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Liyousa Taghikilanidamavandi (Ukraine)

BUILDING A CULTURE
OF EXCELLENCE BY TRANSFORMING
TOXIC CORPORATE ENVIRONMENTS

Abstract

The article explores the profound impact of corporate culture on organizational performance and

employee well-being. It delves into the detrimental effects of toxic corporate culture, characterized

by poor leadership, ineffective communication, high-stress levels, and unethical behavior, which

collectively undermine productivity and morale. The study also examines the significant econom-
ic impact of toxic corporate culture, including decreased productivity, high employee turnover,
increased absenteeism, reputational damage, legal and ethical costs, and reduced innovation. The

article proposes a comprehensive framework for cultural transformation, emphasizing the impor-
tance of leadership development, emotional intelligence training, open communication, recogni-
tion and rewards, work-life balance initiatives, diversity and inclusion programs, conflict resolu-
tion training, and continuous learning and development. By implementing these evidence-based

strategies, organizations can transition from toxic environments to thriving, healthy workplaces

that foster excellence and sustainable success. This approach not only enhances employee satisfac-
tion and engagement but also drives innovation and economic growth within the organization.

Keywords toxic corporate culture, leadership development,
emotional intelligence, open communication, work-life
balance, economic impact

JEL Classification M12, M19

JI. TarikinanigamaBangi (Yxpaina)

[TIOBYIOBA KVYJIbTYPU
JOCKOHAJIOCTT IIVTAXOM
TPAHCO®OPMAIIII TOKCMYHUX
KOPITOPATBHMX CEPENOBMNII]

AHoOTauiA

CrarTa [OCTipKye IMMO0KMII BIUIMB KOPIIOPATUBHOI KYIbTYpM Ha e(eKTUBHICTb OpraHisail
Ta 706pobyT mpariBHMKiB. BoHa posriAjae MKimmMBi HACHIIKM TOKCHMYHOI KOPIOPATUBHOL
KyIbTYpH, IO XapaKTepuU3yeTbCA IOTaHMM JIIepCTBOM, HeeeKTMBHOI KOMYHiKalli€o,
BUCOKMM PiBHEM CTPECY Ta HEETUYHOIO IOBEiHKOIO, AKi CIITbHO MiIpUBaIOTh IPOAYKTUBHICTh
i MopanmbHMil myX. JOCHiIKEHHs TaKOX aHaji3ye 3HAYHMI €KOHOMIYHWIT BIUIMB TOKCUYHOL
KOPIIOPATMBHOI KY/IbTYPU, BK/IIOYAI049M SHVDKEHH IPOXYKTUBHOCTI, BUCOKWIA PiBEHb INIMHHOCTI
KaJipiB, 301/IbIeHHA KiTbKOCTI BifICy THOCTElT Ha po6OTi, peryTaljiiiHi BTpaTu, IpaBoBi Ta e TUYHi
BUTPATH, a TAKOXX 3HVDKEHHS iHHOBAILiiL.

CrarTsi IpPOIOHYE KOMIUIEKCHY pPaMKOBY HpOrpaMy /i KyIbTYpHOI TpaHchopMmaliii,
Haro/IoNyl04) Ha BAX/IMBOCTI PO3BUTKY JIiIEPCTBA, TPEHIiHTiB 3 €MOLiIHOrO iHTENeKTY,
BifIKpUTOI KOMYHIKaIlii, CCTeM BM3HAHHS Ta HArOpof, iHiliaTuB s O6amaHCcy MDK po6OTOR
Ta OCOOMCTMM SKUTTAM, HPOTpaM piSHOMAHITHOCTI Ta IHK/MO3ii, TpeHiHTiB 3 BUpilleHHA
KOHQITIKTIB Ta 6e31iepepBHOr0 HABYAHHS Ta PO3BUTKY. 3aCTOCOBYIOUN 11i HAYKOBO OOIPYHTOBAHI
CTpaTeril, opranisanii MOy Tb IepeiTH Bijl TOKCMYHIX CEPEJOBMII IO MPOLBITAI0UNX 30POBUX
PO6OYMX MiCIIb, 1110 CHPUATUMYTD JOCKOHAJIOCTI Ta CTlOMy ycIixy Kommanil. [eit minxin He
TiZIbKM TIOKpALy€e 3al0BOJIEHICTb Ta 3a/ly4YeHICTb MpalliBHMKIB, aje il CTUMY/IIOE iHHOBaIil Ta
€KOHOMi4He 3pOCTaHHsA BCepeyHi OpraHisariii.

