighthood for his 

"substantial contribution to the stability of the U.K. economy 

and financial system." 

https://www.bloomberg.com/view/articles/2016-07-05/the-

real-libor-scandal-may-be-who-isn-t-in-court 

14. HSBC’s Mr. FIXIT 

A former HSBC currency trader is accused of dodgy dealings 

involving the artificial manipulation of exchange rates ahead 

of a £2.7 billion deal for the oil firm Cairn Energy in 

December 2011. Stuart Scott strongly denied any wrongdoing 

after an arrest warrant was issued by the USA authorities and 

the possibility of extradition arose.  Scott’s former colleague 

and Global Head of HSBC’s foreign exchange, Mark Johnson 

was meanwhile bailed for $1 million. 

The US Department of Justice allege that the pair of Mr Fixits 

generated £6 million profit for themselves by driving up the 

price of sterling just ahead of the Cairn Energy trade. The 

cost of the £6m was borne by Cairn Energy having to trade 

$3.5 billion into sterling at a poorer exchange rate.  

HSBC was fined £216m for the lax supervision of its traders, 

with the Financial Conduct Authority saying its failure to 

control HSBC employees’ activities “undermines confidence 

in the UK financial system and puts its integrity at risk”. 

https://www.bloomberg.com/view/articles/2016-07-05/the-real-libor-scandal-may-be-who-isn-t-in-court
https://www.bloomberg.com/view/articles/2016-07-05/the-real-libor-scandal-may-be-who-isn-t-in-court
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HSBC has since carried out an internal review of the Cairn 

Energy trade and cleared the pair of FIXING or FIDDLING. 

http://www.telegraph.co.uk/business/2016/07/21/former-

hsbc-trader-denies-fraud-claims/ 

15. HSBC’s DODGY DECISIONS BRING 

“reasonable returns” 

Stuart Gulliver, the chief executive of HSBC, described the 

Bank’s performance as “reasonable in the face of 

considerable uncertainty” as profits fell by 29%. This slump in 

the brand value comes in the face of allegations that senior 

HSBC management have been involved in the manipulation 

of currency trading with the intent of defrauding clients (see 

14 above).  

This has been followed by news of compliance issues with US 

authorities with regard to guarding against financial crime, 

which in layman’s terms means doing nothing to curb the 

illegal activities of HSBC’s customers in the realms of TAX 

EVASION and MONEY LAUNDERING. 

Four years ago HSBC was fined $1.9 billion by the US 

authorities for lack of proper diligence relating to money 

laundering, and has since been warned about the slow pace 

of the required improvement in the moral and ethical 

screening of staff, in order to combat CRIMINAL behaviour. 

http://www.telegraph.co.uk/business/2016/07/21/former-hsbc-trader-denies-fraud-claims/
http://www.telegraph.co.uk/business/2016/07/21/former-hsbc-trader-denies-fraud-claims/
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https://www.theguardian.com/business/2016/aug/03/hsbc-

records-29-profit-slump-and-admits-compliance-issues-in-us 

16.  “As the purse is emptied the heart is filled” 

Victor Hugo 

“It is not the job of the CHARITY COMMISSION to regulate 

and police UK charities.” In making this statement, William 

Shawcross, the Commission’s Chairperson was placing the 

responsibility for recent less than charitable behaviour firmly 

in the laps of the trustees of individual organizations. 

 The Charity-Scandal headlines have been grabbed by KIDS 

COMPANY, which was headed by Camila Batmanghelidjh, 

and which collapsed despite £42 million of funding from the 

Government. This was closely followed by the exposure of 

the dodgy relationship between AGE UK and the power 

company EON. The ‘arrangement’ allowed EON to target 

elderly people with power supply contracts that had their 

prices DECEPTIVELY inflated.  

EON has a really strong Brand reputation. 

“The Charity’s Trustees ought to have stepped in to prevent 

these and other problems.” Pontius Shawcross defended his 

position without any sign of embarrassment about the rising 

number of stories about mismanagement in the sector, 

which includes over-aggressive fund-raising, tax-avoidance 

https://www.theguardian.com/business/2016/aug/03/hsbc-records-29-profit-slump-and-admits-compliance-issues-in-us
https://www.theguardian.com/business/2016/aug/03/hsbc-records-29-profit-slump-and-admits-compliance-issues-in-us
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and the lack of accountability regarding the destination of 

millions of pounds of tax-payers money. 

https://www.ft.com/content/d42d924e-5f99-11e6-ae3f-

77baadeb1c93 

17.  ‘Sir’ Phillip Green’s Legacy – a Testament 

or Trash! 

“The greatest legacy one can pass on to one's children, is not 

money or other material things accumulated in one's life, but 

rather a legacy of character and faith.”  Billy Graham 

It looks as if Phillip Green’s leftovers will be no legacy for 

children Chloe and Brandon, his wife Tina or (RIP) ‘Uncle 

Tony’. Former business ventures such as “Cupcraft”, 

“Buzzville” and “Tarbrook” went bust in the 1980’s owing lots 

of money with few assets to cover the debts (sound 

familiar)? In the early 1990’s, his latest retail business, Amber 

Day, went into terminal decline. A slide in profits led to a 

share-price crash from a high of 129p to 23p in little more 

than a year. The accounts revealed a loss of £6m on the sale 

of part of the company and a further £8m ‘write-off’ for the 

loss of goodwill! 

There was also little goodwill on offer from the members of 

the House of Commons Honours Forfeiture Committee who 

branded Sir Philip as a “billionaire spiv” and unanimously 

agreed to recommend that he be stripped of his knighthood 

https://www.ft.com/content/d42d924e-5f99-11e6-ae3f-77baadeb1c93
https://www.ft.com/content/d42d924e-5f99-11e6-ae3f-77baadeb1c93
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in the wake of his dysfunctional wheeling and dealing with 

the BHS pension fund12. 

In a letter from Taveta Investments, (a Green family’s holding 

company), Sir Philip is reported as being both distressed and 

angered by this process that includes the accusations from 

MP Frank Field that Green is “guilty of nicking money off 

other people.” 

Some have suggested that Sir Philip take his own advice with 

regard to this letter, recalling his earlier response to a two-

paragraph comment in the Independent (September, 1992) 

that upset him:  

“I just thought you should know I tore your fucking article out 

and put it under my cat's arse where it belongs”. 

Maybe another quote is more dignified: “No legacy is as rich 

as honesty”.    William Shakespeare 

http://www.independent.co.uk/news/business/emperor-in-

new-clothes-in-the-glory-days-amber-day-boss-philip-green-

could-talk-the-city-into-1553869.html 

http://www.bbc.co.uk/news/business-37715920 

 

                                                           
12

 Green sold BHS for £1 to a thrice-declared bankrupt a little over 
one year before the business went into administration with a 
pension deficit of £571 million and the loss of 11,000 jobs. 

http://www.independent.co.uk/news/business/emperor-in-new-clothes-in-the-glory-days-amber-day-boss-philip-green-could-talk-the-city-into-1553869.html
http://www.independent.co.uk/news/business/emperor-in-new-clothes-in-the-glory-days-amber-day-boss-philip-green-could-talk-the-city-into-1553869.html
http://www.independent.co.uk/news/business/emperor-in-new-clothes-in-the-glory-days-amber-day-boss-philip-green-could-talk-the-city-into-1553869.html
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18.  Wells Farrago!  

Wells Fargo has just admitted to sacking over 5000 

employees since 2011 because of their criminal behaviour. 

Apparently, the bonus culture at the Bank, driven by sales 

targets, was responsible for institutionally-wide fraud. The 

scam, which was widely-known by employees of Wells Fargo  

(but not by their clients), involved the setting-up of millions 

of ghost current and credit card accounts. These were 

created as a means of boosting sales figures to achieve 

lucrative bonuses.  

The accounts were given credibility by arrangements to 

transfer money between the Clients’ genuine accounts and 

these dummy ones. The fraud only came to the notice of the 

authorities after several customers complained after being 

erroneously charged ‘insufficient funds’ fees. 

Wells Fargo has been fined $185 million and told to 

recompense affected clients to the tune of $5 million.  

Law Professor David Vladeck, former director of the Federal 

Trade Commission's Bureau of Consumer Protection was 

shocked: "How does a bank that is supposed to have robust 

internal controls permit the creation of over a half-million 

dummy accounts? If I was a Wells Fargo customer, and 

fortunately I am not, I'd think seriously about finding a new 

bank."   Warren Buffett is a major investor in Wells Fargo. 
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http://money.cnn.com/2016/09/08/investing/wells-fargo-

created-phony-accounts-bank-fees/ 

19. Three servings of cold porridge coming 

up!!! 

Three former senior directors at Tesco have been charged 

with fraud in relation to a £263m-plus accounting scandal at 

the supermarket chain. 

Carl Rogberg, the former finance director of Tesco UK, 

Christopher Bush, the former managing director of Tesco UK, 

and John Scouler, the former commercial director for food, 

have all been charged with one count of fraud by abuse of 

position and one count of false accounting. 

A statement from the Serious Fraud Office said the alleged 

activity occurred between February and September 2014. 

The three men have been summoned to appear at 

Westminster magistrates court on 22 September 2016 and 

could face up to 10 years in jail if found guilty of fraud by 

abuse and seven years for false accounting. 

The SFO said its investigation into Tesco remained ongoing 

and it is still possible that further individuals could face 

action.  

http://money.cnn.com/2016/09/08/investing/wells-fargo-created-phony-accounts-bank-fees/
http://money.cnn.com/2016/09/08/investing/wells-fargo-created-phony-accounts-bank-fees/
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City analysts have warned that the scandal could cost Tesco a 

£500m fine. 

https://www.theguardian.com/business/2016/sep/09/sfo-

charges-former-tesco-directors-with-fraud 

Meanwhile the Serious Fraud Office (SFO) asks: 

Can we have more money please? 

Following charges against Tesco executives the pot of the 

SFO appears to be emptying quickly with the SFO having to 

ask the government for an extra £21m to help it keep 

pursuing complex cases, as it struggles with a string of 

investigations into high-profile cases and complex financial 

dealings including Libor and Euribor rigging. It is currently 

investigating allegations concerning Tata Steel, Airbus 

GlaxoSmithKline, Rolls-Royce and Barclays. 

https://www.theguardian.com/business/2016/sep/09/sfo-

charges-former-tesco-directors-with-fraud 

20. PPI is still haunting LLOYDS BANK 

Lloyds Banking Group is one of the hardest hit institutions 

involved in the PPI (payment protection insurance) scandal. 

They have been required to set aside a further £1billion to 

cover possible new claims after the Financial Conduct 

https://www.theguardian.com/business/2016/sep/09/sfo-charges-former-tesco-directors-with-fraud
https://www.theguardian.com/business/2016/sep/09/sfo-charges-former-tesco-directors-with-fraud
https://www.theguardian.com/business/2016/sep/09/sfo-charges-former-tesco-directors-with-fraud
https://www.theguardian.com/business/2016/sep/09/sfo-charges-former-tesco-directors-with-fraud
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Authority proposed extending the claim-deadline to June 

2019. 

This takes the amount set aside by the bank to cover the fall-

out from PPI to around £17 billion. 

Pre-tax profits at the bank have fallen 15% to £811m in the 

three months to the end of September, and the share-price 

has dropped 3.8%.  

http://www.telegraph.co.uk/business/2016/10/26/lloyds-

bank-takes-another-1bn-hit-from-ppi-scandal/ 

21. BHS co-conspirator arrested! 

Dominic Chappell, who was sold BHS for £1 by Sir Phillip 

Green, has been arrested. The charges he is facing relate to 

his company “Swiss Rock”, which he has put into liquidation, 

owing over £500.000 to HMRC. It appears that the company 

made a “deliberate decision” not to pay corporation tax and 

VAT bills in favour of payments to Mr Chappell. 

In a separate High Court action, BHS’s administrators, Duff & 

Phelps are attempting to push Mr Chappell’s other company, 

“Retail Acquisitions” into administration. This will then 

enable them to investigate the £8.4 million loan that BHS 

made to Retail Acquisitions before its collapse in April, with 

the loss of 11,000 jobs and a £571 million hole in its pension 

fund. 

http://www.telegraph.co.uk/business/2016/10/26/lloyds-bank-takes-another-1bn-hit-from-ppi-scandal/
http://www.telegraph.co.uk/business/2016/10/26/lloyds-bank-takes-another-1bn-hit-from-ppi-scandal/
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Source: Ashley Armstrong, The Daily Telegraph, Business News, 14th November, 

2016. 

http://www.ibe.org.uk/business-ethics-news/93/52 

22. RBS Apology – Too little too late!  

Ross McEwan, the boss at RBS, has apologised to their small 

business customers as it revealed a £400m bill to 

compensate them for poor treatment in the wake of the 

banking crisis. After at least three years of complaining of 

bad service from the bailed-out bank, small businesses will 

receive refunds of the fees they were charged and will be 

allowed to make fresh complaints about their treatment 

between 2008 and 2013. 

https://www.theguardian.com/business/2016/nov/08/rbs-

facing-400m-bill-to-compensate-small-business-customers 

 

 

23. CAUGHT BANKING AGAIN! 

http://www.ibe.org.uk/business-ethics-news/93/52
https://www.theguardian.com/business/2016/nov/08/rbs-facing-400m-bill-to-compensate-small-business-customers
https://www.theguardian.com/business/2016/nov/08/rbs-facing-400m-bill-to-compensate-small-business-customers
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Ex RBS Boss Fred Goodwin formerly known as “the shred”, 

will be shortly changing his nickname. His dysfunctional 

leadership has been rewarded with a ‘shed-load’ of money. 

