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1. Executive Summary 

1.1  Overview 

Our firm has been working on this paper for the past five months, sparked by the revelations 

from a variety of significant investigations recently, including the Financial Services Royal 

Commission. 

We seek to understand why these catastrophic reputation-damaging events have happened to 

major companies over many years, and what boards can do to ensure they do not happen in 

the future to the same extent. 

We have read all the relevant material on these topics from experts around the world, and 

spoken to a large number of influential Chairs, directors and other knowledgeable people on 

these topics. 

We have also drawn from the extensive research our firm has undertaken over the past five 

years on the topic of how the best boards in the world go about their work.  

We wrote a paper based on this previous research several years ago titled “Board Focus for 

Long-term Success” which you can find on our website. 

The work we have done over the past five months reinforces what we have learned over the 

past five years about what boards need to do to build the ingredients of long-term success into 

their organisations. 

The full paper covers the following topics: 

• What is reputation and how important is it? 

• What are the major reputational risks? 

• The impact of the next generation and social media on reputation 

• Examples of the impact of reputational crises 

• Why are these risks not managed effectively?  

• Key areas that boards can focus on to build and maintain a strong reputation   

• The benefits of creating a new, overarching role – the Chief Reputation Officer – that 

oversees all matters relating to reputation. 

This Executive Summary focuses on the last three points.  But first – what do the best boards in 

the world focus on? 

http://colvinconsulting.com.au/insights/board-focus-for-long-term-success
http://colvinconsulting.com.au/insights/board-focus-for-long-term-success
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1.2  What Leading Boards Focus on Globally to Deliver Long-term Sustainable 
Success 

In summary, our previous paper outlined that the companies which have thrived over the long 

term have the following in common: 

• A very strong purpose 

• A long-term perspective 

• A balanced view of who the key stakeholders are 

• Leaders at board and executive levels with the appropriate experience, knowledge, 

character, values and mindset 

• Leadership that is obsessed with delivering customer value 

• Driving a very strong innovation culture which focuses on customer needs and 

improving internal systems and processes 

• Leadership that is focused on developing a new generation of leaders 

• An “always on” strategy mindset and process 

• Active management of a very strong culture, underpinned by aligned remuneration 

and measurement systems. 

Boards have a major role to play in all of these points. 

It is clear from the recent major investigations, and reinforced by our work, that many major 

companies do not have all, or in some cases, some, of these ingredients in place today. 

One of the reasons for this is that many boards have a narrow view of what their role is.  

The conventional view of the role of a board as described on the AICD website is: 

• Overall organisational performance: ensuring the organisation develops and 

implements strategies and supporting policies to enable it to fulfil its objectives 

• Overall compliance/conformance: ensuring the organisation develops and implements 

systems, processes, and procedures to enable it to comply with its legal, regulatory and 

industry obligations – and ensure that the organisation’s assets and operations are not 

exposed to undue risks. 
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Boards need to do all of this, but we would add one important additional role for a board 

based on our research of leading boards: 

• Build and sustain the conditions for long-term success. 

This additional area of focus highlights the importance of a board: 

• Establishing a powerful purpose 

• Developing and applying a long-term perspective 

• Balancing the needs of all stakeholders 

• Recruiting and/or developing directors, CEOs and C-Suite executives who have the 

necessary experience, character and values to build and sustain strong performance 

levels and cultures, and  

• Injecting a strong input into the strategic direction of the business. 

 

The leading boards in the world do this difficult work in addition to dealing with all the usual 

day to day activities of most boards. 

The balance of this summary focuses on why reputational risks are not managed effectively 

and highlights the importance of: 

• Long-term focus 

• Considering the needs of all stakeholders 

• Culture, and 

• What boards can do to build and sustain strong reputations.  

We will also discuss the benefits of creating a new, overarching role – the Chief Reputation 

Officer – that oversees all matters relating to reputation. 
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1.3  Why are these reputational risks not managed effectively? 

For decades we’ve trusted the current organisational and reporting structures to ensure that 

risks are identified, acted upon and communicated to the highest levels of an organisation so 

that crises are averted.  There are risk divisions, executive-level risk roles and risk committees 

at board level through which risks are identified and managed.   

The current landscape, which has seen numerous institutions, be they banking, religious, 

welfare, aged-care, brought to account for unethical practices, is evidence that these systems 

are not failsafe, and that often a so-called ‘fire’ has got out of control before anyone at board 

level has noticed or initiated remedial action.   

What is it about the current structures that have prevented boards and executive levels from 

‘smelling the smoke’ sooner? 

Considerable research has determined that the highest impact issues leading to reputational 

crises can be classified into the following categories: 

• The singular focus on delivering profit for the shareholder: the focus on profit for 

shareholders to the detriment of other key stakeholders (customers, regulators, staff, 

etc.) and the company’s freedom (social licence) to operate 

• Measurement & Reward Systems: measurement and reward systems that focus on 

short-term profit, or rewards that are out of the direct control of employees and 

therefore lead to slack behaviour 

• Culture: the withholding of ‘bad’ news for reasons of fear of retribution, or an 

expectation that the problem and the solution will be presented concurrently (thus, 

where no solution has been found, the problem is not reported); institutional 

conformity; a culture of denial or wilful blindness towards risk 

• Siloed organisational structures: lack of communication and information sharing 

across divisions or business units which prevents identification of complex risks, 

particularly where there is competition between divisions 

• Lack of capability, knowledge and, experience: boards and executives who lack the 

qualifications, personal attributes, and experience to carry out the tasks required of 

their role. 

The above list goes some way to explaining how organisations, executive teams, and boards 

can develop a culture of denial or unwillingness to ‘think the unthinkable.’ 
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1.4  Long-term versus Short-term 

As noted above, one of the key reasons for these major reputational damaging events is a 

corporate focus on short-term profitability. One of the ironies of this is that this short-term 

focus actually damages the financial performance of the business in the longer-term. 

McKinsey analysis suggests that the difference in economic profit generated is 81% over 15 

years – between those companies who focus long-term and those that don’t.   

Other factors amplify many boards’ short-term focus: 

• CEO tenure is short – around four years globally – and many CEOs tend to focus short-

term, often with the aim of maximising their personal remuneration, through: 

o Cost cutting 

o M&A deals – where a minority of deals add value to shareholders 

• The overall system – the market and the media, measurement and remuneration 

systems typically drive a short-term view as well – more often than not focused on 

short-term profitability. 

This short-term focus colours everything in the organisation and filters through every level of 

the business. 

Businesses live in the short-term and need to drive results tomorrow, next month and the end 

of the next reporting period – but they must do all of these in the context of a long-term plan.  

Balance is important. 

The data as outlined in our previous paper supports the view that boards that focus on the 

long-term produce a higher level of both profit and wealth creation than those that don’t. 

1.5  Focus on all Stakeholders and not just Shareholders 

Focusing solely on the shareholder is a corrosive force, and has been identified as one of the 

key reasons causing major reputation damaging events.  This focus is usually combined with a 

short-term focus on profitability. 

This primary focus on the shareholder, and on profit, was popularised nearly 50 years ago by 

influential thinkers like Milton Friedman who argued that a board’s primary responsibility is to 

the shareholder. Milton Friedman outlined his views in a paper titled “The Social Responsibility 

of Business is to Increase its Profits” printed in the New York Times on September 13, 1970. 

That may have been an appropriate view 50 years ago – but it doesn’t cut it today.  
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There is now a mountain of evidence of damage done in a pursuit of profit that neglects or 

damages other key stakeholders – examples of these are set out in Section 6 of our full paper. 

There needs to be a balanced focus on all key stakeholders for the following simple reasons: 

• You can only create shareholder value in the long-term by creating value for customers 

• Since most businesses today are service businesses, you can only create long-term 

customer value through your people 

• You can only create long-term shareholder value if you sustain your right to operate – 

and minimise regulatory burdens – if you treat the regulators as an important 

stakeholder in the business 

• You can only survive in the long-term if you behave socially in a manner that people: 

o Want to buy your products and services 

o Want to work for you 

o Want to buy your shares and 

o Are happy for you to be part of the broader community. 

The evidence is clear that doing all of these things well delivers significantly more profit in the 

longer-term. 

1.6  The Importance of Culture 

There is a vast mass of data available that shows that cultures are formed by the values and 

behaviours of the leaders – including the board, and especially the CEO and senior 

management – of the organisation and reinforced down throughout the entire business by its 

organisation structures, measurement and reward systems. 

I have much experience in assessing CEO and other senior candidates.  An observation I would 

make from doing this work for 15 years is that many boards are very focused on the person’s 

track record and historical performance, and less focused on their character.  

The lessons in recent years are that boards need to have much more focus on the character 

and values of the key people in the business. 