Katouosi cnoBa TOKCUYHA KOPIIOpaTUBHA KY/IbTypa, PO3BUTOK
JifepcTBa, eMOLIIHNUI iIHTENEKT, BiJKpUTE CIi/IKyBaHH,
6anaHc MiXX pOOOTOI0 Ta OCOOUCTIM XUTTSM,
€KOHOMIYHMII BIVIMB

Knacudikauia JEL M12, M19

http://dx.doi.org/10.21511/sIrtp.13(2).2023.04 33



Social and Labour Relations: Theory and Practice, Volume 13, Issue 2, 2023

INTRODUCTION

Corporate culture encompasses the shared values, beliefs, and principles that define the collective
identity and behaviors of all members within an organization. It plays a crucial role in shaping
the workplace environment, influencing employee behavior, and ultimately affecting the overall
performance of the company. A positive corporate culture is known to boost employee satisfaction,
productivity, and innovation, whereas a toxic corporate culture can lead to significant negative
outcomes for both employees and the organization. Toxic corporate culture is characterized by poor
leadership, ineffective communication, high levels of stress and burnout, and unethical behavior. Poor
leadership, such as leaders who fail to provide clear direction, demonstrate empathy, or recognize and
reward employee contributions, can create an environment of confusion and low morale. Ineffective
communication, where information is withheld or poorly conveyed, can lead to mistrust, rumors,
and unresolved issues among employees. High-stress levels, often resulting from unattainable goals,
excessive workloads, and a lack of work-life balance, contribute to burnout and decreased productivity.
Unethical behavior, including favoritism, bullying, and discrimination, further undermines the work
environment, leading to employee disengagement and turnover. The economic impact of toxic corporate
culture is profound and multifaceted. Decreased productivity, high employee turnover, increased
absenteeism, reputational damage, legal and ethical costs, and reduced innovation are all significant
consequences. Studies have shown that employees working in toxic environments are more likely to
experience health issues and lower productivity, which directly affects the organization’s output and
efficiency. High turnover rates result in substantial costs related to recruiting, hiring, and training new
employees, while increased absenteeism due to stress-related illnesses exacerbates productivity losses.
Reputational damage from negative reviews, public scandals, and poor word-of-mouth can make it
challenging to attract top talent and maintain customer loyalty. Legal and ethical costs arising from
harassment, discrimination claims, and regulatory fines further strain financial resources. Additionally,
reduced innovation occurs as toxic cultures stifle creativity and discourage open communication and
risk-taking, essential elements for maintaining a competitive edge This research seeks to investigate the
profound impacts of toxic corporate culture on organizational performance and employee well-being,
emphasizing the importance of emotional intelligence (EQ) in management. The study seeks to provide
an in-depth analysis of how deficiencies in EQ among management teams significantly contribute to
the development and perpetuation of toxic corporate environments. Furthermore, the study aims to
propose a comprehensive framework for cultural transformation that includes leadership development,
emotional intelligence training, open communication, recognition and rewards, work-life balance
initiatives, diversity and inclusion programs, conflict resolution training, and continuous learning
and development. By implementing these evidence-based strategies, organizations can transition from
toxic environments to thriving, healthy workplaces that foster excellence and sustainable success. This
approach not only enhances employee satisfaction and engagement but also drives innovation and
economic growth within the organization. By focusing on leadership development, organizations
can cultivate leaders who are capable of providing clear direction, demonstrating empathy, and
effectively recognizing and rewarding employee contributions. Emotional intelligence training helps
improve interpersonal relationships, reduce conflicts, and create a supportive work environment. Open
communication channels build trust and ensure that issues are addressed promptly and constructively.
Recognition and rewards systems motivate employees by acknowledging their efforts and achievements,
leading to increased job satisfaction and loyalty. Work-life balance initiatives, such as flexible work
arrangements and wellness programs, reduce stress and burnout, promoting overall employee well-being.
Diversity and inclusion programs create a more innovative and adaptable workforce by encouraging
diverse perspectives and ideas. Conflict resolution training equips employees and leaders with the
skills to address issues constructively, preventing conflicts from escalating. Continuous learning and
development opportunities keep employees engaged and adaptable to changing business needs. In
summary, addressing toxic corporate culture is essential for enhancing organizational performance
and employee well-being. By implementing a comprehensive framework for cultural transformation,
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organizations can create healthy, thriving workplaces that foster excellence, sustainable success, and
economic growth. The findings from this study underscore the importance of systematic training and
development as potent tools for achieving strategic goals and fostering a culture of excellence.