As CEO at RBS, Fred the ‘shed’ gave his blessing to the gross 

overpayment for ABN-Amro. This ‘wobbled’ the bank and 

created the crisis that ended with ‘quantitative easing’ aka 

Government hand-outs! 
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http://www.dailymail.co.uk/debate/article-

1158011/WILLIAM-REES-MOGG-Stuckeys-Bank---Freds-

barrow-load.html#ixzz4waclQcbP 

An RBS action group is suing Goodwin, along with fellow ex-

RBS Directors McKillop, Cameron and Whitaker. The action 

alleges misrepresentation and deceit, which caused other 

stakeholders of RBS to lose money while those responsible 

for the chaos lined their pockets. 

‘Sir’13 Fred Goodwin is still receiving an annual pension of 

£342,500, while ex RBS retirees are still awaiting their 

compensation.  http://www.rbosaction.org 

 

24. BT’s Italian Job – Big impact on UK shares  

BT has issued a shock profit warning after revealing that the 

impact of an accounting scandal in its Italian business is 

nearly four times worse than originally thought. Originally, 

the company had said it believed the impact of the 

“inappropriate behaviour” to be around £145m, but now 

says the write-down is expected to be as high as £530m. 

Shares in the company plunged more than 19% in early 

trade, wiping roughly £7.2bn off its value. BT issued a profit 

warning for 2016/2017, saying earnings would be £175m 

                                                           
13

 Fast becoming an ironic title! 

http://www.dailymail.co.uk/debate/article-1158011/WILLIAM-REES-MOGG-Stuckeys-Bank---Freds-barrow-load.html#ixzz4waclQcbP
http://www.dailymail.co.uk/debate/article-1158011/WILLIAM-REES-MOGG-Stuckeys-Bank---Freds-barrow-load.html#ixzz4waclQcbP
http://www.dailymail.co.uk/debate/article-1158011/WILLIAM-REES-MOGG-Stuckeys-Bank---Freds-barrow-load.html#ixzz4waclQcbP
http://www.rbosaction.org/
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lower. 

http://www.telegraph.co.uk/business/2017/01/24/ftse-100-

rises-pound-nears-six-week-high-traders-bet-government/ 

25. BT Snails called to order  

BT bosses attempted to hide a £530m Italian fraud scandal 

for over a year after three employees raised alarm. Key staff 

at its Italian operation HQ in Madrid warned their bosses 

long before the telecoms giant came clean and told investors 

about the irregularities. The news reports now being 

received raise questions over how promptly BT started 

investigating the fraud, which wiped almost £8bn off its 

share-value when it was made public. This lack of 

transparency piles fresh pressure on BT chief executive Gavin 

Patterson and questions how robust existing checks and 

balances are.  

http://www.thisismoney.co.uk/money/markets/article-

4365406/BT-bosses-hid-530m-Italian-fraud-scandal-

year.html#ixzz4tmyukaGT 

26. Tesco coughs up £235m for accounting 

fraud scandal  

Tesco is to pay out £235m to settle the investigations being 

conducted by the Serious Fraud Office and Financial Conduct 

Authority into the 2014 accounting scandal that has rocked 

Britain’s biggest retailer. 

http://www.telegraph.co.uk/business/2017/01/24/ftse-100-rises-pound-nears-six-week-high-traders-bet-government/
http://www.telegraph.co.uk/business/2017/01/24/ftse-100-rises-pound-nears-six-week-high-traders-bet-government/
http://www.thisismoney.co.uk/money/markets/article-4365406/BT-bosses-hid-530m-Italian-fraud-scandal-year.html#ixzz4tmyukaGT
http://www.thisismoney.co.uk/money/markets/article-4365406/BT-bosses-hid-530m-Italian-fraud-scandal-year.html#ixzz4tmyukaGT
http://www.thisismoney.co.uk/money/markets/article-4365406/BT-bosses-hid-530m-Italian-fraud-scandal-year.html#ixzz4tmyukaGT
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It will pay a fine of £129m as part of a deferred prosecution 

agreement (DPA) with the SFO, although this deal still 

requires court approval. The supermarket group has 

separately agreed with the FCA to pay about £85m in 

compensation to investors affected by a trading statement in 

August 2014 that overstated profits.  

Tesco will also pay legal costs associated with the 

agreements and said the total exceptional charge was 

expected to be around £235m. Dave Lewis, the chief 

executive of Tesco, said the settlement allowed the company 

to move on. “I want to apologise to all those affected. What 

happened is a huge source of regret to us all at Tesco 

https://www.theguardian.com/business/2017/mar/28/tesco-

agrees-fine-serious-fraud-office-accounting-scandal 

27.  Ray of sunshine comes out of Tesco 
supermarket dark clouds of looming 
dysfunctional leadership  

 

https://www.theguardian.com/business/2017/mar/28/tesco-agrees-fine-serious-fraud-office-accounting-scandal
https://www.theguardian.com/business/2017/mar/28/tesco-agrees-fine-serious-fraud-office-accounting-scandal
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In what was an ethical and much applauded move - Two 
members of Tesco supermarket's finance team left their jobs, 

concerned over the legality of their actions? 

It appears, three senior Tesco executives bullied staff to 
"cook the books" in a scam to boost their million pound 
incomes leading to £2bn being wiped off the supermarket's 
value, a court has heard. 

The Serious Fraud Office's representative Sasha Wass QC said 
two employees had resigned due to their anxiety over the 
situation, in which income was "pulled forward" to be 
recorded earlier than it should have been. 

http://www.cityam.com/273200/tesco-fraud-trial-false-
accounting-practices-led-staff-quit 

28.  Paradise Papers – Greedy outed gain 

New revelations from the International Consortium of 
Investigative Journalists (ICIJ) have shone a fresh light on a 
secret world of tax havens and offshore financial deals. These 
structures allow lawyers, bankers and other professionals to 
protect their wealthy and powerful clients' cash from tax 
officials or hide their dealings behind a veil of secrecy. 

At the centre of the revelations is Appleby, one of the world’s 
biggest offshore law firms, with huge clients including 
commodities giant Glencore, oil major Shell, Goldman Sachs 
and HSBC. 

http://www.cityam.com/273200/tesco-fraud-trial-false-accounting-practices-led-staff-quit
http://www.cityam.com/273200/tesco-fraud-trial-false-accounting-practices-led-staff-quit
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https://www.globalwitness.org/en-
gb/campaigns/corruption-and-money-laundering/paradise-
papers/?gclid=EAIaIQobChMI0oePkq 

29. Corporate mis-behaviour- size matters!  

As we approach the end of 2017 it is clear that Businesses 
have had a tough time of it throughout the preceding 12 
months. Business has hit the headlines for all the wrong 
reasons. For example there have been several instances of 
multi-national corporations failing to pay the correct amount 
of corporation tax; there has been the demise of BHS; private 
details of customers stolen in high-profile hacking attacks 
and the scandal of Dickensian working conditions for some of 
the staff at Sports Direct.  

Reputations have suffered, brand images have been 
damaged and the politicians and general public have begun 
to seriously question the integrity of certain businesses. Can 
organizations continue to be allowed to behave irresponsibly, 
seemingly without any moral or ethical compass?  

A recent survey by “Populus” asked a cross-section of the 
public what they thought about businesses. 

The results showed that big-business and multinationals 
were rated very poorly and thoroughly mistrusted; smaller, 
family-owned firms and SME’s were generally viewed in a 
more positive light. It seems that in the minds of the public 

https://www.globalwitness.org/en-gb/campaigns/corruption-and-money-laundering/paradise-papers/?gclid=EAIaIQobChMI0oePkq
https://www.globalwitness.org/en-gb/campaigns/corruption-and-money-laundering/paradise-papers/?gclid=EAIaIQobChMI0oePkq
https://www.globalwitness.org/en-gb/campaigns/corruption-and-money-laundering/paradise-papers/?gclid=EAIaIQobChMI0oePkq


FIX & FIDDLE  ISSUE 1   December 2017 

   

 

42 
 

“small is beautiful”……..now where have we heard that 
before?14 

https://www.prweek.com/article/1419784/2016-taught-us-
corporate-reputation#UHSMHeiJzhtZGKhD.99 

30. Bad behaviour in the business playground  

Throughout the last 12 months some of the world’s largest 

businesses have been rocked by major scandals, and the 

question of social and environmental responsibility as well as 

amoral and unethical conduct at board level has been raised. 

The UK’s Prime Minister has raised this issue of apparent 

weakness in the boardroom and has undertaken to reform 

the structures and processes that currently inform corporate 

governance. 

Theresa May has vowed to reform the way some business 

leaders behave. It appears that a few have scant regard for 

the welfare of others and ‘run amok’ within their 

organisations and are responsible for amoral, anti-social and 

downright illegal behaviour in the wider economy. These 

rotten apples in the business-barrel, not always of the ‘Sweet 

Green’ type, are according to the Parliamentary Committee 

looking into the BHS collapse, the “unacceptable face of 

capitalism”. The Prime Minister wants businesses “that 

                                                           
14

 Schumacher, E. F. (1975); Small Is Beautiful: Economics As If 
People Mattered; Hartley & Marks  

https://www.prweek.com/article/1419784/2016-taught-us-corporate-reputation#UHSMHeiJzhtZGKhD.99
https://www.prweek.com/article/1419784/2016-taught-us-corporate-reputation#UHSMHeiJzhtZGKhD.99
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‘work’ for everyone in society and not just the privileged 

few”.   

The main points of her proposed manifesto15 for giving 

businesses a ‘moral back-bone’ include: 

1. “Put workers on boards” 

2. “Publish pay-ratios” 

3.” Involve all stakeholders in a business” 

4. “Require a high standard of behaviour from company 

directors” 

5. “Government must play a part” 

 

 

 

 

 

 

 

                                                           
15

 See previous pages 5 & 6 for details 
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EDITORS’ SUMMARY and COMMENTS 

In this first issue of Fix & Fiddle, we have attempted to 

highlight some of the major scandals that have affected UK 

business organisations in the previous 12 months.  

By collecting segments together, we have hopefully given the 

reader some sense of the costs of the reckless and 

irresponsible behaviour undertaken by some of business’s 

most powerful decision-makers.  

Some of the behaviour may be the result of the “capricious 

workings of fate” in a volatile business environment, but 

many instances are the result of deliberate attempts to 

corrupt, deceive, swindle and fraud.  

The amoral, greedy, unethical and at times downright 

criminal behaviour emanating from the boardrooms suggest 

a weakness in the individuals populating them. Seemingly, 

they lack the strength of character to stand-up for what they 

should know is right16.  

Such business leaders lack the courage to protect those 

weaker and less privileged than themselves and they feel no 

responsibility for their community or environment.  

                                                           
16

 It is possible that some individuals do not have the moral 
compass to distinguish “right from wrong”. Elsewhere, these 
decision-makers have been described as psychopaths! 
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The only ‘sense’ they possess derives from the sensual, 

through which they can indulge their numerous and 

prodigious appetites.  

Anyone who has worked for an organisation, particularly the 

larger ones, knows that they can be singular laboratories for 

studying human behaviour.  

On the surface organisational behaviour is rational, efficient, 

‘business-like’ and ‘proper’. However, sometimes behind the 

smiles lies wickedness. On the far side of the office door 

wrongdoing and corruption is disguised with whispers, 

rumour and innuendo. Deleted emails and lost files 

camouflage shortcomings and transgressions; true feelings 

are repressed, emotions are banned in the world of the 

dysfunctional.17 

An increasing number of Business and Occupational 

Psychologists are now adopting this ‘behavioural’ view of 

organisations, realising that it offers a more realistic 

description of the typical organizational culture. That is, just 

as the human mind has a conscious and subconscious, so 

business organisations have a visible part and also a hidden 

‘undercover’ part; a rational part and a non-rational part.  

                                                           
17

 See Lencioni, P. M., (2007); The truth about employee 
engagement: A Fable about addressing the three root causes of 
Job-misery; Jossey-Bass.  
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From the perspective of Business Psychology, it is the non-

rational part that has the most powerful influence on 

peoples’ experiences whether they are working within the 

business or are coming into contact with it as consumers or 

suppliers etc.   

There are many factors that influence a business’s culture, 

but one of the most obvious and most important influences 

is the type and quality of the leadership.  

Just what is the make-up of leaders that allow such decadent 

organisational cultures to evolve and display decision making 

and other behaviour that is only notable for what it lacks, 

namely: morality, principles, restraint and self-control? 

This negative and dysfunctional leadership has negative 

effects on the organisational culture and through this a 

dramatic negative influence on business performance, 

productivity, employee engagement and the overall well-

being of the individuals who work for such organisations. 

 

In each issue we intend to publish articles relating to 

organizational behaviour that might struggle for an airing in 

mainstream journals. 

Here is a selection from those submitted. 