This is very important since culture flows directly from: 

• The tone set by the board’s focus – purpose, long-term, all stakeholders, what they 

spend their time on, measurement and reward systems they build and so on 

• The character and capability of the board – and specifically the Chair 

http://colvinconsulting.com.au/index.php/insights/catastrophic-reputation-failures-what-s-caused-them-and-what-can-boards-do-to-prevent-them
http://colvinconsulting.com.au/index.php/insights/catastrophic-reputation-failures-what-s-caused-them-and-what-can-boards-do-to-prevent-them
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• The character and capabilities of the senior executives chosen by the board 

• The measurement and reward systems agreed by the board 

The turbocharging effect of a weak (or purely profit-based) purpose, short-term focus mainly 

on profitability, ineffective or self-centred leaders, both at the board and executive levels, and 

a weak culture reinforced by misaligned or poorly aligned measurement and reward systems, 

are the root causes of the catastrophic reputation failures we have witnessed in recent times. 

1.7  What can Boards do to Build and Sustain Strong Reputations 

A key requirement for change is that boards need to refine their role to include board-level 

responsibility and accountability for building the conditions necessary to deliver long-term 

sustainable success and a strong reputation. These conditions include: 

• A very strong purpose 

• A long-term perspective 

• A balanced view of who the key stakeholders are (this includes not paying undue 

attention to the few but large, noisy, short-term investors who perennially push 

management and the Board for short term gains) 

• Leaders at board and executive levels with the appropriate experience, character, 

values and mindset 

• Leadership that is obsessed with delivering customer value through driving a very 

strong innovation culture 

• Leadership that is focused on developing a new generation of leaders 

• An “always on” strategy mindset and process 

• A very strong customer-focussed culture underpinned by aligned remuneration and 

measurement systems. 

Boards need to assess all of these attributes that deliver long-term success, and put in place 

work programmes that deal with any identified shortfalls. 

We have identified that some major companies globally have created a new role – Chief 

Reputation Officer – who can work directly with the board and C-Suite to implement the 

changes required to underpin a strong reputation. 

Imagine a role that carries the explicit expectation that the incumbent will ask the difficult 

questions and will put in place systems that reward others for highlighting unpalatable truths – 

and who has the direct link to both the CEO and the Board. 
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In short, if we imagine a role that carries the responsibility for building and protecting the 

culture and reputation of the organisation – would that go some way to ameliorating the 

structural problems that have prevented many boards from ‘smelling the smoke’ until now? 

1.8 Conclusion 

Our hope is that this work can stimulate thinking at some of Australia’s major boards, which 

leads to changes being implemented that reduces the risks of further reputational damaging 

events. 

The following full paper provides a great deal of background information for those interested 

in reading more on these topics.  
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2. Introduction 

Global studies show that trust in companies to ‘do the right thing’ is declining both in Australia 

and worldwide1.   

This finding is hardly surprising considering the recent exposure of a veritable torrent of 

companies both in Australia and overseas that have been shown to have deliberately flouted 

the rules, acted unlawfully or treated some of their customers and staff badly.  

Collectively, these companies ignored the law and their regulatory responsibilities, breached 

privacy on a major scale, or set performance targets and designed remuneration systems that 

rewarded unethical behaviour.   

In Australia, we need only think of the recent evidence presented to the Financial Services 

Royal Commission to be: 

• Overwhelmed by the enormity of the legal, behavioural and compliance breaches, and 

• Dismayed by the realisation that many of those at the very top of the organisations 

were complicit in condoning unethical practices.  

  

“It suggests an abiding blindness to the seriousness of the underlying conduct.”2  

Commissioner Kenneth Hayne, commenting on one of the banks’ inability to remedy serious 

customer breaches. 

 

With the largest listed companies having considerable resources allocated to identifying and 

managing risk – including committees at board level – how is it that companies are still facing 

crises that they either didn’t foresee or, chose to ignore?   

Also, how is it that some companies have not learned the lessons of the past, and over twenty 

years are repeat offenders of significant reputation damaging events? 

This paper seeks to answer these questions, and also offers a series of ideas as to how boards 

can avoid these crises in the future. 

  

                                                           

1 2018 Edelman Trust Barometer, Australia 
2 Hayne, K.M, Final Report – Royal Commission into Misconduct in the Banking, Superannuation and Financial Services 
Industry, Volume 2: Case Studies, Commonwealth of Australia, 2019, p. 48 
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In this paper we’ll explore:  

• What is reputation and how important is it? 

• What are the major reputational risks? 

• The impact of the next generation and social media on reputation 

• Examples of the impact of reputational crises 

• Why are these risks not managed effectively?  

• Key areas that boards can focus on to build and maintain a strong reputation   

• The benefits of creating a new, overarching role – the Chief Reputation Officer – that 

oversees all matters relating to reputation to: 

 

Provide boards with the comfort that all major reputational risks have been identified, and 

that mitigation plans are in place. 

 

With reputation accounting for up to 25% of a company’s market value, boards and senior 

executives need to apply greater focus on protecting this significant asset of the business. 
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3. What is reputation and how important is it? 

 

“It takes 20 years to build a reputation and five minutes to ruin it. If you think about that, 

you’ll do things differently.”  Warren Buffett 

 

The Reputation Institute, a research and advisory firm which aims to increase corporate 

reputation measurement and knowledge, defines reputation as  

“the emotional bond between a company and its stakeholders.”3 

which can be further broken down into components such as: 

• Customers want to buy your products and services and recommend you to others;  

• You become an employer of choice, with an engaged workforce;  

• Investors want to buy shares in your company; and  

• You are seen favourably by regulators, other important stakeholders, and policy-

makers. 

 

In 2014, Deloitte released a report that found that 87% of executives surveyed rate reputation 

risk as the most important strategic business risk; and found that reputation risk is viewed as a 

board and C-Suite issue.4   

The World Economic Forum’s 2012 report found that more than 25% of a company’s market 

value is directly attributable to its reputation.   

With so much of a company’s value linked to how it is viewed by all stakeholders, it is easy to 

conceive that some of Australia’s largest and most ‘trusted’ institutions are facing a reputation 

crisis and the subsequent share value backlash that accompanies it.   

 

                                                           

3 LoBue, M, What is Reputational Risk? Reputation Institute, 15 May 2018 https://www.reputationinstitute.com/blog/what-
reputational-risk 
4 Deloitte, Global Survey on Reputation Risk. Reputation@Risk, Deloitte, 2014, p. 2 



Catastrophic Reputation Failures: What’s caused them, and what can boards do to prevent them? 

 

12 

 

Melanie LoBue, of the Reputation Institute, sees reputation as a vital focus for organisations, 

and argues that reputation impacts business ROI in five ways: 

• Reputation enhances company value – a strong reputation yields 2.5 times better 

stock performance when compared to the overall market 

• Reputation underscores stakeholder support – that is, the emotional connection a 

stakeholder (employee, customer, government official, shareholder) has with a 

company 

• Reputation elevates growth – higher purchase consideration, sales and loyalty, 

including customer recommendations 

• Reputation influences existing and potential employees – especially among Millennials 

and Gen Z 

• Reputation mitigates corporate risk – 63% of the general public give companies with 

excellent reputations the benefit of the doubt in times of crisis5 

 

 “If the executives who participated in our study on reputation risk are right, a company’s 

reputation should be managed like a priceless asset and protected as if it’s a matter of life 

and death, because from a business and career perspective, that’s exactly what it is.”6 

(Deloitte) 

  

                                                           

5 LoBue, M, The Business Case for Reputation, Reputation Institute, 21 August 2018, 
https://www.reputationinstitute.com/blog/business-case-reputation 
6 Deloitte, 2014, p. 2 
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4. What are the major reputational risks? 

There are many factors which influence a company’s reputation – and therefore, there are 

equally as many threats – customers, shareholders, employees, culture, supply chain, market 

forces, regulatory, cyber (including social media), corporate social responsibility, OH&S, 

misconduct at executive and board level, as well as global events such as the GFC, war, major 

accidents or even natural disasters.   

How a company manages its reputation and the risks to that reputation, particularly in the 

face of a crisis, is crucial. 