1. LITERATURE REVIEW

The detrimental impact of a toxic corporate culture
extends beyond the emotional and psychological
well-being of employees. Goleman (1995) in
Emotional Intelligence argues that leaders with
high EQ are better at managing their emotions
and understanding the emotions of others, which
fosters a healthier work environment. Leaders
lacking EQ often fail to provide clear direction,
demonstrate empathy, or recognize and reward
employee contributions, which can create an
environment of confusion and low morale.
According to Goleman, leaders who do not
provide a clear vision or direction for the company
can create confusion and uncertainty among
employees. Overly controlling leaders who do not
trust their employees to perform their tasks can
stifle creativity and independence. Additionally,
leaders who fail to show understanding and
compassion for their employees’ needs and
concerns contribute significantly to a toxic
work environment. Bass and Riggio (2006) note
that when information is withheld or poorly
communicated, it can lead to mistrust and rumors.
A lack of constructive feedback or communication
channels for employees to voice their concerns can
lead to unresolved issues and dissatisfaction. An
environment where gossip and rumors thrive can
erode trust and create divisions among employees.
Pink (2009) points out that setting unattainable
goals and deadlines can lead to chronic stress and
burnout. Excessive workloads without adequate
support can overwhelm employees. Encouraging
a culture where employees are expected to be
always available can negatively impact their
personal lives and well-being. According to Cloke
and Goldsmith (2011) tolerating or ignoring
bullying and harassment can create a hostile
work environment. Favoritism or hiring based
on personal connections rather than merit can
lead to resentment and disengagement among
other employees. Poor team dynamics and lack of
collaboration can foster competition and conflict
rather than cooperation. As stated by Kouzes and
Posner (2017) failing to acknowledge and reward
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employees’ hard work and accomplishments
can lead to a lack of motivation. Inequities in
pay and benefits can create dissatisfaction and a
sense of unfairness among employees. A lack of
growth and development opportunities can cause
employees to feel stuck and unvalued. Covey
and Merrill (2006) argue that strict adherence
to outdated practices and resistance to new
ideas can stifle innovation and adaptability.
Organizations that do not listen to or act on
employee feedback can become stagnant and fail
to address underlying issues. An environment that
does not value diverse perspectives and inclusivity
can alienate employees and limit creativity. The
economic impact of a toxic corporate culture on
organizations can be profound and multifaceted,
influencing  everything  from  employee
performance to the company’s bottom line. A
toxic corporate culture often leads to low employee
morale, high levels of stress, and burnout. These
factors significantly reduce employee productivity.
Employees who feel undervalued, unsupported,
and stressed are less likely to perform at their
best. This decline in productivity directly affects
the organization’s output and efficiency, leading
to lower overall performance and profitability.
A study published in the “Harvard Business
Review” found that employees working in high-
pressure environments with toxic cultures were
more likely to experience health issues, which in
turn reduced their productivity. The same study
indicated that such environments could decrease
employee performance by up to 12%. High
employee turnover is one of the most immediate
economic impacts of a toxic corporate culture.
When employees leave, organizations incur
significant costs related to recruiting, hiring, and
training new staff. Additionally, high turnover
can disrupt team dynamics and lead to a loss
of institutional knowledge, further reducing
productivity. According to the Society for Human
Resource Management (SHRM), the average cost
to replace an employee is about six to nine months
of their salary. For high-level positions, this
cost can be significantly higher. Toxic corporate
cultures characterized by poor leadership and
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lack of support are a major driver of high turnover