 



FIX & FIDDLE  ISSUE 1   December 2017 

   

 

47 
 

ARTICLE SECTION 

Leadership is in crisis   - it is time to address the white 

elephant in the room                                           Pages 48-55 

What has penis-size got to do with recruitment and 

selection?              Pages 56-96 

Physical appearance and interview success    Pages 97-108 

Balancing Corporate Reputations                                               

                                                                     Pages 109-125 

 

If you wish to have an article considered for the next issue 

(June, 2018), please contact call@synaptic-spark.eu 
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Leadership in Crisis: time to address the ‘white 

elephant’ in the room 

Dorothy Spry 

Business Psychologist at the Synaptic-Spark Factory 

Without doubt the wayward behaviour of some UK business 

owners and executives is now becoming the concern for 

investors and Government alike. In this issue of Fix & Fiddle 

there are examples of scandalous leadership behaviours 

motivated in the main by greed and a misplaced sense of 

entitlement. 

Recently, Business Psychologists have begun to examine this 

dysfunctional leadership behaviour and its influence on 

corporate culture. 

They are questioning the psychological make-up of these 

business ‘leaders’ who allow or even encourage amoral and 

unethical behaviour within their organizations. 

The negative consequences of ‘dodgy-decision-making’ is felt 

by investors in terms of falling share value, by employees in 

terms of job losses and reduced pension-pots and by the 

public generally in terms of the feeling that the privileged 

few are ‘getting away with it’. 
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Dysfunctional leaders can also be responsible for a work-

place atmosphere where bullying, prejudice and harassment 

are a ‘norm’, making a mockery of ‘equal opportunity’ 

policies and ‘employee wellness contracts’.18  

An important opportunity for improving the present situation 

would be to tighten up the process of screening and 

succession planning presently undertaken by organisations.  

Currently, recruitment and selection professionals are failing 

to screen-out dysfunctional candidates. Their selection 

process is ‘not fit for purpose’, relying on traditional 

psychometric testing, which is increasingly being discredited 

because of its superficial profiling.19 

Table 1 below compares the ‘Persona’ or social mask of a 

potential candidate with the implicit or ‘hidden’ 

characteristics that he/she would not want to expose during 

a selection process. 

In the left-hand column is a list of characteristics/skills that 

make a reasonable profile for a would-be “Captain-of-

                                                           
18

 See Boddy, C. R. (2011), 'Corporate Psychopaths, Bullying and 
Unfair Supervision in the Workplace', Journal of Business Ethics, 
vol. 100, no. 3, pp. 367 - 379. 
 
19

 Modern profiling uses techniques based on IAT (Implicit Attitude 
Testing), which attempt to minimise response biases and deliberate 
faking. 
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Industry”; a candidate that could tick all these boxes would 

certainly be considered for short-listing. 

However, in the right-hand column, the descriptions of the 

potential leadership characteristics have been interpreted 

using a ‘behavioural-psychology’ approach. 

The leadership ‘Persona’ qualities no longer seem so 

desirable! 

Table 1: Surface ‘Persona’ vs. Implicit Characteristics 

PERSONA 

Superficial or ‘surface’ 

characteristics 

HIDDEN or IMPLICIT  

The ‘shadow’ of an 

individual’s character 

Charismatic Egotistic 

Self-confidence Grandiose 

Ability to influence Manipulative 

Persuasive Con-artist 

Visionary thinking A concoction of truths and 
half truths 

Ability to take risks Impulsiveness 

Ability to manage stress Poor imagination about 
consequences of actions for 
themselves or others 



FIX & FIDDLE  ISSUE 1   December 2017 

   

 

51 
 

Action orientated Thrill seeking 

Ability to make tough 
decisions 

Lack of empathy or sympathy 
for others. Emotional 
disconnect verging on 
psychopathy. 

 

Table 1 shows a starting difference between what would be 

considered desirable leadership characteristics and their 

equivalent ‘behavioural’ description. 

Are these differences just a matter of perspective “in-the-

eyes-of-the-beholder”? Or is it the result of the individual 

being able to mask his/her ‘dark-side’?  

Maybe in the often dysfunctional hierarchies of today’s 

businesses, it is the already polluted ‘atmosphere’ that is 

acting like a Dr Jekyll’s potion and transforming potential 

authentic leaders into Mr Hyde-like executives. 

“The very qualities often mistaken for leadership are the ones 

that as the months pass and if left un-monitored damage 

businesses. These people remorselessly manipulate, charm, 

lie and bully their way into favour, often creating highly 

successful careers for themselves while leaving a wake of 

destruction and broken spirits in their path”  Dr Clive Boddy.20  

                                                           
20

 Boddy, C. R., (2011); Corporate Psychopaths: Organisational 
Destroyers, Palgrave. 
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Elsewhere Professor Robert Hare has described the Mr Hyde-

type executives as ‘psychopaths’.21 

According to Professor Hare, ‘Psychopathic Leadership’ 

involves an individual who possesses a sub-clinical 

personality disorder. This is diagnosed as having a lack of a 

conscience, lack of remorse and low empathy.  

Psychopathic leaders are willing to take risks without feeling 

anxious. They are also able to manipulate other people by 

playing on their emotions. Their main sub-conscious drivers 

are: 

         MONEY - POWER - CONTROL – STATUS – EXCITEMENT 

The corporate psychopath is NOT usually the murderous kind 

such as Hannibal Lecter portrayed by Anthony Hopkins in 

Silence of the Lambs.  

The corporate psychopath is a new breed. Hare suggests a 

typography based upon a High, Medium or Low score on his 

checklist. 

LOW SCORE  Productive psychopath – has the ability to 

turn their psychopathic traits up a notch 

when required, but still has a good infusion 

of empathy and acknowledges any mistakes. 

                                                           
21

 Babiak, P. and Hare, R. D., (2009), Snakes in Suits: When 
Psychopaths go to Work; Palgrave-MacMillan 



FIX & FIDDLE  ISSUE 1   December 2017 

   

 

53 
 

MEDIUM 
SCORE 

 Usually have poor Emotional Intelligence 

and a mis-alignment of Interpersonal skills.  

Desperately in need of some self-awareness 

leadership training. Tend to be solely task-

oriented.  

 HIGH 
SCORE 

Successful psychopathic  leaders -  ruthless 
and devoid of remorse and empathy 

 

The term “Successful Psychopath” has been used to describe 

an individual who has managed to deceive charm and 

manipulate their way into an organization.   

As a new recruit they can be difficult to spot because as a 

new employee they will be putting on a good show whilst 

they are busy weighing up who will be the most vulnerable 

colleague that they can use and bully. They will also be 

sussing-out those who will be useful to them in terms of 

furthering their progress along the career path. 

The early experience of a dysfunctional leader can be positive 

for the organization. There are many instances where profits 

improve. However, these can later prove to be misleading as 

some skulduggery in the accounts or other financial dealings 

is exposed. 

In the longer term, as the dysfunctional leader becomes 

more confident, his/her risky behaviour leads to impulsive 

and increasingly questionable decision making. Decisions are 
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based upon their subconscious motivations for status, power, 

control and excitement, not to mention the common 

denominator MONEY!  

Psychopathic leadership is also responsible in a large part for 

dysfunctional organizational cultures. Gary & Namie of the 

Workplace Bullying Institute found that psychopathic 

leadership correlated significantly with a culture of 

ruthlessness and bullying and was negatively correlated with 

employee’s job satisfaction.22 Other research has shown that 

work-place psychopaths are more likely to be involved in 

fraud.23 

Neuropsychological research has identified possible 

underlying brain differences between psychopaths and the 

‘normal’ population. 

                                                           
22

 Mathieu, C. & Babiak, P., (2016), Corporate Psychopathy and 
Abusive Supervision: their influence on employees’ job satisfaction 
and turnover intentions; Journal of Business Ethics; Researchgate 
23

 Jeppesen, K, et al, (1993), Auditors’ experience with Corporate 
Psychopaths; Journal of Financial Crime 
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Some psychology researchers have already suggested that 

the most robust measure of psychopathy, given the 

competing and contested definitions and measures available, 

may well be through brain scans rather than behavioural 

measures (Hulbert & Adele2015)24.  

On-going research is urgently needed in this area. At the 

moment organisations are recruiting and selecting on the 

basis of what appears to be a profile of superficial evidence. 

HR professionals generally lack the appropriate psychological 

training to look for ‘hidden’ data, and the current Likert-

scaled assessment tools are also unhelpful in eliciting implicit 

information. Businesses are therefore unwittingly allowing 

latent dysfunctional leaders to join their ranks with potential 

ruinous consequences to balance sheet and brand 

reputation. 

                                                           
24

 Hulbert & Adele, (2015); Spotting Psychopaths using Technology; 
US National Library of medicine, National Institute of Health 
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Some observations on penis-size and the 

Intelligence and Personality testing Industry: a 

note for all recruitment and selection 

professionals.     
  

Dr. N. Marlow 

Director: The Synaptic-Spark Factory Limited 

INTRODUCTION 

Why are psychometric tests (including aptitude 

questionnaires and personality profiling) still in such wide use 

in recruitment? 

Are they really as reliable and valid as their statistical 

underpinning implies? Or do psychometric tests represent a 

lazy and convenient way for recruiters to justify the huge 

sums of money spent on this form of ‘scientific’ assessment? 

Psychometric Testing 

Psychometric testing is now used by over 80% of the Fortune 

500 companies in the USA and by over 75% of the Times Top 

100 companies in the UK. Information technology companies, 

financial institutions, management consultancies, local 

authorities, the civil service, police forces, fire services and 
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the armed forces all currently make extensive use of 

psychometric testing25.  

The core users of psychometric testing are still to be found 

within the business-heartlands of white, male-dominated, 

Anglo-Saxon culture, namely the US and UK. However, as 

business becomes more globalized, this part of organisational 

sub-culture is spreading. Businesses outside the ‘heartland’ 

want to join the ‘in-group ‘as recently exemplified by Chinese 

Banks and Indian call-centres. Professional bodies such as 

CIPD claim that psychometric tests can reduce recruitment 

costs by up to 40% and offer bottom-line value to businesses 

because those recruited ‘fit-in’ to the company culture more 

readily and take-on brand-values more sincerely, leading to a 

deeper engagement. 

Psychometric testing is BIG business. The worldwide spend 

on testing in 2006 was estimated at between £1bn and 

£1.5bn. Many test publishers, consultants and highly paid HR 

practitioners have come to rely on what has now become a 

mechanistic process of “objective testing, normed scores and 

the non-controversial feedback of results to candidates”.  

This closely controlled and scripted process is regarded as 

‘scientific’ and is therefore perceived as requiring specialist 

                                                           
25

 http://www.psychometric-success.com/psychometric-tests/ 
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expertise (and training) to administer the different tests, 

score the responses correctly and interpret the results26. 

The process between the tester and the candidate(s) has 

now also acquired an aura of the typical academic 

examination-ritual; hushed tones, no phones and “You may 

begin!” instructions. These standardised procedures are 

supposed to add to the ‘fairness’ and ‘objectivity’ of the 

tests. 

The individual’s results are eventually compared with a 

distribution of results previously obtained from other similar 

test-takers so that feedback can take into account the 

‘normed’ score drawn from a similar population.   

The psychometric-tests themselves have usually been 

developed using a rigorous process. Each item (question) on 

the test will have been checked for face validity, facility, 

discrimination value etc. The individual scales within the test-

instrument will also have been checked for internal 

reliability, and the whole questionnaire will need to show 

reliability over time.  

Add to this, the gradual accumulation of data (with each use 

of the particular test) that supports the validity of the 

                                                           
26

 In the UK, The British Psychological Society provides a framework 
for training would-be psychometric test practitioners, known as 
“Level A and Level B” programs. 
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questionnaire (i.e. it is measuring what it is supposed to be 

measuring) and we have strong arguments for supporting the 

continued use of psychometric testing in the selection and 

development areas of organisations.  

This hegemony enjoyed by psychometric testing and its 

enthusiastic support from professional bodies such as the 

CIPD and BPS27 therefore seems justified. However, here I 

will be arguing that the current use of psychometric tests is in 

the main a complete waste of time and money. I believe that 

the tests themselves are unreliable; that their ‘psychometric 

properties’ are restricted to a narrow statistical indulgence 

with a questionable theoretical grounding; that their ‘validity’ 

is based upon erroneous assumptions about what they are 

purporting to be measuring; and that the ‘objective’ testing 

process is for the most part inappropriate, insulting, biased 

and unethical.   

There are two general categories of psychometric tests. One 

category concerns cognitive ability or thinking power; these 

are now more commonly presented as “Aptitude”, “Ability” 

or “Reasoning” tests. However, their roots lie in the historic 

11+ examination, and are modern versions of the 

Intelligence-Test or IQ-Test. 

                                                           
27

 CIPD = Chartered Institute of Personnel and Development; BPS = 
British Psychological Society. 
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The second category includes Personality or Occupational 

Questionnaires. These explore the way in which individuals 

do things; how they behave in certain circumstances: and 

their preferences and attitudes.  

Aptitude and Reasoning tests 

These tests involve verbal reasoning, numerical skills, verbal 

comprehension and grammar, spatial reasoning and 

manipulation, information processing, and problem solving. 