In 2017, Norton Rose Fulbright released the results of a survey of board members and C-level 

executives in Australia that found that the risks that are most likely to have an impact on a 

company’s reputation are7: 

• Regulatory investigations – for example, following an APRA investigation into 

governance, culture and accountability at CBA due to a money-laundering scandal, CBA 

was forced to add an additional $1 billion in regulatory capital and conduct remedial 

action8 

• Cyber risk, including data privacy breaches – for example, in April 2018, Facebook 

notified 87 million members of its platform that their data had been improperly shared 

with Cambridge Analytica 

• Intellectual property/brand management – for example, Volkswagen’s spectacular fall 

from grace in the wake of the emissions fraud scandal, which saw it lose an estimated 

$10 billion in brand value9 

                                                           

7 Norton Rose Fulbright, Reputation Risk Australia, 2017 Survey Report, Norton Rose Fulbright, 2017, p. 5 
8 Eyers, J & Shapiro, J, Commonwealth Bank hit with $1b capital charge after scathing APRA report, Australian Financial 
Review, Sydney, 1 May 2018 
9 AICD, 4 Things That Can Make Or Break Your Organisation’s Reputation, Australian Institute of Company Directors, April 
2017, https://aicd.companydirectors.com.au/membership/membership-update/four-things-that-can-make-or-break-your-
organisations-reputation 
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• Corporate governance and whistleblowing – for example, the governance failure of 

insider trading by Enron management, which led to the loss of confidence in stock 

investments.  When the Enron stock price dropped sharply in November 2000, 

management sold large amounts of personally held stocks at a profit.  Then, the 

chairman and finance director also sold their own stocks at a profit, which led to the 

crash of the Enron stock price.10 

• Conduct/ethical risk, including directors’ and officers’ liability – for example, when 

United Airlines staff chose to forcibly eject a customer from an overbooked flight, 

showing complete disregard for and injuring the passenger in the process, the 

company lost $1.4 billion on its stock price in a single day after news of the incident 

went viral.11 

• Community and social impact – for example, companies including Mars, Hershey, 

PepsiCo, Unilever and Nestle, who have suffered reputational damage and faced 

boycotts of their products due to their use of unsustainable palm oil derived from 

plantations linked with the destruction of habitat for Orangutans, whose species is now 

considered critically endangered.12 

• Tax and financial liabilities – for example, the tax avoidance scandals faced by many 

global companies.  “In the UK, companies like Apple, Starbucks, and Amazon were 

vilified and boycotted as a result of their tax policies. Tax avoidance can make a 

company vulnerable to accusations of greed and selfishness, damaging its reputation 

and destroying the public’s trust.”13 

Looking to the future, Norton Rose Fulbright’s survey found the top four future trends 

expected to have the largest impact on reputation risk are:  

• Ethics and conduct in the workplace 

• Social media in the age of post-truth 

• Disruption of regulation 

• Disruptive technology.14  

                                                           

10 Sakurai, Michiharu & Scarbrough, D, Decline of Corporate Reputation caused by Violation of Corporate Governance and 

Compliance: The Japanese Case, 2019, https://www.researchgate.net/publication/268256829_Decline_of_Corporate 

_Reputation_caused_by_Violation_of_Corporate_Governance_and_Compliance_The_Japanese_Case 
11 AICD, 4 Things That Can Make Or Break Your Organisation’s Reputation, April 2017 
12 Pinkstone, J, Palm Oil – Twelve Companies Driving Orangutans to the Brink of Extinction, Daily Mail, Australia, 13 
November 2018 
13 Foster Back, P, Corporate Tax Avoidance: You Pay, Why Won’t They?, The Ethics Centre, Sydney, October 2016, 
http://www.ethics.org.au/on-ethics/blog/october-2016/corporate-tax-avoidance-you-pay-why-wont-they 
14 Norton Rose Fulbright, 2017, p. 13 



Catastrophic Reputation Failures: What’s caused them, and what can boards do to prevent them? 

 

15 

5. The next generation, social media and the impact on reputation 

The power of social media to supercharge the negative effects of any major crisis is of critical 

importance to organisations, today and increasingly in the future. 

Information travels with lightning speed in the digital environment, and hence reputational 

damage to a company can rise exponentially in the face of a crisis. And this can occur very 

quickly. 

Boards need to consider that the main users of social media – the younger generations 

(Millennials and Gen Z) who are the key consumers, employees, and shareholders of the future 

– have a different set of values by which they measure companies. 

“…the next generation is watching, learning, impatient, and does not like much of what it 

sees.”15 

Millennials and Gen Z are the most digitally savvy among us, and their opinion about an 

organisation, be it positive or negative, can be shared on social media, which can have 

immediate and far-reaching effects.   

They are also motivated by different values when judging whether a company is trustworthy 

and ‘good.’  They now require evidence, not just that a company is doing the right thing in its 

field, but that it has a global mindset towards bettering the world (environment, global 

politics, human rights issues). 

Reputation Lighthouse, a marketing firm that works with companies globally to elevate and 

protect their reputations, suggests that while all stakeholders these days expect more 

transparency than ever before from companies, Millennials, and Gen Z are becoming more 

demanding of the companies with which they deal.   

For example, where Millennials have said that a company needs to be corporately responsible, 

Generation Z, by comparison, is seeking tangible evidence that companies are ‘good,’ in order 

to earn their trust and loyalty.16 

                                                           

15 Gowing, N & Langdon, C, Thinking the Unthinkable: A new imperative for leadership in the digital age, CIMA, London, 2016, 
p. 11 
16 Replighthouse, Time to Build Your Reputation Team, 2018, http://www.replighthouse.com/tag/reputation-team/ 
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“Gen Z does not like companies who think about themselves and not others.  … Acting with 

integrity has become the only standard. If companies pollute, cause cancer, use unethical 

labour, etc., this information will spread and tarnish the brand image.”17 

  

                                                           

17 Agrawal, AJ, How To Use Social Responsibility to Appeal to Generation Z, Forbes, 23 April 2017, 
https://www.forbes.com/sites/ajagrawal/2017/04/23/how-to-use-social-responsibility-to-appeal-to-generation-
z/#7c334d65507a 
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6. Examples of the impact of reputational crises 

Edelman, a global public relations company that undertakes research and analytics, recently 

published their 2018 Trust Barometer, which reported that in Australia, trust in institutions 

(Business, NGO’s, Government and Media) to ‘do the right thing’ had dropped an aggregate 

of 10% between 2017 and 2018.18   

A detailed summary of the following examples of recent reputational crises can be found in 

Appendix 1, but the effects of crises are summarised below: 

• Share price drop following revelations of scandals 

o AMP shares drop from 2018 high of $5.47 to $2.31 in the space of six months, 

and the wealth management division reports a net outflow of $1.5 billion in 

response to the Royal Commission19 

o Aged Care providers Estia Health, Japara Healthcare and Regis Healthcare all 

suffered share price drops between 30-40% flollwing announcement of Royal 

Commission into Aged Care20 

o Facebook share price drops 19% (a loss of $119 billion) and analyst downgrade 

following Cambridge Analytica scandal 

 

• Financial penalty due to breaching of regulations 

o CBA given $700 million penalty for breaching anti-money laundering and 

counter-terrorism laws – CBA failed to introduce daily deposit limits on 

Intelligent Deposit Machines, and failed to submit ‘Suspicious Matter Reports’ 

to AUSTRAC, which would have identified criminals engaged in money 

laundering21 

 

• 25% loss of market value, departure of CEO, financial penalties and loss of 

confidence in brand following failure to deal with leak causing environmental 

disaster 

o BP – Deepwater Horizon spill results in 25% loss of market value between 

2010-11; the largest marine oil spill in history – 11 killed, 1,700 km coastline 

polluted, massive harm to wildlife, up to 12,000 left temporarily unemployed, 

$40 billion spent in clean—up and recovery and $65 billion in compensation to 

people impacted by the spill22, 23 

 

                                                           

18 2018 Edelman Trust Barometer, Australia, https://www.slideshare.net/EdelmanInsights/2018-edelman-trust-barometer-
australia-results, p. 9 
19 Robertson, A, ‘Blood in the streets’ as AMP shares plummet to record low, ABC News, 26 October 2018 
20 Chalmers, S, Aged care stocks hit as royal commission begins, ABC News, 18 January 2019 
21 Eyers, J, Money laundering scandal: what CBA admitted to, and why it happened, Australian Financial Review, 4 June 2018 
22 Pallardy, R, Deepwater Horizon oil spill of 2010, Encyclopaedia Britannica 
23 Milman, O, Deepwater Horizon disaster altered building blocks of ocean life, The Guardian, 29 June 2018 
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• Custodial Sentence, Financial Penalty, Environmental damage and ‘Loss of 

confidence in Brand’ due to deliberate actions to deceive regulators in quest for 

competitive advantage 

o Volkswagen admits to fitting 11 million cars worldwide with technology to 
cheat emissions tests, resulting in a 7 year custodial sentence for former VW 
executive, Oliver Schmidt for Conspiring to commit fraud and violating the US 
Clean Air Act; more than $30 billion in fines, settlements and remediation, 
resignation of CEO Martin Winterkorn, and a 30% share price drop following 
the scandal24 
 

• Culture of greed, and disregard for the rights of the customer contributes to 

resignation of CEO and Chairman 

o NAB delays remediating superannuation customers who were charged adviser 

service fees by subsidiaries in 2008/09, despite the issue being brought to 

attention of board in 2014.  It took until September 2018 to start remediating 

customers, and this was only after substantial pressure from ASIC.25  These 

and other issues contributed to the recent resignation of both the CEO and the 

Chairman of NAB. 