rates. Employees in toxic work environments are
more likely to take sick leave due to stress-related
illnesses and low morale. Increased absenteeism
not only affects productivity but also adds to the
workload of remaining employees, exacerbating
stress and perpetuating a cycle of absenteeism. A
report by the World Health Organization (WHO)
states that workplace stress is a leading cause
of absenteeism globally. In organizations with
toxic cultures, absenteeism rates are significantly
higher, leading to substantial economic losses. A
toxic corporate culture can severely damage an
organization’s reputation, making it difficult to
attract top talent and maintain customer loyalty.
Negative reviews on job sites, poor word-of-mouth,
and public scandals can tarnish an organization’s
image, leading to decreased sales and recruitment
challenges. A study by Weber Shandwick found
that companies with strong reputations attract
better talent and enjoy higher customer loyalty.
Conversely, organizations with toxic cultures
face reputational risks that can lead to a decline
in consumer trust and a negative impact on
sales. Toxic cultures are often breeding grounds
for unethical behaviors such as harassment,
discrimination, and fraud. These behaviors can
result in legal actions against the company, leading
to costly settlements, legal fees, and regulatory
fines. Additionally, ethical breaches can cause
long-term damage to the organization’s credibility
and market position. The U.S. Equal Employment
Opportunity Commission (EEOC) reported that
workplace harassment claims cost companies
hundreds of millions of dollars annually in
settlements and legal fees. Companies with toxic
cultures are more prone to such legal issues,
impacting their financial stability. Innovation
thrives in environments where employees feel
safe, valued, and encouraged to take risks.
Toxic corporate cultures stifle creativity and
innovation by fostering fear, discouraging open
communication, and punishing failure. This can
lead to a stagnation in new ideas and a decline in
competitive advantage. The economic impact of
a toxic corporate culture is significant and far-
reaching. From decreased productivity and high
employee turnover to increased absenteeism,
reputational damage, and legal costs, the
financial toll on organizations can be substantial.
Addressing and transforming toxic corporate
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cultures is not only a matter of employee well-
being but also a critical economic imperative for
organizations aiming to sustain long-term success
and competitiveness.

2. AIMS

The main goal of this studyis to explore the profound
impact of toxic corporate culture on organizational
performance and employee well-being, with a
particular focuson therole of Emotional Intelligence
(EQ) in management. The study seeks to provide
an in-depth analysis of how deficiencies in EQ
among management teams significantly contribute
to the development and perpetuation of toxic
corporate environments. These environments are
characterized by poor communication, ineffective
leadership, high levels of stress and burnout, and
low employee morale and engagement. Additionally,
the study aims to examine the significant economic
impacts of toxic corporate culture, which include
decreased productivity, high employee turnover,
increased absenteeism, reputational damage,
legal and ethical costs, and reduced innovation.
By addressing these factors, the study aims to
highlight the critical economic imperative for
organizations to transform toxic environments into
thriving, healthy workplaces that foster excellence,
sustainable success, and economic growth. The
study proposes a comprehensive framework for
cultural transformation that includes leadership
development, emotional intelligence training, open
communication, recognition and rewards, work-
life balance initiatives, diversity and inclusion
programs, conflict resolution training, and
continuous learning and development. Through
this framework, the study seeks to demonstrate
how organizations can transition from toxic
environments to thriving, healthy workplaces
that foster excellence and sustainable success. This
transformation is essential not only for enhancing
employee satisfaction and engagement but also for
driving innovation and economic growth within
the organization.