Anyone old enough to have sat an 11+ examination in their 

early schooldays, will recognise this cluster of questionnaires 

as strongly related to the traditional IQ test.  Of course IQ 

tests have attracted much criticism in terms of their 

validity.28 

Apart from the pseudo-IQ tests, there are over 5000 

published questionnaires for measuring different aspects of 

aptitude and ability. These ‘off-the-shelf’ tests often have a 

weak internal reliability and are not specifically tailored to 

particular jobs. It’s like going to a supermarket and asking for 

a specific aptitude test in ‘clerical administration’ and being 

given the ‘one size fits all’ supervisors test. You’ll get some 

sort of test result but it won’t measure what you want. 

Therefore, the link between test results and the competency-

profile being assessed for a particular job is quite tenuous. 
                                                           
28

 The ethics and validity of IQ testing is discussed separately in 
later sections. 
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In many cases, the tests are administrated and marked by the 

recruiters themselves. Often, these HR and CIPD 

professionals have little or no training in the use 

psychological tests and the interpretation of the results. This 

process is akin to sitting a university examination and having 

the Faculty Secretary grade your paper, rather than a 

qualified lecturer.  

And, by the way, unlike a university examination, candidates 

are not allowed to keep a copy of the test paper afterwards. 

Is this the sign of an objective, transparent and accountable 

process? 

Use of psychometric tests to measure ‘cultural fit’ 

The current HR buzz words in organisations are concerned 

with ‘organisational culture’ and subsequent employee 

‘engagement’. Results from psychometric tests are used to 

explore the values/personality of candidates with a view to 

hiring ‘the right sort of people’; those who will stick to the 

company line and suit the ‘brand-image’ of the business.  

This wished-for ‘cultural fit’ has the tendency to homogenise 

a business’ work-force where everyone gets along with each 

other, are pleasantly in agreement  with how problems are 

identified and defined, and can present a uniform and 

implacable face to clients and customers. Such organisations 

have ‘policies’ in place for dealing with every situation, often 

accompanied by a standard script for dealing with external 
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enquires or complaints. Customer experience (CRM) is dealt 

with at a ‘BIG DATA’ level with executive decisions based 

upon soulless statistical feedback via such insightful 

instruments as ‘Dashboards’ and average NPS-scores. 

Such businesses are populated with employees who will not 

ask awkward questions because they have been recruited via 

a sifting-process that includes a battery of psychometrics to 

‘fit-in’ and not ‘rock-the-boat’. Such organisations have 

similar characteristic to the tests themselves; they are bland, 

predictable, and lack any spark of curiosity or creativity. 

 Unfortunately, at present, nobody is allowed to question this 

psychometrically-imposed orthodoxy. Even the suggestion 

that psychometric testing may be less than effective is 

regarded as a blasphemy against the current ‘scientific’ 

dogma of professional bodies such as the CIPD and BPS; 

questioning any part of the psychometric-testing edifice is 

regarded as a grave heresy! 

What if you do not ‘fit-in’? 

When considering ‘cultural-fit’, there is a more serious 

problem to be addressed by HR departments of 

organisations. This problem involves the paradox of wanting 

a “strong (homogenous) organisational culture”, where 

everyone has similar values, attitudes and behaviours and 

simultaneously needing to observe the legal requirements 

and company policy regarding work-place diversity. 
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Not only is there a strong “like-me-like-you” bias in the 

recruitment and selection process itself29, but also let us not 

lose sight of the fact that over 95% of current psychometric 

tests are developed by white Anglo-Saxons, and usually of 

the male, middle-aged variety.  

Compare these items, which appear in various IQ tests30: 

1. Why does the state require people to get a license in order 

to get married? 

2. Three of the following items may be classified with salt-

water crocodile.  Which are they? 

 Marine turtle   brolga   frilled lizard   black snake    

(circle your answers) 

3. Suppose your brother in his mid-forties dies unexpectedly.  

Would you attribute his death to (circle your answer): 

 a. God   b. Fate   c. Germs   D. No-one   e. someone   

f. Your brother himself 

                                                           
29

 Anderson and Shackleton, (1990) 
30

 See for example: The Redden-Simons “Rap-Test” developed by 
Redden, P. M. & Simons, J. A. (1986) for individuals from the 
Chicano culture. This 50-item vocabulary test, part of an IQ battery, 
represents the ‘street language’ of local youth in Des Moines, Iowa; 
white, middle-class college students averaged only 2 correct 
answers against a ‘street-normed score’ of 8.   
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4. Many people say that "Juneteenth" (June 19) should be 

made a legal holiday because this was the day when: 

(a) the slaves were freed in the USA, (b) the slaves were freed 

in Texas, (c) the slaves were freed in Jamaica, (d) the  slaves 

were freed in California, (e) Martin Luther King was born, (f) 

Booker T. Washington died. 

5. A "handkerchief head" is: 

     (a) a cool cat, (b) a porter, (c) an Uncle Tom, (d) a 

hoddi, (e) a preacher. 

6. Which of the following can be arranged into a 5-letter 

English word? 

 a. H R G S T 

 b. R I L S A  

 c. T O O M T 

 d. W Q R G S 

 

Q1 & Q2 are taken from an Anglo-Australian IQ test; Q3 is 

from a test designed to be used with individuals from the 

indigenous Australian population; Q4 is from an IQ test with 

the acronym B.I.T.C.H., the “Black Intelligence Test of Cultural 
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Homogeneity” 31created by Robert Williams in the 1970’s. 

The focus is also on Black-Americans in Q5, which is drawn 

from the “Chitling Test”32, which attempts to balance the 

vocabulary test items by including references to Black ‘street-

culture’. Q6 is taken from an Anglo-Saxon version of an IQ-

test.  

Which of the items are culturally fair? 

The answer is that they are all biased towards a particular 

sub-culture and are ‘fair’ only if being used to test individuals 

drawn from that sub-culture and compared to norms based 

upon that sub-culture. It follows that since the majority of 

published psychometric tests have their origins rooted in 

Anglo-(White) American cultures, individual IQ test scores are 

only usefully comparable within that particular cultural 

bubble. Individuals who do not come from this particular 

culture are at a distinct disadvantage when taking the extant 

versions of so-called ‘culturally-fair’ intelligence or aptitude 

tests.  

                                                           
31

 There is also a version with the acronym W.I.T.C.H., “Women’s 
Intelligence Test of Cultural Homogeneity” designed to compensate 
for male bias in the usual IQ test batteries. 
32 Dove, A. (1971), The "Chitling" Test in Psychological and 

educational testing, Lewis R. Aiken, Jr. (1971), Boston: Allyn and 

Bacon 
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At fairly regular intervals, reviews are published which 

summarise research conducted into the test scores achieved 

from different populations. When such analyses are 

‘popularised’ in style, their impact can be dramatic, 

controversial and widespread.  One such publication was 

“The Bell Curve”33, which used data from the US National 

Longitudinal Survey of Youth from over 11,000 young 

Americans. The authors’ findings showed the following 

average IQ scores for the different racial sub-groups: 

 African-

America

ns 

(Black) 

Latino-

America

ns 

Caucasia

n-

America

ns 

(White) 

Asian-

America

ns 

Jewish-

America

ns 

Mea

n IQ-

scor

e 

85 89 103 106 113 

From Herrnstein & Murray, 1996, pp. 273–278) 

The 15-point difference between the mean IQ-scores of Black 

and White-Americans is a consistent finding across many 

studies, and equates to around 1.1 standard deviations.  For 

example, a meta-analysis by Roth et al (2001) showed that 

                                                           
33

 Herrnstein, R. J. & Murray, C., (1994). The Bell Curve, Free Press: 
New York.  
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this Black-White contrast could be found in data from the 

Scholastic Aptitude Test (2.4 million SAT-applications for 

college and university entry), as well as tests completed for 

entrance into US military service (0.4 million), and the 

analysis of over 0.5 million job applications in the context of 

US corporate recruitment. 

These test scores are the best predictor of economic success 

in Western society (Schmidt & Hunter, 1998) and these group 

differences have important societal outcomes (R. A. Gordon, 

1997; Gottfredson, 1997). They support the contention by 

some34 that Black Americans generally do less well in socio-

economic life than White Americans because of an inherent 

‘lack of intelligence’, which is genetically (racially)-based. The 

difference in socio-economic attainment between Black and 

White Americans is therefore explained and ‘justified’ in 

terms of immutable genetics, rather than it being the result 

of an inherent racist society where Afro-Americans are 

discriminated against (either overtly or implicitly) because of 

‘looking-different’. 

An important point to make here is that in everyone there 

exists an automatic powerful evolutionary impulse to 

“protect and nourish their own”. This motivation is seen 

                                                           
34

 For example: Rushton, J. P. & Jensen, A. R. (2005), Thirty Years of 
Research on Race Differences in Cognitive Ability, Jnl. of 
Psychology, Public Policy and Law, Vol.11, No. 2, pp. 235-294. 
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most strongly at family level, but is equally recognisable as an 

important driver of behaviour at the group, community, 

country and country levels. There is a strong tendency in all 

group-behaviour to develop an “Us and Them” attitude. The 

individuals, who look alike, think alike, have similar attitudes 

and follow implicit group norms of behaviour will belong to 

the ‘IN’ group. Those who are somehow ‘different’ and do 

not conform are labelled non-conformists or heretics, and 

definitely belong to the ‘OUT’ group. 

This division between ‘us and them’ is seen in the earliest 

writings of the ancient Greeks35. Their Manichaean view was 

that of a polarized society. The ‘Us’ part were the adult male 

citizens who wrote all the texts (tests?36), and the ‘Them’ or 

‘Others’ who consisted of non-citizens, slaves, women and 

barbarians who didn’t. The present dogma surrounding 

psychometric testing processes and procedures as set-out by 

professional bodies such as CIPD and the BPS still implicitly 

reflect this elitist attitude. The ‘US-group’ designs the tests; 

administer and score them and then decide whether 

candidates from the ‘Them-group’ have achieved the ‘In-

Group’ criteria.  

The not-yet anointed, ignorant barbarians, women, and 

those of different skin-colour take the tests in the hope of 

                                                           
35

 Davidson, J. (1997), Courtesans & Fishcakes: The Consuming 
Passions of Classical Athens, Fontana Press, Introduction pp. xxv. 
36

 Author’s note 
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achieving recognition that they have the potential of 

becoming a member of the in-group and being selected for 

an induction or re-training programme: 

Oh, oobee doo 

I wanna be like you 

I wanna walk like you 

Talk like you, too 

You'll see it's true 

An ape like me 

Can learn to be ‘in-group’ too 

(From Walt Disney’s 1967 film The Jungle Book) 

  

In terms of organisations and businesses, Occupational 

Psychologists and HR professionals glibly talk of developing a 

‘strong’ Organisational Culture and recruiting and developing 

individuals who will ‘fit-in’. This is stating explicitly that they 

are looking to select individuals who will be able to 

seamlessly join the existing ‘in-group’, with behaviour that 

follows existing group-norms and supports the existing 

attitudes and values of ‘in-group’ members.  

https://en.wikipedia.org/wiki/Walt_Disney
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It follows that the recruitment and selection procedures of 

IBM are looking for candidates, who can readily become 

‘IBM-people’, Apple recruiters are looking for potential 

‘Apple-people’, Marks & Spencer are looking to select future 

‘M & S’ people and so-on. 

The cultural bias that exits in psychometric tests implicitly 

reinforces this process of homogenising the ‘In-group’ and 

rejecting candidates who are ‘different’ and are therefore 

consigned to the ‘out-group’. The middle-aged male, Anglo-

Saxon psychometric tests are used to filter recruits for 

organisations that are dominated by middle-aged male, 

Anglo-Saxons. Small wonder then, that most Western 

businesses have problems justifying the skew in the numbers 

of females and non-white employees. These so-called 

‘minorities’ are generally less successful in terms of position 

in the management hierarchy and in the salary being earned. 

It is not an accident that this happens, but it is the result of a 

systematic bias in the selection and recruitment procedures 

being used. Organisations such as the BPS and CIPD are 

knowingly supporting this discrimination by refusing to 

question the extant psychometric-edifice and insisting that 

the tests used are “objective”, “scientific”, “reliable” and 

“valid”. 

The majority of ‘official’, validated psychometric tests 

represent a ‘traditional’ but limited and narrow notion of 

‘intelligence’ and ‘personality’.  As argued in previous 
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sections, the large majority of existing off-the-peg 

questionnaires are based on the values, attitudes and 

motivations of a singular ‘in-group’ (e.g. white, Anglo-Saxon, 

educated, male & middle-aged). This group has a particular 

weltanschauung and moral compass.   

These test batteries will sieve applicants and allow the 

earmarking of candidates with similar psychographic 

characteristics to those of the test designers and 

administrators. These anointed applicants are then offered 

positions in the white, Anglo-Saxon-dominated hierarchical 

systems of our current organisations. The process is 

tautological, unremarkable, uninspiring and implicitly 

discriminatory.  

New recruits are de facto ‘replacement’ rather than 

‘refreshment’. And to be sure that no spark of a challenge to 

the status quo exists within the new recruits, there is always 

cultural-reinforcement available through induction 

programmes and mentoring schemes.  

Just what are psychometric tests measuring? 