 

• Culture of secrecy, entitlement and protection leads to abuses of power, cover-ups 

and world-wide reputation failure of Catholic Church 

o Royal Commission exposes long-term denial and cover ups of abuse towards 

vulnerable children within the care of the church.  Catholic Church now facing 

revelations of abuse by clergy in epidemic proportions worldwide, with 

allegations now reaching those closest to the Pope (2 cardinals in the Council 

of Cardinals), whilst in a recent speech, the Pope admits that priests and 

bishops have also sexually abused nuns, resulting in some cases in forced 

terminations of pregnancies26, 27, 28 

 

  

                                                           

24 Baker, N, What is the Volkswagen ‘Dieselgate’ emissions scandal? SBS News, 5 March 2018 
25 Hayne, K.M, Final Report – Royal Commission into Misconduct in the Banking, Superannuation and Financial Services 
Industry, Volume 1, 2019, p 396 
26Commonwealth of Australia, Analysis of claims of child sexual abuse made with respect to catholic church institutions in 
Australia, Royal Commission into Institutional Responses to Child Sexual Abuse, Commonwealth of Australia, June 2017, p. 
13 
27Mickens, R, Pope Francis and his Council of Cardinals, LaCroix International, Rome, 8 June 2018, https://international.la-
croix.com/news/pope-francis-and-his-council-of-cardinals/7777 
28 Horowitz, J & Dias, E, Pope Francis says priests and bishops have sexually abused nuns, The Irish Times, 6 February 2019, 
https://www.irishtimes.com/news/social-affairs/religion-and-beliefs/pope-francis-says-priests-and-bishops-have-sexually-
abused-nuns-1.3783878 
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• Financial penalty, resignation of CEO, loss of confidence in brand due to culture of 

greed, singular focus on the shareholder, measurement system focused on short-

term profit, and condoning of unethical behaviour 

o Wells Fargo’s stable reputation tarnished by account fraud scandal after 

regulators fine Wells Fargo $185 million in 2016 for creating an estimated 3.5 

million fake customer accounts29.  Investigations found that unrealistic targets 

for performance and reward led to a bank-wide culture that endorsed 

fraudulent and unethical behaviour.   

o Share price dropped 11% in one month following exposure of scandal and 

subsequent fine 

o CEO resigns and forfeits $41 million in stock options, and was stripped of a 
further $28 million by use of a clawback option.30,31 
 

• Shareholder backlash due to outrage at Remuneration and Reward despite 

Underperformance 

o NAB Remuneration Report rejected by 88% of shareholders at AGM on 19 

December 2018, with representatives from the ASA suggesting that no 

bonuses should be paid in light of the negative TRS and revelations made by 

the Financial Services Royal Commission32 

 

• Loss of funding and trust due to unethical behaviours driven by unrealistic targets  

o Victoria Police loses $4 million of funding and must implement ‘ethics training 

for staff’ following investigation into faked breath tests, which were driven by 

unrealistic targets set by management33 

 

  

                                                           

29 Wattles, J, Geier, B & Egan, M, Wells Fargo’s 17-month nightmare, CNN Business, 5 February 2018, 
https://money.cnn.com/2018/02/05/news/companies/wells-fargo-timeline/index.html 
30 McLean, B, How Wells Fargo’s cutthroat corporate culture allegedly drove bankers to Fraud, Vanity Fair, 31 May 2017, 
https://www.vanityfair.com/news/2017/05/wells-fargo-corporate-culture-fraud 
31 Reckard, E, S, Wells Fargo’s pressure-cooker sales culture comes at a cost, Los Angeles Times, 21 December 2013, 
https://www.latimes.com/business/la-fi-wells-fargo-sale-pressure-20131222-story.html 
32 Frost, J, NAB attracts 88 per cent no vote against banker pay at AGM, Australian Financial Review, 19 December 2018 
33 Dunstan, J, Victoria Police officers faked roadside breath tests to meet ‘meaningless’ targets, probe finds, ABC News, 16 
January 2019 
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• ‘Win at all costs’ culture destroys reputation of Cricket Australia, financial penalty 

through loss of sponsorship, and harms the ‘brand’ of ‘Australia’ as a consequence 

o The recent ball tampering scandal during the third test in South Africa in 2018 

has far-reaching effects. 

o Two cricketers banned from playing for 12 months and one for 9 months 

o Cricket Australia and players involved lose major sponsors Magellan Financial 

Group ($20 million contract), Asics, Sanitarium, LG, Commonwealth Bank 

o The scandal is widely reported as having damaged the Australian psyche – with 

PM Malcolm Turnbull noting that the captain of the Australian Cricket Team is 

viewed as being as important (if not more) than the role of Prime Minister 

o Ethics Centre investigation finds that CA has failed to create a culture that 

values and teaches moral courage and ethics.  "In our opinion, CA's fault is not 

that it established a culture of 'win at all costs'. Rather, it made the fateful 

mistake of enacting a program that would lead to 'winning without counting 

the costs.”34 

o Resignations due to scandal – CEO, Chairman, Coach, 2 Board Directors35, 36, 37, 

38, 39 

 

We could have filled another 10 pages of stories like this. However, the point has been made. 

Even organisations whose entire purpose is to act morally – churches, the police, banks and so 

on – have failed in their core duties. 

There is a widespread need for boards to recognise that we have a serious social problem 

affecting much of the world, and something needs to be done about it. 

Responsibility for solving this problem lies with the boards of our major institutions – our 

biggest companies need to lead these changes and set an example for the rest of society. 

  

                                                           

34 Longstaff, S, Australian Cricket, A Matter of Balance: A report commissioned by the board of Cricket Australia, The Ethics 
Centre, October 2018, p. 8 
35 Shanahan, R, The cost to Australia’s reputation from cricket’s scandal, The Interpreter, Lowy Institute, 26 March 2018 
https://www.lowyinstitute.org/the-interpreter/cost-australia-s-reputation-cricket-s-scandal 
36 Craw, V, Ball-tampering scandal damages Australian reputation, could cost Cricket Australia $1 billion deal, news.com.au, 
27 March 2018, https://www.news.com.au/sport/cricket/balltampering-scandal-damages-australian-reputation-could-cost-
cricket-australia-1-billion-deal/news-story/ffa84276888a9abef94d51d88649e2ef 
37 Kimmorley, S, All the companies that have ended sponsorship deals following Cricket Australia’s ball-tampering debacle, 
Business Insider Australia, 29 March 2018, https://www.businessinsider.com.au/australian-cricket-sponsorship-deals-ended-
2018-3 
38 Ramsey, A, Peever stands down as chairman, Cricket.com.au, 1 November 2018, https://www.cricket.com.au/news/david-
peever-resigns-cricket-australia-chairman-board-of-directors-earl-eddings-culture-review/2018-11-01 
39 Barrett, C, ‘I hope it stops with me’: Taylor calls for end to cricket bloodletting, Sydney Morning Herald, 5 November 2018 



Catastrophic Reputation Failures: What’s caused them, and what can boards do to prevent them? 

 

21 

7. Why are these reputational risks not managed effectively? 

“Failings of organisational culture, governance arrangements and remuneration systems lie 

at the heart of much of the misconduct examined in this Commission.” Kenneth Hayne40 

For years we’ve trusted the current organisational and reporting structures to ensure that risks 

are identified, acted upon and communicated to the highest levels of an organisation so that 

crises are averted.  There are risk divisions, executive-level risk roles and risk committees at 

board level through which risks are identified and managed.   

The current landscape, which has seen numerous institutions, be they banking, religious, 

welfare, aged-care, brought to account for unethical practices, is evidence that these systems 

are not failsafe, and that often a so-called ‘fire’ has got out of control before anyone at board 

level has noticed.   

What is it about the current structures that have prevented boards and executive levels from 

‘smelling the smoke’ sooner? 

In a recent interim report titled, Thinking the Unthinkable41, international broadcaster Nik 

Gowing and Chris Langdon, former Managing Director of the Oxford Research Group, set out 

to understand how major crises failed to be identified as risks by those in positions of 

responsibility.   

In 2015, throughout in-depth interviews with 60 top-level executives from the public and 

private sectors around why it remains difficult to ‘think the unthinkable,’ they identified some 

issues that were commonly repeated. 

These issues may go some way to explaining the current reputation crises faced by some of 

Australia’s largest and most ’trusted’ institutions. 

The highest impact issues leading to reputational crises can be classified into the following 

categories: 

• The singular focus on delivering profit for the shareholder: the focus on profit for 

shareholders to the detriment of other key stakeholders (customers, regulators, staff, 

etc.) 

                                                           

40 Hayne, K.M, Volume 1, 2019, p 409 
41 Gowing, N & Langdon, C, Thinking the Unthinkable: A new imperative for leadership in the digital age, 2016 
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• Measurement & Reward Systems: measurement and reward systems that focus on 

short-term profit 

• Culture: the withholding of ‘bad’ news for reasons of fear of retribution (either 

financial or exclusion from promotion, a so-called ‘career limiting move’); institutional 

conformity; a culture of denial or wilful blindness towards risk 

• Siloed organisational structures: lack of communication and information sharing 

across divisions or business units which prevents identification of risks, particularly 

where there is competition between divisions 

• Lack of capability, knowledge and, experience: boards and executives who lack the 

qualifications, personal attributes, and experience to carry out the tasks required of 

their role 

The above list goes some way to explaining how organisations, executive teams, and boards 

can develop a culture of denial or unwillingness to ‘think the unthinkable.’ 