3. METHODS

This study utilizes a mixed-methods approach to
explore the effects of toxic corporate culture on

http://dx.doi.org/10.21511/slrtp.13(2).2023.04
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organizational performance and employee well-
being, with a particular focus on its economic
implications. The research design includes both
quantitative and qualitative methods to provide a
comprehensive understanding of the phenomenon.

4. RESEARCH DESIGN

4.1. Sample and Data Collection

The study was conducted using a diverse sample of
employees from various industries. A total of 500
employees were randomly selected to participate
in the survey. Structured questionnaires
were distributed to these employees to gather
quantitative data on their perceptions and
experiences related to the corporate culture. Out
of the 500 distributed questionnaires, 450 were
returned, resulting in a response rate of 90%.
Of these, 400 were usable for analysis, while 50
were unusable due to incomplete or inconsistent
responses. In addition to the survey, in-depth
interviews were conducted with a purposive
sample of 20 employees to gain qualitative insights
into the specific issues and challenges associated
with toxic corporate cultures. These interviews
helped to contextualize the quantitative findings
and provided a deeper understanding of the
underlying factors contributing to toxic work
environments.

4.2.Survey Instrument

The structured questionnaire used in this study
consisted of two main sections. The first section
collected demographic information, such as age,
gender, position, and tenure with the company. The
second section consisted of questions addressing
the main elements of toxic corporate culture,
including leadership, communication, stress levels,
recognition and rewards, and ethical behavior.
Participants rated their level of agreement with
different statements on a Likert scale from 1
(strongly disagree) to 5 (strongly agree).

4.3.Data Analysis
The quantitative data from the questionnaires

were processed using the SPSS (Statistical Package
for the Social Sciences) software. To summarize

http://dx.doi.org/10.21511/sIrtp.13(2).2023.04

the responses, descriptive statistics, including
averages, standard deviations, and percentage
distributions, were utilized. Inferential statistics,
including correlation and regression analysis,
were used to explore the relationships between
toxic corporate culture and its effects on employee
performance and organizational outcomes.
Qualitative data from the in-depth interviews were
analyzed using thematic analysis. The interviews
were transcribed verbatim, and recurring themes
and patterns were identified and categorized. This
qualitative analysis provided context and depth to
the quantitative findings, helping to explain the
nuances of toxic corporate cultures.

4.4.Ethical Considerations

The study followed ethical guidelines to protect
the confidentiality and anonymity of participants.
Informed consent was obtained from all
respondents before they took part in the survey
and interviews. Participants were guaranteed
that their responses would remain confidential
and be used exclusively for research purposes.
Additionally, the study received approval from
the relevant institutional review board (IRB) to
ensure compliance with ethical standards. This
methodology section outlines the mixed-methods
approach used to investigate the impact of toxic
corporate culture. By combining quantitative data
from structured questionnaires with qualitative
insights from in-depth interviews, the study
provides a comprehensive understanding of the
economic and organizational implications of toxic
corporate culture. The rigorous data collection
and analysis procedures ensure the reliability
and validity of the findings, contributing valuable
knowledge to the field of organizational behavior
and management.

5. RESULTS

The study aimed to explore the profound effects
of toxic corporate culture on organizational
performance and employee well-being, with a
particular focus on itseconomicimpact. The survey
data provided valuable insights into the various
dimensions of these impacts. One of the most
immediate and visible impacts of a toxic corporate
culture is high employee turnover. The survey
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Table 1. Summary of distributed, returned, usable, and non-response questionnaires

Source: SHRM Survey (2019).