Perhaps we can use an analogy here, drawn from the world 

of Art, to illustrate part of the pointlessness of psychometric 

tests. Imagine two paintings side-by-side, a Picasso and a 

Turner and we are asked to determine which is the more 

beautiful. How would we set about such a task?  
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Could we determine this by measuring the length of brush-

stroke, the thickness of paint, strength of refracted light etc. 

and then somehow compare the two measurements? 

 It is madness even to contemplate this  because we know 

that ‘beauty’ is a subjective judgement; after all “beauty is in-

the-eye-of-the-beholder”. ‘Beauty’ is not a physical entity 

that can be measured with instruments designed to calibrate 

physical units. ‘Beauty’ is a psychological concept that exists 

ONLY in the minds of others (or if you are a narcissist, in your 

own mind).  

In a similar way, concepts such as ‘Intelligence’ and 

‘Personality ‘exist only in the mind as psychological 

constructs; they are not physical entities or properties that 

can be measured and calibrated by scales and statistics; 

instruments more suitable for measuring phenomena  in 

the physical world. 

‘Beauty’, ‘Personality’ and ‘Intelligence’ also share the same 

property of ‘emergence’37. They are concepts which are 

                                                           
37

 Emergence is a characteristic of complex or chaotic systems, 
whereby the interaction of smaller, simpler elements of the 
system, gives rise to a ‘supra-property or characteristic that is 
not identifiable in any of the individual elements. An emergent 
property is qualitatively different from the smaller, simpler 
elements and can be summed up in the phrase: “the sum is 
greater than the parts”. (see Corning, P. A., (2002), The re-
Emergence of Emergence: A Venerable Concept in Search of a 
Theory, Complexity, 7 (6), pp. 18-30 
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difficult to define objectively and cannot be observed as 

being contained in their individual constituent parts either of 

a painting or a human being e.g. the ‘beauty’ of a painting is 

not contained in the chromatic value of the pigments used by 

the artist. Similarly, ‘intelligence’ or ‘personality’ is not 

contained in the physiological arrangement of neurons and 

synapses in an individual’s brain. 

An ‘emergent’ property is both original and radical and 

shows some property of ‘wholeness’ not observable in the 

individual elements of the system.  The dynamic interaction 

of the parts of the system produce a ‘holistic’ property that 

has a coherence over time and is perceived as ‘Beauty’, 

‘Intelligence’, ‘Personality’ etc.  

The worlds of Art and Psychology are only understandable 

through these ‘emergent’ properties. 

 ‘Intelligence ‘and ‘Personality’ and other psychological 

emergent properties are not entities that can be measured 

on a linear scale; even if the scales are psychometrically 

robust38.  They are also examples of STRONG EMERGENCE, 

whereby their qualities cannot be simulated by computer 

programs. Weak emergence is a type of emergence in which 

                                                                                                               
 

 
38

 Imagine trying to compare the amount of ‘beauty’ in a Picasso 
painting with that of one by Constable using a highly reliable and 
validated meter-ruler! 



FIX & FIDDLE  ISSUE 1   December 2017 

   

 

74 
 

the emergent property is amenable to computer simulation 

e.g. computer modelling of cognitive processes39. Human 

intelligence has so far proved resistant to computer 

modelling, because the brain is a parallel processor and 

computer simulations of thinking are relying on very fast 

iterations of linear processing. Similarly, I have yet to meet a 

computer with a personality, although I do know some 

individuals with the personality of a computer-screen. 

The emergent characteristics of psychological complex-

systems are essentially subjective qualities (e.g. Crutchfield, 

1994). It is the observer who determines what pattern of 

order is discernable in the non-linear complexity or random 

chaos of the system being observed in a particular 

environment. The identification and definition of the pattern, 

                                                           
39

 Computer models provide a necessary discipline in the 
interpretation and understanding of theoretical processes, and 
they can function to make psychological theories more falsifiable 
and more vulnerable to experimental test. However, it is necessary 
to distinguish between theory-relevant and theory-irrelevant 
routines in models, and to state clearly where psychophysical 
evidence has been used to support assumptions about organization 
of the system; where at some level of neurophysiology, processes 
similar to those modelled in neural networks should be identifiable. 
A further problem for computer simulation is the tendency to 
ignore the influence of important factors such as attention, arousal 
and motivation. (See: Frijda, N. H. (1967). Problems of computer 
simulation, Behavioural Science, 12, 59-67 & Dreyfus, H. L. (1972), 
What computers can't do: A critique of artificial reason, New York: 
Harper & Row). 
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subtly, but critically depends on the observer’s a priori 

mental model of the emergent property e.g. ‘Intelligence’ or 

‘Personality’.  

Observers will have implicit prototypes in mind of what 

‘Intelligence’ or ‘Personality’ consist of, and there will be 

strong associations with the traditional psychometric 

methods for measuring these hypothetical constructs. 

As an example we can examine a hypothetical association-

map for ‘intelligence’ that an individual might carry around as 

a mental model. The model would represent a ‘fuzzy’ 

prototype for an “intelligent person”, which would 

summarise immediate expectations. 

Figure 1: An individual’s possible association-map for 

‘Intelligence’ 
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The association-map set-out above is hypothetical. It 

represents a possible arrangement of associations 

surrounding the concept ‘IQ’ that an individual might have. 

This particular pattern of associations would be idiosyncratic 

and would give the individual a working definition of ‘IQ’ and 

its meaning.  

 The pattern of associations functionally mimics the neural 

network within the brain and reflects how our associative or 

long-term memory works. It is also known as our semantic 

memory. 

The green arrows are vectors and demonstrate the strength 

of association of each word or concept has with ‘IQ’. The 

closer the word/concept to the target ‘IQ’, the stronger the 

association, and the easier it is recalled.  

In this example, the individual would immediately ‘call-to-

mind’ the words “Brainy” and “Well-educated” if asked to 

respond to the stimulus ‘IQ’. These would be quick 

responses; they might even be immediate and automatic, 

recalled without any mental effort or thought. This decision-

making pathway is used when we are thinking fast, and has 

been labelled by Kahneman SYSTEM 1 thinking40. It is 

decision making made on a ‘gut-feeling’, using intuition and 

                                                           
40

 Kahneman, D, (2012), Thinking Fast and Slow, Penguin 
https://www.penguin.co.uk/books/56314/thinking-fast-and-
slow/#xBcjD8gqwdHAOAv7.99 
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no conscious deliberation; it is a subconscious process 

actioned without conscious awareness. 

The other concepts included in the map, have weaker 

associations, and are recalled only after some time given 

over to more conscious thinking and evaluation. This 

decision-making pathway is used when we are thinking 

slowly. Kahneman labelled this route SYSTEM 2 thinking. This 

route is used when we are consciously thinking about a 

decision and considering different alternatives. It is a 

conscious process, which we are aware of. 

System 2 decisions may only take between 1-2 seconds, but 

this is relatively SLOW when compared with System 1 

decisions, which can be automatic and immediate, and being 

implemented in less than 1 second. These are the FAST 

decisions. 

Each individual will carry a unique association-map of ‘IQ’ 

and ‘Intelligence’ in their minds. It follows that evaluating 

someone’s intelligence can only be done sensibly by asking 

others, “How intelligent do you think X is?” This will give us 

an average subjective evaluation of an individual’s 

intelligence in whichever context/environment the research 

pertains to; a sort of subjective-consensus that for practical 

purposes becomes an ‘objective’ measure41.  

                                                           
41

 Of course, like the US immigration authorities, we can always ask 
the individual directly about his/her IQ i.e.“ Are you, or have you 
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The current menu of psychometric tests have been designed 

and developed from the restricted perceptual-maps of 

mainly middle-aged, white, Anglo-Saxon males. Their 

consensus of what ‘intelligence’ and ‘IQ’ are is only valid in so 

far that the tests are being used to select individuals for 

organisational cultures, the majority of which are heavily 

influenced by the values, attitudes and behavioural norms of 

middle-aged, White, Anglo-Saxon males. 

On a more general note, the validity of the majority of 

current psychometric tests can be called into question 

because of the mismatch between the technical capabilities 

of the test and the nature of the concepts they are 

purportedly measuring. Psychological constructs such as 

‘Intelligence’ and ‘Personality’ are hypothetical concepts 

(existing exclusively in the psychological domain) which 

assimilate the properties of both complexity and emergence. 

Therefore, it is difficult to imagine that a self-completion, 

one-dimensional, linear-scaled psychometric test is an 

appropriate instrument to measure such hypothetical and 

multi-dimensional concepts. 

We should legitimately question the validity of both IQ and 

Personality tests in their present format. The tests may have 

robust psychometric properties, but that robustness belongs 

                                                                                                               
ever been intelligent?” (I wonder how the answer would correlate 
with the individual’s IQ-test score.). 
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to the enclosed and restricted world of statistics.  The 

‘objective’, mathematical scores they produce are not an 

‘ecologically-valid’ measure of intelligence or personality. 

Test publishers, administrators and users have a misplaced 

confidence in the test results because they are in the form of 

unequivocal numbers, which can be consistently interpreted 

following the instructions in the test-handbook.  

The problem is that the objective score is not a measure of 

the true nature of intelligence or personality, but instead 

refers to an artificially narrow statistical abstraction created 

as a by-product of factor analysis during the test 

development process. IQ tests measure IQ, not intelligence; 

IQ only represents a particular part (e.g. mathematical and 

verbal ability) of what human intelligence consists of. 

Similarly, personality inventories measure only part of what 

makes up the personality of an individual.  

In the context of the HR functions of recruitment and 

selection, this does not matter, because organizations are 

only seeking a certain limited range of abilities and attributes 

from their potential recruits. Generally speaking, businesses 

want mathematical and verbal skills, it is unimportant 

whether candidates can cook, enjoy art and play a musical 

instrument etc. Organizations want employees who will 

work-hard, be ’engaged’, accept the status quo and fit-in 

with their brand image at all times.   
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The majority of current IQ-tests are based upon the idea that 

there is a core-factor of intelligence, usually labelled as ‘g’, 

first proposed by Charles Spearman42as a measure of general 

mental ability or general intelligence factor. The IQ test was 

originally designed by Alfred Binet in the early 1900’s as a 

diagnostic tool to measure scholastic performance of French 

schoolchildren. The test has since gone through various 

development cycles by researches on both sides of the 

Atlantic.  

The IQ (or Intelligence Quotient) is a score obtained by 

dividing a person’s mental age score, derived from 

administering an IQ-test, by the person’s chronological age, 

both expressed in terms of years and months. The resulting 

fraction is multiplied by 100 to obtain the IQ score. 

 The median raw score for norming is 100 with a 15 point 

standard deviation. Statistically therefore, approximately 

66% of population scores lie between an IQ-score of 85 and 

115. Roughly 5% of the population scores 125 and above, and 

5% scores 75 and below. 

                                                           
42

 Spearman, C.E, (1904), "'General intelligence'; Objectively 
Determined and Measured", American Journal of      Psychology, 
15: 201–293 
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Intelligence Levels 

Score: 70+ “Normal”/130+ “Gifted”/Below 70: “Retarded” 

51-70: “Morons”/26-50: “Imbeciles”/0-25: “Idiots” 

 

This classification system was replaced in the 1970’s by “Very 

Superior” (130+);”Superior (120+); High Average (110-119); 
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Average (90-109); Low Average (80-89); Borderline (70-79) 

and Extremely Low (<+69) 

Image from: Bruinius, H., (2006, 2007), "Better for All the 

World: The Secret History of Forced Sterilization and 

America's Quest for Racial Purity". 

IQ-scores correlate positively with performances at school 

and college (and also SAT scores and other aptitude tests) 

but their predictive power (lower correlations) reduces for 

performance at University, especially at post-graduate level. 

Generally, IQ scores are not a good predictor of success in 

work, although some researchers have attempted to come 

up with an ‘estimated’ relationship between scores and job-

type e.g. 

WAIS-R Mean IQ Range  Job-type 

110-112   Professional and technical 

103-104   Managers, clerical, sales 

100-102   Skilled workers 

92-94    Semiskilled workers 

87-89    Unskilled workers 

From: Kaufman, A. S. (1990), Assessing Adolescent and Adult 

Intelligence. Allyn and Bacon 
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There is a weak positive correlation between IQ-scores and 

income, but when wealth and IQ are compared, the 

relationship is purely random. This suggests that there is 

some meritocracy in the distribution of income43, but not so 

much within the population who owns yachts, has off-shore 

investments, avoids paying tax or squirrels-away the 

company’s pension funds44. 

The higher correlations between IQ-scores and aptitude-tests 

such as SAT and achievement at school should not be 

surprising because all three are evaluating similar dimensions 

of cognitive ability, namely, a selection from: basic 

mathematics ability; verbal ability (English grammar & 

vocabulary, synonyms & antonyms); reasoning ability 

(analogies); spatial reasoning and image rotation. These 

individual dimensions load about 50-60% onto the 

hypothetical ‘g’. 