Also, the following analyses demonstrate that risk management is not managed effectively in 

the majority of companies: 

• Norton Rose Fulbright’s survey found that 59% of respondents do not use risk 

scenarios regularly to estimate the potential impact of incidents42 

• Deloitte’s 2014 report found that only 19% of respondents rated their capabilities at 

managing reputation risk as ‘A’ grade43 

• Companies are least prepared for risks beyond their direct control, for example, those 

brought through actions of a third party or within their supply chain. 

Organisations need to create structures that allow for early identification of the ‘unthinkables,’ 

they need to create a culture that is willing to hear the ‘unpalatable’ truths, and they need to 

ensure that their people have the experience, capability, and support to carry out their duties. 

“There is a core need to embed with confidence a new, accepted role for constructive 

challenge within institutions.” (Gowing & Langdon)44 

  

                                                           

42 Norton Rose Fulbright, 2017, p. 13 
43 Deloitte, 2014, p. 3 
44 Gowing, N & Langdon, C, 2016, p. 34 
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8. What should boards do about this? 

“The companies that survive longest are the ones that work out what they uniquely can give 

to the world – not just growth or money but their excellence, their respect for others, or their 

ability to make people happy.  Some call those things a soul.”  Charles Handy 

The previous section outlined the major reasons why reputational crises occur.  These reasons 

have been identified through various studies and through our research.  The Financial Services 

Royal Commission also identified most of these factors as contributing to these crises. 

The most impacting issues creating reputational crises can be broken down into the following 

categories: 

• The singular focus on delivering profit for the shareholder 

• Measurement systems and reward systems that focus on short-term profit 

• A poor culture created by ineffective leadership at board and executive levels and 

underpinned by unaligned measurement and reward systems 

• Lack of communication and information sharing across divisions or business units  

• Boards and executives who lack the qualifications, personal attributes and values, and 

experience to carry out the tasks required of their role 

The following sections focus on each of these areas. 
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8.1 Summary of what boards should do to address reputational issues 

A key requirement for change is that boards need to refine their role to include board-level 

responsibility and accountability for building the conditions necessary to deliver long-term 

sustainable success and a strong reputation. These conditions include: 

o A very strong purpose 

o A long-term perspective 

o A balanced view of who the key stakeholders are 

o Leaders at board and executive levels with the appropriate experience, 

character, values and mindset 

o Leadership that is obsessed with delivering customer value through driving a 

very strong innovation culture 

o Leadership that is focussed on developing a new generation of leaders 

o An “always on” strategy mindset and process 

o A very strong culture underpinned by aligned remuneration and measurement 

systems. 

 

We have also identified a potential new role for major companies – Chief Reputation Officer – 

who can work directly with the board to implement the changes required to underpin a strong 

reputation. 
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8.2 Shareholder focus 

“Let us be clear, profits – and good profits – are always essential, and not just in business.  

But the myth dies hard, the myth that profit is the purpose.”  Charles Handy 

Our firm has worked with KBA to review the economic performance over the past 20 years of 

the top 100 companies in the US, UK, and Australian markets. 

This analysis shows the following: 

• The highest performing companies tend not to outperform short-term financial 

performance expectations over a given measurement period.  Instead, they create 

wealth almost entirely by establishing new economic profit expectations to be 

delivered beyond the measurement period.  This is done through a strong innovation 

engine which is driven by a powerful focus on customer needs 

o These high performing companies generate strong organic growth 

• On the other hand, under-performing companies typically destroy value: 

o During the measurement period, and 

o By failing to innovate and deliver new products or services to the market that 

connect with customers 

o These companies tend to focus on short term cost cutting and M&A 

transactions – and most M&A transactions do not create shareholder value. 

The economic data from around the world is totally clear – if you want to create sustainable 

shareholder value, you need to have leadership that is obsessed with delivering customer 

value. 

In addition, since most companies are services-based, and therefore the customer delivery 

system is often through your people – you can only create customer value if you have an 

engaged and quality work-force that is attracted to work for the business. 

“Is a business in business solely for profits – or maximizing shareholder value through the 

reallocation of profits through dividends and share buybacks – or is it in business to serve all 

stakeholders?”  
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This is a question posed by Dan Pontefract, writing for Forbes, who goes on to suggest that for 

a business to be in business solely to deliver profit to shareholders runs counter to the needs 

of the fast-changing and complex world in which we currently live.45 

In our opinion, boards need to focus on delivering value to all legitimate stakeholders in the 

business. 

8.3 Measurement 

Most boards use a small number of key financial metrics to determine the performance of the 

business. Some of these measures are either flawed or incomplete – and therefore not 

appropriate for the use to which they are put.  One metric that provides an incomplete picture 

of management performance is EPS growth. 

Figure 1 shows clearly that, for the ASX 500 over the past 10 years: 

• 39 ‘EP dominant’ companies (which, on average, had ‘economic profit per share’ 

growth much greater than their ‘earnings per share’ growth) produced an annualised 

TSR more than 9% higher than the 159 EPS dominant companies (whose EPS growth 

was much greater than their EP per share growth) 

• The wealth creation outcome (TSR less the Cost of Equity Capital [Ke]) experienced by 

the shareholders of companies in the ‘EP dominant group’ was nearly 10% per year 

higher than for the ‘EPS dominant’ group. 

Figure 1  Differential Per Share Growth and Total Shareholder Returns in ASX 500 – 10 Years to 30 June 

2018 

  

Source: KBA analysis 

                                                           

45 Pontefract, D, Should Companies Serve Only Their Shareholders Or Their Stakeholders More Broadly?  Forbes, May 2016, 
https://www.forbes.com/sites/danpontefract/2016/05/09/shareholders-or-stakeholders/#75a96de713d2 
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Figure 2 shows the results of a similar analysis conducted in the US market covering the ten 

years to 31 December 2007.  It revealed a similar outcome, in which it was also apparent that: 

• The EP dominant group was made up of companies whose EPS growth was double 

their growth in book equity per share.  This tends to indicate a focus on organic 

growth, rather than on ‘buying’ earnings through acquisitions for which the price paid 

is often much higher than book value 

• The EPS dominant group on the other hand, had a growth in book equity per share 

that was significantly higher than their EPS growth.  It is likely these companies were 

tending to ‘buy’ earnings or earnings per share, either through M&A activity or 

through ill-disciplined capital expenditure. 

• Acquisitions at fair value are economically breakeven.  While they may sometimes be 

the easiest and the fastest way to achieve a desired level of earnings and EPS growth, 

it can often be economically unprofitable growth.  

 

Figure 2 - Differential Per Share Growth and Total Shareholder Returns in S&P 500 – Why a 

Focus on EP is Crucial 

  

Source: Kontes, Peter, The CEO, Strategy and Shareholder Value – Making the Choices That 

Maximize Company Performance, John Wiley & Sons, Hoboken NJ, 2010  

The measures that the board sets for senior executives then trickles down throughout the 

organisation. 

This data is clear – the best companies produce powerful and sustainable economic 

performance by obsessing about the customer.  Amazon is a very good case study on a long-

term focus on the customer. 
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8.4 Reward 

There are a few key metrics that underpin most executive reward systems throughout 

Australia – and rTSR – (ranked relative Total Shareholder Return) – is one of the most common 

measures used for the LTI component of remuneration systems. 

We collaborate with KBA on issues around economic profit analyses and the connection to 

remuneration. 

Figure 3 draws on a Monte Carlo Simulation of rTSR vesting outcomes for an ASX 20 company, 

which was completed by KBA to demonstrate that even when a company produces 

performance largely in line with market expectations, executives can expect zero vesting 45 

per cent of the time, full vesting 30 per cent of the time, and partial vesting 25 per cent of the 

time.  This looks much more like a lottery than an incentive.  

Many executives tell us that LTI’s are a lottery, and are largely dismissed as being of little 

relevance and an incentive.  Most boards know this to be the case as well. 

Figure 3.  Vesting Based on Relative TSR Derived from Monte Carlo Simulation

 Source: KBA analysis 

The lottery like nature of incentive plans based around rTSR becomes even more apparent 

when the vesting outcome is overlaid on the actual capital market outcomes experienced by 

shareholders.  Figure 4 shows that vesting based on rTSR produces either a false positive 

(where executives benefit unfairly at the expense of the company and its shareholders) or a 

false negative (in which the reverse is true), roughly half the time. 
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Figure 4. Comparing Vesting Outcome with Underlying Capital Market Performance 

 

The uncomfortable truth is that (in large part because of flaws in most LTI plans), executives 

and their companies tend to become more and more focused on producing short-term results, 

delivering profit to shareholders, bonuses to executives and financial rewards to employees 

for meeting often unreasonable and generally unsustainable targets, to the detriment of the 

broader stakeholders that the company serves.   

We believe that most companies in Australia feel that the senior executive remuneration 

systems are dysfunctional and are causing organisational and cultural damage.  Many of these 

companies are looking for a better way.  We believe there is a better way. 