Condition Distributed Returned Usable Unusable Non-response
: Questionnaires | Questionnaires | Questionnaires Questionnaires Questionnaires
_Number of Employees . 500 5 450 : 400 80 .50

Percentage 100%

90%

80% 10% 10%

results indicated that 65% of the respondents had
considered leaving the company due to the toxic
work environment. This high turnover rate leads
to significant costs related to recruiting, hiring,
and training new employees. The Society for
Human Resource Management (SHRM) reports
that the average expense of replacing an employee
is roughly equivalent to six to nine months of their
salary, leading to significant financial losses for
the organization (SHRM, 2019). High turnover
disrupts team dynamics and results in the loss
of institutional knowledge, further reducing
productivity and increasing operational costs.
Decreased productivity was reported by 78%
of the employees surveyed. The toxic corporate
culture, characterized by low morale, high stress,
and burnout, significantly reduces employees’
ability to perform at their best. Employees who feel
undervalued, unsupported, and stressed are less
likely to be productive. This decline in productivity
directly affects the organization’s output and
efficiency, leading tolower overall performanceand
profitability. Increased absenteeism was another
significant impact identified in the survey, with
54% of employees reporting higher absenteeism
rates due to stress-related illnesses and low
morale. The World Health Organization (WHO)
states that workplace stress is a leading cause of
absenteeism globally (WHO, 2021; Bui, Zackula,
Dugan, & Ablah, 2021). In organizations with
toxic cultures, absenteeism rates are significantly
higher, leading to substantial economiclosses. This
not only affects productivity but also adds to the
workload of remaining employees, exacerbating
stress and perpetuating a cycle of absenteeism. A
toxic corporate culture can severely damage an
organization’s reputation, making it difficult to
attract top talent and maintain customer loyalty.
Accordingto the survey, 47% of employees believed
that the company’s reputation had suffered due to
its toxic culture. Negative reviews on job sites, poor
word-of-mouth, and public scandals can tarnish
an organization’s image, leading to decreased sales
and recruitment challenges. A study by Weber
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Shandwick found that companies with strong
reputations attract better talent and enjoy higher
customer loyalty (Weber Shandwick, 2018; Sull, &
Sull, 2022). Conversely, organizations with toxic
cultures face reputational risks that can lead to a
decline in consumer trust and a negative impact
on sales. Unethical behaviors, such as harassment
and discrimination, are often prevalent in toxic
corporate cultures. These behaviors can result
in legal actions against the company, leading
to costly settlements, legal fees, and regulatory
fines. The U.S. Equal Employment Opportunity
Commission (EEOC) reported that workplace
harassment claims cost companies hundreds of
millions of dollars annually in settlements and
legal fees (EEOC, 2016). In the survey, 42% of
employees reported witnessing or experiencing
unethical behavior in the workplace, highlighting
the potential for significant legal and financial
repercussions. Innovation thrives in environments
where employees feel safe, valued, and encouraged
to take risks. However, toxic corporate cultures
stifle creativity and innovation by fostering
fear, discouraging open communication, and
punishing failure. The survey revealed that 39%
of employees felt that the toxic work environment
hindered their ability to innovate. This stagnation
in new ideas leads to a decline in competitive
advantage.

Table 2. Mean rating of responses to questionnaire
items

Source: SHRM Survey (2019).