                                                           
43

 Zagorsky, J (2007), Do you have to be smart to be rich? The 
impact of IQ on wealth, income and financial distress, Intelligence 
35: 489-501. 
44

 See 18.  ‘Sir’ Phillip Green’s Legacy – a Testament or Trash! , Fix & 
Fiddle”, Issue 1, Spring 2016, (April-September 2016), Entry 18, 
pp.9 
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Stephen Gould (1981)45 has criticised the whole edifice of IQ 

testing and particularly disputes the very existence of ‘g’, 

arguing that it is statistical artefact from the procedure of 

factor-analysis which is used in the development and 

construction of IQ-tests. He feels that supporters of ‘g’ and 

its supposed genetic origins are guilty of “scientific racism”; 

“ ….. the abstraction of intelligence as a single entity, its 

location within the brain, its quantification as one number for 

each individual, and the use of these numbers to rank people 

in a single series of worthiness, invariably to find that 

oppressed and disadvantaged groups—races, classes, or 

sexes—are innately inferior and deserve their status”. 

Stephen Gould, (1996). 

Gould’s criticism was aimed at the work of psychologists such 

as Arthur Jensen and Philippe Rushton who strongly argued 

for a racially-based difference in intelligence (based on IQ 

scores). Both Jensen and Ruston were supporters of the 

findings published by Richard Herrnstein and Charles Murray 

in “The Bell Curve” (1994).  

This book used the results of previous empirical studies using 

IQ-measurements to support the argument that genetic 

                                                           
45

 Gould, S. J., (1981), The Mis-measure of Man, New York: W. W. 
Norton & Company. See also: Gould, S. J. (1985). "The Median Isn't 
the Message". Discover 6 (June): 40–42; and Gould S. J. (1996). The 
Mis-measure of Man: Revised and Expanded Edition. New York: W. 
W. Norton & Co., p. 36 
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influences were mainly responsible for differences in test 

scores between White (Caucasoid), Asian  (Mongaloid) and 

Black African (Negroid) Americans.  

The authors also made the connection between low test 

scores and anti-social behaviour. Indeed Rushton has gone 

further with comparisons between the races, claiming 

genetic influence on a wide range of physiological and 

sociological differences46. See table 1 below. 

Table 1: Worldwide Average Differences among Blacks, 

Whites, and East Asians 

Trait           Black          Caucasian             Asian 

IQ Test Scores 85 102 106 

Decision Time Slow Medium Fast 

Cultural 

Achievements 

Low High High 

Brain-size 1267 cm3 1347 cm3 1364 cm3 

No. of neurons 13,185 m 13,665 m 13,767 m 

Age of first 

intercourse 

Early Intermediate Late 

                                                           
46

 There seems to be a significant negative correlation between IQ-
test score and penis-size see table and note 23 below: 
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Age of first 

pregnancy 

Early Intermediate Late 

Aggressiveness High Medium  Low 

Cautiousness Low Medium High 

Impulsivity High Medium Low 

Size of genitalia
47

 
48

 Large Medium  Small 

Intercourse 

Frequency 

High Medium Low 

Probability of 

permissive attitudes 

High Medium  Low 

Incidence of sexually 

transmitted diseases 

High Medium Low 

Marital Stability
49

 Low Intermediate High 

                                                           
47

 According to Rushton average erect penis-sizes are: Orientals 4-
5.5”, Caucasians 5.5-6”, Blacks 6.2-8” in Rushton, J. P. (1995). Race, 
Evolution, and Behavior: A Life History Perspective (2nd special 
abridged edition). Port Huron, MI: Charles Darwin Research 
Institute 
48

 “IQ is like dick size - if you have to measure it, you're way too 
concerned with it. And both are gauche to discuss in polite 
company.” Adrian Lamo; 
http://www.goodreads.com/author/show/14917061.Adri_n_Lamo 
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Law abidingness Low Intermediate High 

Mental Health Low Medium High 

 

From: Rushton, J. P. and Jensen, A. R, (2005), Thirty Years of 

Research on Race Differences in Cognitive Ability50, 

Psychology, Public Policy and Law, Vol. 11, No.2 pp. 235-294 

Modern thinking about human intelligence rejects the idea 

that it can be characterised as a one-dimensional ‘catch-all’ 

general cognitive problem-solving capacity. Current IQ tests 

combine the scores of various sub-scales to produce a single 

figure. This approach is fundamentally flawed as it is ignoring 

the work done by researchers such as Gardner (1983)51 and 

Sternberg (1985)52 who along with others developed the 

theory of multiple intelligences. This theory contains strong 

criticism of the traditional notion of intelligence, ‘g’, which IQ 

tests are purporting to measure, as being too restricted. For 

instance, Van Gemert describes IQ-scores as being no more 

                                                                                                               
49

 Genes usually code for bio-physiological characteristics and not 
behaviour 
50

 Interestingly “Size of Genitalia” is included under “Cognitive 
Ability”! 
51

 Gardner, H., Frames of Mind: The Theory of Multiple 
Intelligences. New York: Basic,1983 
52

 Sternberg, R. J. (1985). Beyond IQ: A Triarchic Theory of 
Intelligence. Cambridge: Cambridge University Press. 
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than an indication of how well Westerners might do in 

Western schools. Whilst, Richard Nisbett, Professor of 

Psychology at the University of Michigan points out some of 

the omissions in current IQ-tests: 

“IQ scores do not tell you anything about practical 

intelligence, your ability to fathom how things work. It 

doesn’t measure your curiosity. It doesn’t measure your 

creativity.” 

The most well-known formal theory of multiple intelligences 

was developed in 1983 by Dr. Howard Gardner, professor of 

education at Harvard University. The theory proposes eight 

different intelligences to account for a broader range of 

human potential in children and adults. 

 These intelligences are: 

 Linguistic intelligence (“word-smart”) 

 Logical-mathematical intelligence 

(“number/reasoning-smart”) 

 Spatial intelligence (“picture-smart”) 

 Bodily-Kinesthetic intelligence (“body-smart”) 

 Musical intelligence (“music smart”) 

 Interpersonal intelligence (“people-smart”) 
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 Intrapersonal intelligence (“self-smart”) 

 Naturalist intelligence (“nature-smart”) 

"We are all able to know the world through language, logical-

mathematical analysis, spatial representation, musical 

thinking, and the use of the body to solve problems. We also 

make things. We also require an understanding of other 

individuals and an understanding of ourselves as well as how 

we fit in with the rest of nature. Individuals differ is in the 

strength of these intelligences, but we all possess this profile 

of intelligences, which we use in combinations to complete 

different tasks, solve diverse problems and be successful in 

various environments.” Dr. Howard Gardner (1983). 

Surely, even the strongest supporters of traditional 

psychometric tests will admit that this ‘profile of 

intelligences’ is a more valid description of human potential 

than what the ‘dry and colourless’ IQ-test is measuring. 

Gardner and research colleagues are readily demonstrating 

the limitations of the content of the current IQ-tests, and 

hence their validity.  

Research into multiple intelligences is clearly showing the 

traditional concept of IQ to be narrow and selective. 

Therefore the subsequent claims to be measuring 

‘intelligence’ from such a partial and biased foundation is 

unrealistic and also damaging for individual participants and 

the professionals involved.  
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Other researchers have examined the importance of 

Interpersonal & Intrapersonal Intelligence, particularly in 

workplace settings. It is often assumed that there must be a 

strong relationship between IQ and leadership in 

organisations. However, research shows that the correlation, 

although positive, is not all that strong. In the workplace the 

narrow ‘academic’ IQ measure does not predict success in a 

practical sense. Leadership requires the ability of dealing 

with people successfully and researchers have looked 

elsewhere for different forms of intelligence that might be 

equally or more important in organisational environments. 

Goleman (1998)53 was the first to popularize the concept of 

Emotional Intelligence, which is a measure of interpersonal 

and intrapersonal intelligence. The ‘intelligence’ is based 

upon the individual’s ability to recognize their own emotions 

and those being experienced by others, deal with them, 

display appropriate behaviour, and build sound relationships. 

Researchers in this area have shown that it is lack of 

emotional intelligence that often derails leaders who alienate 

workers and colleagues with dysfunctional behaviour e.g. 

                                                           
53

 Goleman, D. (1998), Working With Emotional Intelligence. New 
York: Bantam. 
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bullying, temper tantrums, micro-managing, and unwanted 

flirting54.  

Psychometric Personality Testing 

Again, despite the much trumpeted robust qualities of the 

majority of published psychometric tests, the numbers 

representing an ‘objective’ measure of an individual’s 

personality just do not add-up. At best, the response to the 

results of personality questionnaires are contaminated with 

the Barnum effect55, and have been shown to have the 

predictive validity56 of a “Mystic Meg” tale –of-fortune. 

                                                           
54

 Riggio, R.E, Murphy, S.E, & Pirozzolo, F.J, (Eds.), (2002), Multiple 
Intelligences and Leadership, New York: Taylor & Francis. 
 
55

 The Barnum effect (also known as the Forer effect), is the 
common psychological phenomenon of accepting mundane and 
vague personality descriptions as having been generated 
specifically for the individual. This tendency is reinforced if the 
‘Barnum’ is being fed-back from a supposedly highly-accurate 
personality test by HR professionals or psychologists.  
56

 Ghiselli, (1973), The Validity of Aptitude Tests in Personnel 
Selection, Personnel Psychology, 26, pp. 461-477 – a meta-analysis 
of predictive validity coefficients for psychometric test-scores and 
the ‘success’ of individuals in different jobs: Managers 0.22; Clerical 
0.22; Sales 0.32; Manual 0.25; Service industry 0.16. In other 
words, over 90% of a person’s success in a job is due to factors 
other than psychometric test-scores! 
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 Here is an example of a ‘Barnum’- inspired 

questionnaire designed by Forer57: 

1. You have a great need for other people to like and 

admire you. 

2. You have a tendency to be critical of yourself. 

3. You have a great deal of unused capacity which you 

have not turned to your advantage. 

4. While you have some personality weaknesses, you 

are generally able to compensate for them. 

5. Disciplined and self-controlled outside, sometimes 

you tend to worry on the inside.  

6. At times you have serious doubts as to whether you 

have made the right decision or done the right thing. 

7. You prefer a certain amount of change and variety 

and become dissatisfied when hemmed in by 

restrictions and limitations. 

8. You pride yourself as an independent thinker and do 

not accept others' statements without satisfactory 

proof. 
                                                           
57

 Forer, B.R,(1949), The fallacy of personal validation: A classroom 
demonstration of gullibility,  Journal of Abnormal and Social 
Psychology, American Psychological Association. 44 (1): 118–123 
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9. You have found it unwise to be too frank in revealing 

yourself to others. 

10. At times you are extroverted, affable, and sociable, 

while at other times you are introverted, wary, 

reserved. 

11. Some of your aspirations tend to be pretty 

unrealistic. 

12. Security is one of your major goals in life. 

Participants responding to the (same) feedback purporting to 

have come from their answers to this questionnaire, on 

average rated the accuracy of the test to be 4.26 on a 0-5 

scale, where 5 was extremely accurate. 

Personality tests tend to have items that have more than just 

a tinge of a ‘self-fulfilling prophecy’ about them and the 

whole exercise seems somewhat tautological, as the quest 

for internal reliability means that  multiple items are used to 

ask the same question in a different form of words, and the 

resulting feedback mimics this repetition of interchangeable 

meanings e.g. 

1. I like being the centre of attention 

2. I enjoy being in others’ company 

3. I am something of a party-animal 
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4. I like talking a lot 

If you agreed (strongly) with these 4 statements, the score 

and feedback from the test would be that you were an 

extravert or had “a strong tendency towards extraversion”. 

This amounts to a form of pseudo-science, whereby 4 

separate scores are being averaged ‘scientifically’ to produce 

an evaluation that could be more parsimoniously achieved by 

asking the participant a direct question e.g. “On a scale 0-5, 

where 0 = not at all and 5 =  100%, how much of an extravert 

do you consider yourself to be?”   

There are some aspects of personality that cannot be asked 

directly because of a likely social desirability bias e.g. few 

people would admit to being ‘neurotic’. However, many of 

the items contained in personality tests look ‘obvious’.  

This leads on to another point about personality testing: how 

honest are the responses being elicited? Although there are 

attempts at including lie-scales and other checks and 

balances, it is difficult to spot if someone is ‘second-guessing’ 

the answers in order to disguise his/her personality and 

provide a profile which they feel will ‘fit-in’ with what the 

prospective employer is looking for. 

Organizations also exist which offer coaching sessions to 

improve candidates’ psychometric test-results. Prospective 

candidates are coached to respond to aptitude and 
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personality tests in particular ways. Improvement in scores 

can be achieved just by repeating the test-experience. 

 If individuals can be trained to achieve enhanced scoring, 

how valid and the reliable can the tests be, even with robust 

statistical properties? 

More recently, there has been a spate of business scandals 

claiming the headlines in the popular media e.g. the 

Volkswagen emissions cover-up or the banks rigging of the 

Libor rate. This has led to calls from large investment 

companies and politicians for some changes in the make-up 

of boardrooms and tighter control of the Governance of 

companies.  

This has quickly led to the test-industry producing 

questionnaires purporting to identify levels of integrity, 

honesty, impulsivity, stress tolerance and conscientiousness 

in employees. These new personality inventories are 

designed to evaluate the likelihood of individual managers or 

employees engaging in unethical and/or illegal behaviour at 

work and therefore reduce the incidence of future 

organizational misbehavior and fraud. 