“It is not now, and cannot be, disputed that variable remuneration can pose ‘an 

unacceptable risk of promoting behaviour that is inconsistent with the interests of 

customers’.”  Kenneth Hayne46 

“Remuneration and incentives, especially variable remuneration programs, tell staff what 

the entity rewards. Hence, remuneration and incentives tell staff what the entity values.”  

Kenneth Hayne 47 

                                                           

46 Hayne, K.M, Volume 1, 2019, p 367 
47 Hayne, K.M, Volume 1, 2019, p 334 
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“Rewarding misconduct is wrong. Yet incentive, bonus and commission schemes throughout 

the financial services industry have measured sales and profit, but not compliance with the 

law and proper standards. Incentives have been offered, and rewards have been paid, 

regardless of whether the sale was made, or profit derived, in accordance with law. Rewards 

have been paid regardless of whether the person rewarded should have done what they 

did.”  Kenneth Hayne 48 

8.5 Culture 

“If what has happened in the past is to be avoided in the future, entities have no choice but 

to grapple with culture, governance and remuneration. All three are related…Remuneration 

and governance inform and reinforce the culture of the entity.”  Kenneth Hayne 49 

Recommendation 5.6 of the Financial Services Royal Commission – Changing culture and 

governance 

“All financial services entities should, as often as reasonably possible, take proper steps to: 

• Assess the entity’s culture and its governance; 

• Identify any problems with that culture and governance; 

• Deal with those problems, and 

• Determine whether the changes it has made have been effective.”50 

Commissioner Hayne’s Final Report describes culture as the “shared values and norms that 

shape behaviours and mindsets within the entity.  It has been described as ‘what people do 

when no one is watching’”. 51 

It’s increasingly evident that companies need to be driven by moral compass and purpose, 

rather than merely the drive for profit.  Companies should no longer be asking ‘can we do it?’, 

their first question should be ‘should we do it?’   

“Part of this is moral. Training your civil servants, your advisors, your business team, to be 

intellectually and morally courageous...But it’s also structural. It’s building into the system 

                                                           

48 Hayne, K.M, Volume 1, 2019, p. 2 
49 Hayne, K.M, Volume 1, 2019, p. 334 
50 Hayne, K.M, Volume 1, 2019, p. 36 
51 Hayne, K.M, Volume 1, 2019, p. 333 
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both events and fora where people can speak their mind openly. And systems for ensuring 

that dissenting views reach their way to the top...It mustn’t be a career killer.”52 

“Promoting core values is a way to engage employees and increase their commitment and 

loyalty to the organisation and at the same time encourage ethical decision making.” Ethical 

Advocate53 

Fostering a culture that values and rewards humility and authenticity – from the top down – is 

also important.  

There is no longer room for the ego-driven CEO whose judgement cannot be questioned.  As 

found by Gowing & Langdon, there is now a strong push for senior executives to show humility 

– to ask for help and admit when they don’t have all the answers.   

“We are seeing the rise of the new ‘humble CEO’; someone who talks about ‘we’ rather than 

‘I.’54  

“There are now some leaders who admit they do not have all the answers.”55 

8.6 Structure 

Creating an organisational structure that allows for risk identification and communication 

across all areas and levels 

There are two key points for action:  

• Reducing the lack of visibility and communication between silos (or better still, 

removing silos all together), and  

• Ensuring that communication channels are put in place that allows information to be 

shared from bottom to top across the organisation and executive/board levels 

These points may help argue the case for creating a communication channel that sidesteps the 

current hierarchical model, for example, through a Chief Reputation Officer role. 

                                                           

52 Gowing, N & Langdon, C, 2016, p. 42 
53 Ethical Advocate, Reward Ethical Conduct, Ethical Advocate, 25 November 2016, 
https://www.ethicaladvocate.com/reward-ethical-conduct/ 
54 Gowing, N & Langdon, C, 2016, p. 25 
55 Gowing, N & Langdon, C, 2016, p. 25 
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8.7 Capability 

Do your people have the required skills, experience and personal qualities to confront risk in 

an ever-changing environment?  Gowing and Langdon argue that this is not the case, based on 

their interviews.   

They found that many interviewees reported that there a lack of resilience and experience 

around identifying and dealing with risk throughout all levels of organisations.  

“…most agreed that there is an urgent need to develop what was described by one oil 

executive as a new ‘muscle’ that will help leaders from the top down build their resilience to 

risk in future.” 56 

There is an identified need to train people at all levels of the organisation to identify and 

manage risks, and to ensure that the organisation has the agility to adapt to a rapidly changing 

environment.   

“Resilience has become a fashionable term, not just for individuals, but also creating resilient 

organisations in a complex world. It is about a company understanding its fast-changing 

external context with ever-more complex supply chains and its wider risk landscape, and the 

leadership’s capability and the capacity of the organisation to adapt.”57 

There is also an identified need to ensure that there is a diversity of experience at the highest 

levels of the organisation, with a focus on reinforcing the level of knowledge and experience 

around cyber risk.   

“Faced with the explosion of new technologies and threats like cyber, the main 

recommendation is to diversify C-suite and top-level executive recruitment by skills, 

experience, gender, age, and outlook.  Rigorous conformity must be seen as at best a neutral 

qualification but, in reality, it is more negative.”58 

In addition to the above, ensuring that there are clear guidelines and expectations around 

succession planning, and the moral courage to discuss an often ‘difficult’ topic.   

“The succession of both the CEO and the Chair, and the NEDs, must be a ‘discussable 

thing’...too often people pussyfoot about it. There are many cases of CEOs staying too long in a 

company. Standing down has to be put to them in a way that doesn’t seem to be a personal 

                                                           

56 Gowing, N & Langdon, C, 2016, p. 14 
57 Gowing, N & Langdon, C, 2016, p. 30 
58 Gowing, N & Langdon, C, 2016, p. 41 
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attack; how it’s better for the future of the business, how future strategic planning requires a 

new CEO.”59 

In summary, when thinking about their organisation, how board members answer the 

following questions will provide valuable insight into whether the organisation is well prepared 

for the crisis and protected against reputational damage: 

• Do we have a culture that values and encourages people to ‘do the right thing’?   

• Does the culture support and reward people to challenge and to voice concerns? 

• Does our current organisational structure allow for problems to be identified and 

communicated across all levels? 

• Do our people have the courage, experience, and ability to listen and act in the face of 

unpalatable truths? 

• Are we confident that the behaviours and practices within our company are driven by 

the right intentions – for the good of all stakeholders?  

• Are we confident that the measures we use to determine success and reward people 

promote good behaviour and ethical decision making?   

  

                                                           

59 Gowing, N & Langdon, C, 2016, p. 30 
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9. A potential contributor to solving this problem – Chief Reputation Officer 

An additional solution to help prevent these crises is to consider the creation of an executive 

level role – The Chief Reputation Officer.  

This role’s main remit is to ‘think the unthinkable’ and to ‘speak the truth,’ however 

uncomfortable that ‘truth’ may be.   

If we imagine a role that can influence across all functions across the organisation, including: 

Communications, stakeholder relations, marketing, risk, compliance, ethics, culture, HR, 

strategy, products, conduct, cyber. 

If we imagine a role that carries the explicit expectation that the incumbent will ask the 

difficult questions and will put in place systems that reward others for highlighting unpalatable 

truths – and who has the direct link to both the CEO and the Board. 

In short, if we imagine a role that carries the responsibility for building and protecting the 

culture and reputation of the organisation – would that go some way to ameliorating the 

structural problems that have prevented many boards from ‘smelling the smoke’ until now? 

  



Catastrophic Reputation Failures: What’s caused them, and what can boards do to prevent them? 

 

35 

10.   The new role – Chief Reputation Officer 

While still a relatively new role at executive level, the argument for creating a Chief Reputation 

Officer role is gaining momentum.   

Anthony Johndrow, Co-Founder, and CEO of Reputation Economy Advisors, when interviewed 

in 2016 by Financier Worldwide Magazine, said: 

• “A CRO role with a direct line to the board and empowered to implement and enforce 

policies and programmes that ensure ongoing, strategic management of reputation is 

one possible solution.   

• For a true, cross-functional CRO role to be empowered at a company, they would have 

to have authority beyond that of a function head – second only to a CEO.”60   

Mike Lawrence, EVP and Chief Reputation Officer at Cone Communications LLC, when 

interviewed for the same article by Financier Worldwide Magazine, said: 

• “The CRO should be responsible for ensuring an organisation is perceived positively 

and with trust and respect by its key stakeholders.   

• To be effective, a CRO should report either to the CEO or to the board of directors, and 

should be a member of the organisation’s executive leadership team.”61 

“…whoever is chosen, that individual must have the power to influence changes broadly, 

ensuring your operations aren't letting your reputation down.”62 

This is a critical role that requires a person with the strongest moral compass. 

A person who is able to communicate and engage with people at all levels of the organisation 

as well as all stakeholders – and who has the courage to speak the truth, to hold individuals 

and the organisation to account, and thus build and maintain a strong culture and reputation 

for the firm. 