Response
category
Strongly agree

Points Bounding Units

4.50-5.00

Agree
Undecided

Disagree

1.00-1.49

Strongly disagree

This Tables (1-3) effectively summarizes the key
findings from the survey on the impact of toxic
corporate culture, including the information
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Table 3. Survey findings on the impact of toxic corporate culture

Percentage of

Impact Area Description
P Agreement P
_Highemployee turnover = 65% Respondents considered leaving the company due to the toxic work environment.
Decreased productivity 78% Employees reported lower productivity, attributing it to low morale, high stress, and
e B B O ettt
Increased absenteeism 549 Employees reported higher absenteeism rates due to stress-related illnesses and low
O 1041 S
...Reputationaldamage . 47%  :Employeesbelieved the company’s reputation had suffered due to its toxic culture, -
Unethical behavior 42% lmpl'oylees.W|tnessed or experienced unethical behavior, such as harassment and
O SN 1L L
....Reduced innovation _ :  39%  ...Employeesfeltthat the toxic work environment hindered their ability to innovate.
Lack of emotional Employees perceived a lack of emotional intelligence in management as a significant
intelligence in Majority i factor. Leaders often failed to understand and manage emotions effectively, leading to
management i poor communication and high stress levels.
on emotional intelligence. Addressing and work environments contribute to health issues

transforming toxic corporate cultures is essential
not only for the well-being of employees but
also as a critical economic imperative for
organizations aiming to sustain long-term success
and competitiveness. Implementing effective
training and development programs, fostering a
positive work environment, and promoting ethical
behavior are crucial steps towards mitigating the
negative impacts of a toxic corporate culture.

These tables and analyses provide a comprehensive
view of the impacts of toxic corporate culture,
drawing from recent studies and data from
reputable sources such as the SHRM, WHO, and
others.

6. DISCUSSION

The findings of this study provide significant
insights into the detrimental impacts of toxic
corporate culture on organizational performance
and employee well-being. The high turnover
rate, with 65% of employees considering leaving
the company, aligns with existing literature
highlighting the financial burden of recruiting,
hiring, and training new employees (SHRM,
2019). This disruption not only affects team
dynamics but also leads to a significant loss
of institutional knowledge, compounding
productivity issues. These findings underscore the
importance of creating a supportive and positive
work environment to retain valuable talent and
reduce associated costs. The reported decrease
in productivity, with 78% of employees affected,
is consistent with studies indicating that toxic
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and reduced efficiency (Sull, Sull, & Zweing, 2021).
The direct correlation between toxic corporate
culture and decreased productivity highlights
the urgent need for organizations to prioritize
employee well-being and implement strategies
to mitigate stress and burnout. By fostering
a healthy work environment, companies can
enhance employee performance and overall
organizational efficiency. Increased absenteeism,
reported by 54% of employees, presents another
significant challenge. This finding aligns with the
World Health Organization’s (WHO) research
indicating that workplace stress is a leading cause
of absenteeism globally (WHO, 2021; Bui, Zackula,
Dugan, & Ablah, 2021). Addressing the root
causes of stress and creating a supportive work
environment can significantly reduce absenteeism
rates and associated health costs, ultimately
benefiting both employees and the organization.
Reputational damage, with 47% of employees
believing the company’s reputation had suffered,
is consistent with studies by Weber Shandwick
(2018) showing that companies with strong
reputations attract better talent and enjoy higher
customer loyalty. Conversely, organizations
with toxic cultures face reputational risks that
can lead to a decline in consumer trust and a
negative impact on sales. Maintaining a positive
corporate culture is essential for protecting
and enhancing the company’s reputation.
Unethical behaviors, such as harassment and
discrimination, reported by 42% of employees,
lead to significant legal and ethical costs. The U.S.
Equal Employment Opportunity Commission
(EEOC) reports that workplace harassment claims
cost companies hundreds of millions of dollars
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annually (EEOC, 2016). Promoting an ethical
work environment and addressing unethical
behaviors promptly can minimize these risks and
safeguard the organization’s financial stability
and reputation. The hindrance to innovation,
with 39% of employees affected, emphasizes the
need for a supportive work environment to foster
creativity and maintain a competitive edge. Toxic
cultures stifle creativity and discourage open
communication, leading to a stagnation in new
ideas and a decline in competitive advantage. The

findings indicate that deficiencies in emotional
intelligence among management significantly
contribute to the toxic corporate environment.
This aligns with Goleman’s (1995) theory that
leaders with low EQ struggle to manage their
emotions and understand the emotional needs of
their employees, resulting in increased stress and
decreased morale. Improving EQ through targeted
training programs could mitigate these issues,
enhancing communication, reducing stress, and
fostering a more supportive work environment.