But hang-on a minute! In our introduction, I outlined the size 

of the current psychometric-testing industry; it is BIG! We 

also know that psychometric testing in its various guises has 

been used in earnest for selection and recruitment since the 

1950’s. If the tests are so accurate at evaluating prospective 
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candidates, for intelligence, aptitude, personality and now 

honesty etc., surely after nearly 70 years of measuring and 

selecting, we should expect that organizations would be near 

perfect. They should be full of intelligent, personable people, 

who work well together ‘as a team’, engaged with a strong 

corporate culture and sharing in the benefits of a successful 

and profitable business. What has gone wrong? 

Perhaps the psychometric-testing industry should revert to 

measuring penises! 

 

 

 

 

 

 

 

 

 

 



FIX & FIDDLE  ISSUE 1   December 2017 

   

 

97 
 

PHYSICAL APPEARANCE OF JOB APPLICANTS AND 

SUCCESS IN JOB INTERVIEWS                      

Stephen Kit and Paul Arody 

Burlesque College, US. 

ABSTRACT 

Although there is substantial evidence that dress code, non-

verbal behaviour and eye contact, as well as conversational 

skills enhance a candidate’s chance of success in job 

interview there is less systematic evidence of how physical 

characteristics relate to success in the interviewing process.  

A sample of post-graduate job seekers (n = 17), who were 

actively engaged in applying for work-positions, attended an 

interview skills workshop where interactive role-play and 

vicarious learning strategies were employed to develop the 

participants’ skills in interview situations.  

Measures of the NEO ‘Big 5’ Personality traits were obtained 

using the 60 item short form. 

Each participant then received a similar ‘interview outfit’, 

which consisted of navy slacks and a Royal Blue knitwear 

jumper. An inflatable jacket to be worn under the knitwear 

jumper was also provided, with instructions how to pump-it 

to a pre-determined pressure.  
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The post-graduates were then allowed to apply for a range of 

office jobs over a period of four weeks. At a later time these 

students reported the strategies used in the job search and 

success in generating follow-up interviews and job offers. 

The results suggest that personality traits as measured by the 

NEO5 were not related to interviewee's success, however 

there was a strong correlation between inflation pressure 

achieved in the under-vest and job offers. Furthermore there 

was a significant gender interaction effect in the results.  

The discussion examines the possible influence of vest-

pressure on interviewers’ inferences of the applicants’ 

personality during the interview.  

INTRODUCTION 

There has been an emerging consensus among personality 

researchers and personnel practitioners during the last 20 

years or so that the ‘Big 5’ personality dimensions (OCEAN) 

represent  a valid and reliable source of information about 

the individual characteristics of a potential employee. 

Furthermore, there is mounting evidence of a positive 

relationship between these personality variables and work-

based performance (e.g. Hogan et al, 1996). However, there 

is little research to date on the relationship, if any, between 

personality characteristics and success at job interviews. 
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Dunn, Mount, Barrick, and Ones (1995) found that 

interviewers will use prior information about applicants' 

personalities to make evaluations about them during the 

interview and there is also evidence that this process of 

inferring personality from non-verbal cues continues during 

the interview process without prior personality information. 

These trait inferences are made without intention and even 

without awareness (Uleman, 1987).  

The most salient behaviours exhibited by the applicant in an 

interview situation are likely to have a bearing on how the 

interviewers evaluate ‘extraversion’. Extraverted people are 

likely to talk more, be more expressive and generally provide 

more information about themselves (Openness) than 

introverted people. However, when considering the 

dimensions Neuroticism, Conscientiousness and 

Agreeableness, it is more difficult to imagine reliable and 

valid verbal or non-verbal cues that might provide evidence 

for their existence. 

In order to look for more ‘readable’ cues that might be used 

as ‘personality- markers’, the work of William Sheldon, who 

classified personality according to body type was re-

examined. Sheldon called this body type of a person, 

somatotype. [For an overview of Sheldon’s work see: 

Ryckman et al, 1985] 
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Sheldon identified three main somatotypes: 

Sheldon's 

Somatotype 
Character Shape Picture 

Endomorph  

relaxed, 

sociable, 

tolerant, 

comfort-

loving, 

peaceful 

plump, buxom, 

developed 

visceral 

structure 
 

Mesomorph  

active, 

assertive, 

vigorous, 

combative 

muscular 

 

Ectomorph  

quiet, 

fragile, 

restrained, 

non-

assertive, 

sensitive 

lean, delicate, 

poor muscles 
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It was hypothesised that interviewers’ evaluation of 

candidates’ personalities would be based on these physical 

cues. Therefore, when wishing to recruit active, energetic 

and assertive people as potential leaders in the organisation, 

the selection process would favour Mesomorphs. 

Endomorphs could be recruited for more people-friendly 

roles such as found in customer relations etc., and 

ectomorphs would be more suitable for roles ‘behind-the-

scenes’, in jobs associated with technical support and 

technology. 

Previous research has also identified how interview 

preparation can affect job offer outcomes. For example 

Caldwell and O’Reilly (1985), showed that there were 

significant interview outcomes based upon the amount of 

prior research the candidates had carried out about the 

company and position on offer. 

The aim of this present study was to examine how 

personality characteristics (measured and inferred) of job 

applicants impacted on the outcomes of job screening 

interviews. 

Specifically, the personality of the participants was measured 

using the NEO5 personality inventory. This gave a baseline 

measure of the personality traits that might affect the 

interview outcome. However, as discussed earlier, not all 5 of 

these personality characteristics are equally observable in an 

interview situation. The situation is made more complex and 
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obscure because in an interview, candidates are 

understandably trying to show their ‘best side’. 

This study therefore employed a novel system of altering 

body shape to fit one of Sheldon’s three somatotypes. This 

controlled for variation in the scores on the NEO5 

dimensions, and provided a more salient cue for interviewers 

to infer personality of the candidates from their body shape. 

Remember, this inferential process for the most part is 

automatic and takes place below the level of awareness of 

the interviewers. 

The third control in this study was the provision of an 

interview skills workshop for all participants. This provided 

the candidates with equal information and skill sets, so that 

they could prepare equally well for the selection interview 

session.  

This research is designed to add to our understanding of how 

personality is related to the outcome of a job interview 

situation. Personality in this study is represented in two 

ways:  1. by an objective psychometric measure obtained 

using the NEO5 questionnaire and 2. by a process of 

inference from the candidates apparent body shape.  

METHOD 

The participants were an opportunistic sample drawn from 

post-graduate Occupational Psychology students, who were 
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invited to take part in a study about personality and early 

job-searching experiences. 

The participants were informed about the procedure, the 

personality measures and the need to wear the ‘interview 

suit’ and inflatable under-vest. Copies of the BPS ethical 

guidelines were distributed and everyone was told that they 

could withdraw from the study at any time. 

A total of 35 students completed the NEO Five-Factor 

Inventory (NEO-FFI) a shortened version with 60 items, 

designed to take 10-15 minutes for completion, (McCrae, R. 

R., & Costa, P. T., 2004). 

All participants were invited to attend a day-long ‘Interview 

Skills’ workshop that covered appropriate verbal and non-

verbal behaviour in a job interview session. (See Appendix 1 

for copy of handbook). 

After the workshop the students attended a fitting session 

for the interview suit and the inflatable ‘blouse’. Everyone 

was shown how to inflate the under-jacket to the required 

pressure, which was randomly assigned to each participant. 

There were three pressures previously calculated to imitate 

one of the three Sheldon somatotypes by expanding the 

knitwear top. See figure 1 below. 
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Figure 1 Illustration of Inflatable Under-Jacket, 

uncovered, covered and inflated 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Over half of the volunteers chose to withdraw from the study 

at this stage, leaving a sample of 17 students (M = 6, F = 11). 
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Inflating pressures for the under-jacket (blouse) were re-

assigned to balance the distribution of Endomorphs, 

Mesomorphs and Ectomorphs in the final (Interview stage) of 

the study.    

Success in interviewing was measured by the number of job 

offers or follow-up interviews obtained by the candidates. 

RESULTS 

Only statistically significant results are reported or those non-

significant results which raise interesting questions of 

interpretation.  

Several of the results were worth noting: 

1. There were no significant correlations between the 

Big Five personality dimensions and interview 

success. 

 

2. There was a strong relationship between the jacket 

inflation pressure and interview success, however 

this relationship was gender specific. There was no 

significant relationship between inflation pressure 

and interview success for the male group. 

 

 

3. For the female group, there was a significant 

relationship between blouse-pressure and interview 
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success. However, the relationship was not linear. 

When inflation pressure was plotted against 

interview success a curvilinear, bimodal association 

became apparent. 

(See figure 2 below). 

Figure 2 Illustration of curvilinear relationship between 

inflation pressure and interview success for females. 

 

 

These results are consistent with verbal reports (as yet 

unpublished) made to this report’s authors by several 

managers responsible for personnel selection in their 

respective companies. 
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CONCLUSION AND DISCUSSION 

The gender difference in the overall patterns of the 

relationship between under-jacket pressure and interview 

success was unexpected. If the inflated profile was imitating 

Sheldon’s somatotypes across genders, there should have 

been no difference in personality attribution from body 

shape. In all his studies Sheldon makes no mention of gender 

differences. This finding in the study was checked with a 

computed canonical correlation between pressure and 

success, which confirmed the result. This robust but puzzling 

result needs further investigation, as it challenges some of 

the orthodoxy surrounding the dynamics involved in 

interviewing situations and has serious implications for 

interviewers and job candidates alike. 

Inspiration for this study was drawn in the first instance from 

the paper by David Caldwell and Jerry Burger, PERSONALITY 

CHARACTERISTICS OF JOB APPLICANTS AND SUCCESS IN 

SCREENING INTERVIEWS, Personnel Psychology, 51, 1998. 
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Balancing Corporate Reputation: employee 
perceptions of brand-Identity and customer 
perceptions of brand-Image need 
synchronising. 
 

N. Marlow  

Director @ Synaptic-Spark 

INTRODUCTION 

Several previous studies have identified the inter-dependent 

nature of employee and customer perceptions of an 

organisation58.  Generally, if employees have a positive 

perception of their organisation, it tends to have a positive 

effect on customer perceptions of the business and vice 

versa59. There seems to be some sort of ‘emotional 

                                                           
58

 See for example: 1. Fombrun, C.J. (1996) ‘Reputation: Realising value from 

the corporate image’, Harvard Business School Press, Cambridge, MA; 2. Hatch, M-J, 
& Schultz, M. (1997) ‘Relation between organizational culture, identity and image’, 
European Journal of Marketing, 31 (5–6), 356–365; 3. Davies, G & Chun, R (2002), 
Gaps Between the Internal and External Perceptions of the Corporate Brand, 
Corporate Reputation Review, Vol. 5, Nos.2/3, p144-158 
 
59

 De Chernatony, L. (1999) ‘Brand management through narrowing 
the gap between brand identity and brand reputation’, Journal of 
Marketing Management, 15 (1), 157–179. 
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contagion’60 between the different sets of stakeholders, 

which can mutually influence perceptions of corporate 

identity (employees) and corporate image (customers). 

Cross-contamination occurs at critical touch-points in the 

customer journey-experience.  

The relationship between these two ‘reputation makers & 

breakers’ is shown in figure 1 below: 

Fig. 1: The Interdependence of Corporate Identity and 

Corporate Image with mutual feedback loop 

 

 

 

 

 

 

 

                                                           
60

 Pugh, S.D. (2001) ‘Service with a smile: Emotional contagion in 
the service encounter’, Academy of Management Journal, 44 (5), 
1018–1027. 
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It follows that decision-makers in an organisation must have 

an up-to-date snapshot of both their brand-identity (internal) 

and brand-image (external); and ideally these should ideally 

be continuously monitored.   

The optimum position will be a strong positive identity and a 

strong positive image; however it is possible that both 

identity and image are perceived negatively, in which case 

immediate action would be called for. There are also two 

other possibilities when the perceptions of identity and 

image are mis-aligned, where identity is positive and image 

negative or where identity is negative and image positive.  

The 4 possible conditions are illustrated in figure 2 below: 
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Fig. 2: The GAP-analysis matrix for Corporate Identity and 

Corporate Image  

Obviously CEO’s should continually seek to create a positive 

perception of their business both internally and externally. 

Steps should be quickly taken to reduce any ‘gaps’ appearing 

(e.g. Hatch and Schultz, 2001)61. These gaps are more often 

created between the ‘management view’ of an organisation 

                                                           
61

 Hatch, M-J, and Schultz, M. (1997) ‘Relation between 
organizational culture, identity and image’, European Journal of 
Marketing, 31 (5–6), p356–365 
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and the experiences of employees and/or customers (Davies 

and Miles, 1998)62. 