Appendix 2 describes a possible job description for this role.  Obviously, the focus for this role 

would need to be built for the precise needs of each organisation. 
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Appendix 1 

Examples of the impact of reputational crises 

Edelman, a global public relations company that undertakes research and analytics, recently 

published their 2018 Trust Barometer, which reported that in Australia, trust in institutions 

(Business, NGO’s, Government and Media) to ‘do the right thing’ had dropped an aggregate 

of 10% between 2017 and 2018.63   

Some examples of recent reputational crises are: 

• AMP faces shareholder and funds managed backlash in response to the Royal 

Commission 

 

o Both the share price and the level of funds under management have been 

affected as a result of evidence presented at the Financial Services Royal 

Commission 

o On 30 October 2018, AMP stock closed at $2.31, compared to its 2018 high of 

$5.47 on 8 March 

o Figures released during October 2018 showed that its Australian wealth 

management division had seen $1.5 billion net outflow of funds during the 

quarter.64 

 

65 

 

  

                                                           

63 2018 Edelman Trust Barometer, Australia, https://www.slideshare.net/EdelmanInsights/2018-edelman-trust-barometer-
australia-results, p. 9 
64 Robertson, A, ‘Blood in the streets’ as AMP shares plummet to record low, ABC News, 26 October 2018 
65 ASX 



Catastrophic Reputation Failures: What’s caused them, and what can boards do to prevent them? 

 

37 

• Aged Care providers face share price drop after announcement of Royal Commission 

 

o Following the announcement of the Royal Commission into Aged Care on 16 

September 2018, the share price of Estia Health, Japara Healthcare and Regis 

Healthcare all dropped on 17 September 2018 

o Shares in all three companies suffered heavy losses, falling between 30% and 

40%, and continue to remain weak 

o All three dipped further on Friday, 18 January 2019 – the day that the Royal 

Commission opened in Adelaide.66 

67 68 69 

 

• Facebook faces share price drop and analyst downgrade following Cambridge 

Analytica scandal 

 

o On 16 March 2018, Facebook shares were at US$185.09, but by March 27, had 

hit a low of $152.22 after revelations about their involvement with Cambridge 

Analytica were made public 

o Shares had rebounded to $217.50 by 25 July, but in the space of a day 

dropped to $176.26 – a 19% drop (a loss of $119billion) following the release 

of disappointing second-quarter earnings 

o Shares have been dropping ever since, with a 12-month low of $124.06 on 24 

December 2018 following an analyst downgrade. 

70  
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• CBA given $700 million penalty for breaching anti-money laundering and counter-

terrorism laws 

 

o CBA repeatedly failed to report obvious and specific patterns indicative of 

money laundering through ‘Intelligent Deposit Machines’ (once deposited, the 

money was immediately available for transfer overseas) 

o From 28 August 2012 – 7 June 2017, CBA failed to submit ‘Suspicious Matter 

Reports’ (SMR), (which would have identified criminals) to AUSTRAC within the 

timeframe or at all 

o 53,506 occasions on which CBA failed to give ‘Threshold Transaction Reports’ 

(TTRs) to the AUSTRAC CEO within the required timeframe (CBA tried to argue 

that this was due to ‘coding error’ and should therefore be considered a single 

breach) 

o CBA had a policy of not reporting suspicious behaviour if the same type of 

behaviour had been reported within the previous three months 

o AUSTRAC were denied intelligence involving several million dollars of proceeds 

of crime, mostly connected with drug importation and distribution 

o CBA failed to introduce appropriate risk-based controls to mitigate and 

manage the high money laundering/terrorism financing risks of IDMs, even 

after AUSTRAC called it out as a 'significant vulnerability' 

▪ CBA failed to introduce a daily deposit limit on IDM’s until 2017 

▪ CBA was slow to deal with suspected criminals’ accounts – giving them 

30 days’ notice before accounts were suspended 

o This suggests a culture within CBA where compliance and risk management 

were forgone in favour of technology advancements and innovation for the 

customer.71  

 

• NAB Remuneration Report rejected by 88% of shareholders at AGM on 19 December 

2018 

 

o 63% also voted against the awarding of shares to CEO Andrew Thorburn 

o Australian Shareholders Association representative suggested that considering 

the negative TSR, and revelations made by the Financial Services Royal 

Commission, no bonuses should be paid 

o Chairman Ken Henry said the bank would engage shareholders about how best 

to restructure the framework in order to avoid a board spill 

o Share price was down 21.8% from the same time the previous year.72 
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• Victoria Police loses funding following investigation into faked breath tests 

 

o An internal investigation by Victoria Police found that more than 258,000 

breath tests were estimated to have been falsified by officers who were driven 

by unachievable ‘targets’ set for testing  

o As a result of the investigation, $4 million of funding was suspended for road 

safety by the Transport Accident Commission 

o A subsequent independent investigation made the recommendation that 

police undergo ethics training as it was found that the practice was long-

running and systemic within the force.73 

 

• NAB delays remediating superannuation customers  

 

o Subsidiaries of NAB began charging superannuation fund members adviser 

service fees in 2008/09 

o In mid-2014 NAB’s subsidiaries identified issues with the charging of those 

fees 

o One of the subsidiaries reported a significant breach in relation to those issues 

to ASIC and APRA in December 2014 

▪ The issues were not brought to the attention of NAB’s board until 

August 2015 

▪ When the issues were brought to the board, the information provided 

to the board was inadequate in conveying the significance of the issue, 

and the potential consequences for the business 

o It took until September 2018 to start remediating customers, and this was only 

after substantial pressure from ASIC74 

o These and other issues contributed to the recent resignation of both the CEO and the 
Chairman of NAB. 
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• BP – Deepwater Horizon spill results in 25% loss of market value between 2010-11 

 

o 11 workers killed and 17 injured when a BP drilling rig exploded in April 2010 

o The largest marine oil spill in history – more than 4 million barrels of oil spilled 

into the Gulf of Mexico while repeated attempts to stem the flow failed 

o More than 1,700 kilometres of coastline was polluted – more than a third of 

federal waters in the gulf were closed to fishing at the peak of the spill due to 

fears of contamination 

o Massive harm to wildlife, including estimated deaths of 800,000 birds and 

65,000 turtles 

o Estimated 8,000–12,000 left temporarily unemployed 

o 1.8 million gallons of dispersants used to clean the oil from the open water 

o BP created a $20 billion compensation fund for those affected by the spill 

o BP chief executive Tony Hayward invited public hostility as the public face of 

the oil giant, when at one point he remarked, “I’d like my life back.”  

▪ Hayward was further derided for his alternately flippant and 

obfuscating responses in media interviews and while testifying before 

the U.S. Congress and was replaced in October 2010 

o By 2011, the company had lost almost a quarter of its market value and had 

hemorrhaged over $40 billion in costs associated with clean-up and recovery75 

o Payment by BP of $65 billion in compensation to people impacted by the spill 

o Scientists now believe that the lingering oil residues have altered the basic 

building blocks of life in the ocean by reducing biodiversity in sites closest to 

the spill.76 
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• Volkswagen admits to fitting 11 million cars worldwide with technology to cheat 

emissions tests 

 

o In September 2015, the US Environmental Protection Agency found that many 

VW diesel engine cars sold in America were fitted with software that could 

detect test conditions and change the car’s performance to improve results 

o The technology enabled cars to emit nitrogen oxide pollutants up to 40 times 

above what is allowed in the US 

o VW had sold cars in the US based on a marketing campaign that focussed on 

the cars’ low emissions 

o VW recalled 8 million cars in Europe and 600,000 in the US as a result of the 

emissions scandal 

o CEO Martin Winterkorn’s response was to acknowledge that the company had 

‘broken the trust of our customers and the public.’   