CONCLUSION

The study provides compelling evidence that toxic corporate culture has far-reaching and detrimental
effects on organizational performance, employee well-being, and economic sustainability. The findings,
supported by extensive literature, underscore the urgent need for organizations to address toxic work
environments to foster a productive, innovative, and ethical workplace. High employee turnover, driven
by a toxic corporate culture, results in significant financial burdens related to recruitment, hiring, and
training new staff. The loss of institutional knowledge and the disruption of team dynamics further
exacerbate productivity issues. The financial impact of high turnover highlights the importance
of retaining valuable talent through a supportive and positive work environment. The study also
reveals a strong correlation between toxic corporate culture and decreased productivity. Employees
experiencing low morale, high stress, and burnout are less likely to perform at their best, directly
affecting the organization’s efficiency and profitability. Addressing these issues by prioritizing employee
well-being and implementing strategies to mitigate stress can enhance overall performance. Increased
absenteeism due to stress-related illnesses and low morale presents another significant challenge. This
not only impacts productivity but also increases the workload on remaining employees, perpetuating
a cycle of stress and absenteeism. Creating a supportive work environment can reduce absenteeism
rates and associated health costs, benefiting both employees and the organization. Reputational
damage is another critical consequence of toxic corporate culture. A damaged reputation makes it
difficult for organizations to attract top talent and maintain customer loyalty. Negative reviews, poor
word-of-mouth, and public scandals can tarnish an organization’s image, leading to decreased sales
and recruitment challenges. Maintaining a positive corporate culture is essential for protecting and
enhancing the company’s reputation. Unethical behaviors, such as harassment and discrimination,
prevalent in toxic corporate cultures, lead to significant legal and ethical costs. Legal actions, costly
settlements, and regulatory fines strain the organization’s financial stability and reputation. Promoting
an ethical work environment and addressing unethical behaviors promptly can minimize these risks
and safeguard the organization. Innovation, crucial for maintaining competitive advantage, is stifled
in toxic corporate cultures. The study shows that employees in toxic environments are less likely to
innovate due to fear and discouragement of open communication. Promoting a positive and inclusive
work environment can enhance innovation, enabling organizations to adapt to market changes and
maintain a competitive edge. Addressing deficiencies in emotional intelligence is crucial for transforming
toxic corporate cultures. By prioritizing EQ training for leaders, organizations can enhance their
ability to manage emotions, improve communication, and create a more supportive and productive
work environment. This study underscores the critical role of EQ in achieving a healthy, innovative,
and competitive organizational culture. The discussion of findings emphasizes the critical need for
organizations to address and transform toxic corporate cultures. Implementing effective training and
development programs, fostering a positive work environment, and promoting ethical behavior are
crucial steps toward mitigating the negative impacts of a toxic corporate culture. By addressing these
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issues, organizations can transition from toxic environments to thriving, healthy workplaces that foster
excellence and sustainable success. In conclusion, this study highlights the multifaceted and significant
impacts of toxic corporate culture on organizational performance and employee well-being. The
findings underscore the importance of creating a supportive and positive work environment to enhance
employee satisfaction, improve productivity, and ensure long-term economic sustainability. Addressing
toxic corporate culture is not only essential for the well-being of employees but also a critical economic
imperative for organizations aiming to sustain long-term success and competitiveness. By fostering a
healthy, inclusive, and ethical work environment, organizations can achieve excellence and sustainable
growth.
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