The ‘management view’ of reputation is often based upon 

‘core-values’.  Examples of research into this area (e.g. Davies 

et al, (2003)63; Morley, 199864) elicit concepts such as 

‘Honesty’, ‘Integrity’ and ‘Trustworthiness’ as prominent 

aspects of reputation. A summary of the CEO’s responses to 

the question “What do you think is important in influencing 

Corporate Reputation” is set out in table 1 below: 

Table 1: Corporate Core Values as expressed by CEO’s during 

personal interviews 

Organisational 
Behaviour  

Organisational Core-
Values 

Customer-Facing 
Behaviour 

Teamwork Authenticity Value for Money 
(VFM) 

Continuous 
Improvement 

Sustainability Good Service 

Innovative Honesty Caring 

Sharing Success Integrity Reliability 

Listening to each Cultural Diversity Customer 

                                                           
62

 Davies, G.J. and Miles, L. (1998) ‘Reputation management: 
Theory versus practice’, Corporate Reputation Review, 2 (1), 16–27. 
63

 Davies, G., Chun, R., Da Silva, R-V, and Roper, S., (2003); 
Corporate Reputation and Competitiveness, Routledge, London and 
New York 
64

 Morley, M, (1998); Corporate Communications: a benchmark 
study of the current state of the art and practice; Corporate 
Reputation Review 2, (1), p78-86 
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other Orientation 

Having Fun Trust Offering Personal 
Service 

Speed Being unique First Class Service 

Decisiveness Straightforward Value for Customer 

Individual 
Responsibility 

Human Family Oriented 

Team Responsibility Helpful  

Results Oriented Trustworthy  

Engaging Caring  

Pleasantly 
Surprising 

Social Responsibility  

Quality Respect  

Good Management We do what we say  

Partnership with 
suppliers 

Honour 
Commitments 

 

Sense of Challenge   

Striving to do better   

(After Davies et al, (2003) ref. 6 below, p.47). 

An increasing number of research papers addressing the 

topic of corporate reputation have been published 

throughout the last decade.  This body of work strongly 

indicates that a good reputation attracts both customers and 

talent to the business, e.g. Frombrun and van Riel (2004)65. It 

also indicates how an organisation’s reputation provides an 

opportunity to charge a premium for its brand(s), Shapiro 

                                                           
65

 Fombrun, C. J .and van Riel, C. B. M; ( 2004 ) Fame and Fortune: 
How Successful Companies build Winning 
Reputation, Financial Times Prentice-Hall, New York, Ford, J. K  
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(1983)66, whilst at the same time receiving favourable press 

coverage (Frombrun (1996)67. 

On the other hand, gaps between the “wished-for” corporate 

reputation and the perceptions of internal (employees) and 

external (customers) stakeholders are associated with a 

likelihood of future problems, Dowling (1994)68. The media is 

replete with such occasions when whistle-blowers or 

investigative reporters have alerted the public to high-level 

misdemeanours. Recent examples include: corporate fraud 

at Tesco; criminal conspiracy by Sir Phillip Green & Mr. 

Chappell of BHS infamy; cheating and lying at Volkswagen 

about the emission scandal; dishonesty at RBS in misleading 

small businesses; “Victorian practices” condoned by Mike 

Ashley at Sports Direct; fiddling at Barclays with the 

manipulation of the Libor rate. The list of examples is 

extensive.  

Such amoral, irresponsible and downright criminal behaviour 

along with dodgy decision-making have cost these 

                                                           
66

 Shapiro , C .( 1983 ) ‘ Premiums for high-quality products as 
returns to reputations ’ , Quarterly Journal of Economics, 98 (4) , 
659 – 679 . 
67

 Fombrun, C. J. (1996) Reputation: Realizing Value from the 
Corporate Image, Harvard Business School Press, Cambridge, MA. 
11 Dowling, G.R. (1994) ‘Corporate Reputations: Strategies for 
Developing the Corporate Brand’, Kogan Page Limited, London, UK. 
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corporations £Billions and led to “legal action, malodourous 

headlines and tainted brand images with disastrous effects 

on sales, profits and share-prices69.  

Nowadays any sensible organisation is going to try to portray 

itself as ethical, socially responsible and environmentally 

friendly. Likewise the organisation will attempt to encourage 

the perception of being an enlightened employer by 

promoting certain core values, such as integrity, 

trustworthiness, respect and empathy. The process of taking 

care of appearances and ‘looking-good’ is as natural for 

organisations as it is for people. We all want to be seen in the 

best light as possible.  

As part of our on-going day-to-day lives, we all engage in the 

‘game’ of playing different roles according to the different 

situations and audiences that we are confronted with. We 

dress-up (or down) as we think is suitable for the occasion 

and adjust our conversion and behaviour to suit. This analogy 

to a theatre or film performance is drawn from the work of 

Erving Goffman70 and can be used in order to more fully 

                                                           
 
 

12 (See: e-magazine “Fix n’ Fiddle”, Issue 1, spring 2016, available at 
http://synaptic-spark.eu/). 
13 Goffman, E., (1956). The Presentation of Self in Everyday Life, New York: 
Doubleday 
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understand the corresponding impression management of 

brand image and brand identity. 

Annually, there are many examples of poor decision-making 

at executive and Boardroom levels. These decisions have 

embroiled businesses in legal action, created malodorous 

headlines and tainted the business’s image with subsequent 

negative effects on sales, profits and share-prices.  

 For instance, the example of Volkswagen given earlier, 

demonstrates how the handling of the exposed gap between 

the ‘impression management front’ and the perceptions of 

customers was initially mishandled. The top decision makers 

at Volkswagen at first adopted a ‘cosy’ stance and tried to 

ignore the feedback from its markets. Eventually, feigned 

ignorance became denial and cover-up. 

After being forced to disclose that the car-manufacturer had 

intentionally set controls on its diesel engines to 

misrepresent emissions levels, there was an immediate 

plunge in Volkswagen’s stock price. There followed 

government investigations in North America, Europe, and 

Asia, the resignation of its CEO and the suspension of other 

executives. As a consequence, the company registered a 

record loss in 2015 and is currently setting aside a 

contingency fund of over $19 billion to meet estimated 

future liabilities. 
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But this is not the limit of the damage. Groysberg et al 

(2016)71 have found that there is a ‘hidden’ collateral damage 

associated with the damage done to brand reputation. 

Employees at scandal-hit companies pay a penalty on the job 

market; even if they can clearly show that they were not 

involved in the decision making. Their own ‘image’ is tainted 

by association, and future earnings are negatively affected. 

This phenomenon is known as “Brand Stigma”. 

“Stigma” was first defined as a psychological phenomenon by 

Erving Goffman (1963). He defined it as being the discrediting 

and rejection of a person because of a perceived association 

with a negative characteristic.  

Subjectively, if the characteristic is seen as 

uncontrollable/natural, then any discrimination is seen as 

unjust e.g. race or disability discrimination. However, the 

discrimination is seen as socially acceptable if the association 

with the negative characteristic is perceived as controllable 

(i.e. a result of the person’s own willingness or discretion). 

This process of stigmatization also occurs with brands and 

even whole industries (e.g. banking) when they become 

                                                           
71 (This excerpt is an edited version from the original article titled “The Scandal 

Effect” by Boris Groysberg, Eric Lin, George Serafeim and Robin Adams in the 

September 2016 Issue of the Harvard Business Review p.90-98).                                    
https://hbr.org/2016/09/the-scandal-effect 

 

https://hbr.org/2016/09/the-scandal-effect
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associated with reckless or amoral decision making. The 

important point is that the perceived wrongdoing must be 

seen as a conscious behaviour or an active choice; unthinking 

behaviour or accidental transgressions of social norms and 

values are tolerated, especially if contrition by the 

perpetrator is shown. 

Organisational stigma can lead to consumer boycotts, social 

media trolling, negative WOM, and the collapse of employee 

confidence and morale. The stigma is contagious and can 

spread through whole industries leading to a general malaise 

that affects talent recruitment and retention. 

The process of stigmatization is hardly ever rational. It is part 

of the human survival system and belongs with the raft of 

instinctual behaviour that happens without much conscious 

thought. At this emotional level, stigmatization is the 

“disgust” response, which helps us avoid contamination. 

Usually as good citizens, we “want nothing to do with” 

infection & pollution, moral wrongdoing, deviancy, or other 

taboo substances or practices. We are protecting our set of 

values from “otherness”.   

This instinctual evaluation or judgement happens 

automatically and almost instantaneously, and is the basis of 

stereotyping. 

Once a positive reputation (image and identity) has been 

created, steps must be taken to protect it. These would 
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include discipline; making sure everyone in management 

positions are ‘on-script’ and loyalty; demonstrating a deeper 

commitment or engagement with the brand message.  

However, behind the impression management ‘screen’, there 

will be negative information about the brand that contradicts 

the ‘wished-for’ image. This hidden information represents a 

‘brand-shadow’ and is maintained as ‘insider knowledge’ that 

is only shared with others in the management in-group. 

Keeping these corporate secrets demonstrates 

trustworthiness to others within the ‘in-the-know’ group and 

helps with the bonding between individuals in the top-

management team. 

‘Secrecy’ is only one aspect of the information flow 

surrounding the establishment and maintenance of 

organizational reputation.  

Figure 3 below illustrates the four facets of reputation 

according to the ways in which the senior decision-makers 

within the organization behave and to what degree the 

management’s wished-for perceptions are aligned with the 

experiences and perceptions of other stakeholders.   
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Fig. 3: The Management of Reputation Matrix 

The “Outward Show” quadrant represents the management’s 

wished-for brand-image and identity. This may be 

encapsulated in a vision-statement and reinforced with 

‘official’ communications material from the marketing/PR 

and HR departments. This is the ‘persona ‘of the 

organisation; its public face for customers and employees. 

However, behind the mask, organizational problems still 

remain, hidden or camouflaged. The management would 
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prefer that this information remains under wraps. Some of 

this material may be commercially sensitive and justifiably be 

withheld from a wider audience. However, other information 

may involve sharp practices, overstated quality/performance 

claims, dubious claims to be environmentally friendly etc.  

Customers have become increasingly cynical about marketing 

messages and target audiences (including employees) are no 

longer ‘suckers’ for brand propaganda. Thus when the official 

corporate messaging is contradicted by personal experience, 

negative WOM and social media stories begin to circulate 

‘virally’ almost immediately. The organisation’s reputation is 

damaged, particularly as these ‘neutral’ sources are often 

attributed as being more honest and trustworthy than 

marketing or PR sources72.  

Similarly, if employees are unengaged and feel let down or 

deceived by the organisation, the brand identity is damaged 

to some extent. Every employee in the business should know 

what the brand stands for and be capable of delivering the 

brand's values and promises at all times. This will negatively 

affect employee motivation and engagement. 

However, employees form part of the customer journey. The 

influence of the employee-customer touch-points is 

particularly important for customer facing staff. The 

                                                           
72

 See Wyer, R. S., and Carlston, D. E., (1979); Social Cognition, 
Inferences and Attribution; Psychology Press 



FIX & FIDDLE  ISSUE 1   December 2017 

   

 

123 
 

interdependency of brand identity and brand image means 

that the damage will eventually leak into the marketplace 

and have more impact on brand identity and brand-image 

than any marketing campaign will ever do73. 

An unresponsive or obtuse customer-service representative, 

or someone sullen and disgruntled in telesales or an 

unreceptive account manager can provide a strong negative 

experience. The upset and frustration can easily end-up on a 

blog-site, with negative emotions about the brand shared by 

WOM with other users. This in turn can make it harder to 

recruit outstanding candidates, and more difficult to 

convince potential customers about the brand values.  

Management must deal with this problem area by adopting a 

mature and responsible attitude towards all of the 

organisation’s major stakeholders. They should show 

integrity, with an open and honest approach to dealing with 

the difficulties and dilemmas that the complexity and 

ambiguity of the modern business environment stir up.  

The key to minimising the “Brand Shadow” is prompt and 

truthful disclosure of potentially embarrassing incidents, 

quality problems or discreditable behaviour before they leak 

into the public domain through informal channels. For the 

long-term health of the brand ‘the shadow’ must be 

minimised by top-management action. By taking a 

                                                           
73

 ibid 
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courageous and responsible stance the CEO and his/her team 

can lead an honest and open business approach that will 

engender trust and loyalty. 

 It is also vitally important for the business to be open to 

feedback. The feedback received should be free from bias 

and taken seriously however hurtful, and acted upon. This 

matter is addressed in the ‘Cosy’ quadrant. 

The ‘Cosy’ quadrant represents a management team that is 

beginning to believe its own PR! They are comfortable with 

the status quo and are confident that the data elicited from 

regular employee and customer satisfaction surveys 

(including NPS74) is giving them a true picture of the business. 

Here is a WAKE-UP call for all such bedazzled teams. 

As previously pointed-out brand stigma is a phenomenon 

generated by poor decision making that erodes a business’s 

reputation. It is a psychological concept and exists in the 

minds of employees and consumers. It can be looked upon as 

a negative or shadow brand image or identity. If the shadow 

is left unattended, it will eventually destroy a business. The 

stigma is contagious, so that employees, customers and 

investors become wary of using the brand. They are fearful of 

                                                           
74

 The NPS or Net Promoter Score is a global metric used widely to 
assess how a business is doing. It consists of a 10-point scale that 
discriminates between those who would recommend the business, 
those who are neutral, and those who are detractors. 
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becoming tarnished via that well-known “guilt by 

association”. 

There is no quick cure, only a long period of hurt and pain 

until the links between the Brand and negative associations 

weaken with time. 

The quick fix or fiddle will not work! 
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We hope that you found this first issue of Fix & 

Fiddle interesting and informative. 

 

We would welcome any 

comments/feedback/suggestions: 

Please email: call@synaptic-spark.eu 