▪ CEO Martin Winterkorn resigned 

o Former Volkswagen executive Oliver Schmidt was accused of participating in 

‘one of the largest corporate fraud schemes in American history,’ and was 

sentenced to seven years in prison in December 2017 and ordered to pay a 

$400,000 fine for concealing software used to evade pollution limits. He was 

charged with conspiring to commit fraud and violating the US Clean Air Act. 

o 52 percent of Germans said they had "lost confidence" in their auto industry in 

a recent poll 

o Shares fell by one third after the scandal broke 

o The scandal has cost Volkswagen $30 billion in fines, settlements, and 

remediation, making it the biggest business crisis in its 80-year history.77 
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• The reputation of Catholic Church further damaged by exposure of long-term cover 

ups of abuse 

 

o Royal Commission into Institutional Responses to Child Sexual Abuse exposes 

that cover-ups and denial of abuse by priests continued in some cases for 

decades – bishops failed to listen, to believe and to act, and instead, priests 

were moved from parish to parish to avoid scrutiny 

o The Royal Commission found that close to 10% of Catholic priests had sexually 

abused children, many of whom were vulnerable, some were living in church-

run care, some had behavioural problems or intellectual disabilities 

o 4,444 claimants alleged incidents of child sexual abuse, some dating back to 

the 1920s78 

o Allegations of abuse were made against priests, religious brothers, nuns and 

lay people 

o The failure to act by the catholic church allowed some abusers to offend again 

and again, with tragic and sometimes fatal consequences 

o Church claims it accepts 98% of the recommendations of the Royal 

Commission, however, of the 80 recommendations considered by the church, 

only 47 are accepted without qualification, six accepted “in principle”, twelve 

are “supported”, with a 13th “supported in principle”. Twelve are classed as 

“noted”, while another requires “further consideration” 

▪ Church rejects any changes to the seal of confession  

o “The less than total acceptance of the commission’s recommendations will be 

read by many as another sign of an organisation that is still unwilling to own 

up to the horrors of its past with actions as well as words”79 

o Allegations of cover-ups of abuse have tarnished the highest level of the 

church, with two of Pope Francis’ Council of Cardinals facing allegations either 

of covering up or perpetrating abuse80 

o In a recent speech, Pope Francis admitted that priests and bishops have 

sexually abused nuns, with nuns in some cases being forced to have abortions 

or raise children who are not recognised by their fathers81 

o These issues are world-wide 
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• Wells Fargo’s stable reputation tarnished by account fraud scandal 

 

o September 2016 – Regulators fine Wells Fargo $185 million for repeatedly 

creating fake customer accounts82  

o September 2016 – Wells Fargo shocked announces it has fired 5,300 workers 

over several years for creating an estimated 3.5 million fake accounts between 

2011 and 201583 

o An incentive-compensation program for employees to create new accounts 

meant staff were pressured by unrealistic sales goals, and faced threats of 

having to stay back, work weekends, or even being fired if goals weren’t met 

▪ Fake bank accounts were created in customers’ names without their 

consent or knowledge 

▪ Customers were charged fees on accounts they didn’t know they had 

▪ Some customers had collection agencies calling them due to unpaid 

fees on accounts they didn’t know existed 

▪ Customers were given personal-identification numbers, or PINs, 

without their knowledge in order that staff could impersonate them 

on Wells Fargo computers and enrol them in various products without 

their knowledge 

▪ Staff used the birth date and Social Security number of customers to 

open accounts in their name and forged customers’ signatures 

▪ 193,000 non-employee accounts were opened between 2011 and 

2015 for which the only e-mail domain name listed was 

@wellsfargo.com 

▪ Customers were charged for mortgage fees they didn't deserve  

▪ Customers were forced into car insurance they didn't need, resulting 

in some people having their cars repossessed 

▪ Some bankers persuaded customers to take out large loans and then 

immediately repay part of them so that the banker could get credit for 

the bigger loan 

▪ In one instance, employees had talked a homeless woman into 

opening six checking and savings accounts with fees totalling $39 a 

month8485 

o August 2016, Wells Fargo apologises for a computer glitch that caused 

hundreds of people to have their homes foreclosed 

o Despite having a clear ‘Code of Ethics’ clearly stating that manipulation of sales 

in an attempt to reach sales goals would result in immediate termination, 
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despite a 2004 investigation recommending the elimination of sales goals 

within the bank in order to remove the incentive to cheat, and despite many 

whistleblowing contacts from concerned staff to the bank’s ‘Ethics Line’ – no 

action was taken 

o Carrie Tolstedt, Head of Retail Banking, was awarded $124 million in stock, 

options and restricted Wells Fargo shares when she retired in July 201686 

o CEO John Stumpf attracts anger and rebuke for his arrogant demeanour at 

congressional hearings 

▪ 12 October, Stumpf announces he is stepping down as CEO and would 

forfeit $41 million in stock options, and was stripped of a further $28 

million by use of a clawback provision following an investigation 

instigated by the board 

o Customers’ credit scores were impacted due to the fake accounts 

o Wells Fargo employees were severely affected by the intense pressure, and 

after leaving the bank, had difficulty gaining employment at other banks 

during the period of the fraud 

o Share price drops 11% between 8th September and 1st October, following the 

exposure of the scandal and subsequent fine 

o The fall-out continues at Wells Fargo, with new investigations and fines 

relating to the risk-management practices in the consumer-lending unit and 

wholesale unit8788 
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• Cricket Australia ball tampering scandal damages Australia’s reputation due to ‘Win 

at all costs’ culture 

 

o 25 March 2018 – with Australia facing a third loss against South Africa, and in 

the face of severe sledging against David Warner, Cameron Bancroft is caught 

tampering with the ball during the third Test in Cape Town after a plan was 

hatched by team captain Steve Smith and vice-captain David Warner  

o Smith and Bancroft admit to ball-tampering, but Smith insists he should 

remain as the team captain, citing that he hopes he can learn from this 

o Cricket Australia CEO, James Sutherland, confirms Steve Smith will remain 

captain while they investigate the ball-tampering scandal – despite 

overwhelming public outcry calling for him to stand down 

o 28 March 2018 – Steve Smith and David Warner are banned from representing 

their country for 12 months, and Cameron Bancroft banned for nine months.  

Smith and Warner also dropped from the Indian Premier League for 2018 

o 30 March 2018 – Coach Darren Lehmann announces he will step down as 

coach after the fourth test, whilst maintaining that he had no prior knowledge 

of the ball-tampering plot 

o News of the scandal takes international significance, with cricket being linked 

to the psyche of the Australian public, a key part of the Australian identity – 

the reputation of ‘Australia’ is seen to be damaged by the incident 

o “The Australian cricket team is Australia, so the way in which its players carry 

themselves influences how Australians view ourselves. The shame they have 

brought on themselves is the shame they have brought on the country. It is 

that serious.”89 

o Australian Prime Minister, Malcolm Turnbull, expresses his dismay at the 

scandal, and notes that the Australian cricket captain is considered to be as 

important, if not more important, than the PM.   

o Australian High Commissioner to UK, Alexander Downer, expresses his 

outrage, noting that it is bad for the national psyche, “For people wearing the 

baggy green to be behaving like that is just astonishing ... The team has lost 

the affection and support of the public.”90 

o Australia’s trade, tourism and investment minister Steven Ciobo admits the 

subject had come up during high-level discussions with UK Trade Secretary, 

Liam Fox. 

o Major sponsors review and terminate sponsorship contracts:91 
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▪ Magellan Financial Group – naming rights sponsor of domestic Test 

matches involving the Australian men’s cricket team – worth $20 

million over three years 

▪ Asics: “The decisions and actions taken by David Warner and Cameron 

Bancroft are not something that Asics tolerates and are contrary to 

the values the company stands for” 

▪ LG Australia: ended its contract with Warner, saying it would “always 

look to work with ambassadors that share our core brand values”. 

▪ Sanitarium: ended its relationship with Smith as a Weet-Bix brand 

ambassador, saying: “Weet-Bix ambassadors represent our brand 

values of trust and integrity … Based on the ball tampering incident 

and the findings of Cricket Australia’s investigation, we are unable to 

continue our relationship with Steve Smith.”  

▪ Qantas CEO, Alan Joyce, demands the issue be dealt with immediately, 

saying that, “Australia is all about ‘fair go’, and I think all Australians 

are very disappointed with what’s happened with the cricket team.” 92 

▪ Commonwealth Bank drops Steve Smith as one of its cricket brand 

ambassadors, but says it will continue its sponsorship of Australian 

women's, Indigenous, all-abilities and grassroots cricket through 

Cricket Australia93 

o The Ethics Centre undertakes an independent review of Cricket Australia 

▪ 814 surveys handed out  

▪ 469 responses received 

▪ Only 24% of players responded94 

o 4 May 2018 – Bob Every, independent director, resigns from the Board95 

o 5 June 2018 – CEO James Sutherland announces he will step down  

o 25 October 2018 – Pat Howard, high performance coach and Ben Amarfio, GM 

of media, comms and marketing exited by incoming CEO, Kevin Roberts96 

o 29 October 2018 – Ethics Centre Review released 

▪ Makes 41 recommendations – most of which centre around the lack of 

focus paid to the spirit of the game in the pursuit of winning matches 

▪ 24 recommendations are directed specifically at Cricket Australia, and 
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▪ 17 of those 24 make reference to behaviour or ethics of the players or 

the board of directors97,98 

▪ "The most common description of CA is as 'arrogant' and 'controlling'. 

The core complaint is that the organisation does not respect anyone 

other than its own. Players feel that they are treated as commodities. 

There is a feeling amongst some state and territory associations that 

they are patronised while sponsors believe their value is defined solely 

in transactional terms."99 

▪ In the relentless pursuit of excellent cricketers, CA appears to have 

failed to introduce measures to help their people become excellent 

leaders and decisionmakers.100 

▪ "Australian cricket has lost its balance ... and has stumbled badly. The 

reputation of the game of cricket, as played by men, has been tainted. 

Women's cricket remains unaffected. The leadership of CA should also 

accept responsibility for its inadvertent (but foreseeable) failure to 

create and support a culture in which the will-to-win was balanced by 

an equal commitment to moral courage and ethical restraint."101 

▪ "In our opinion, CA's fault is not that it established a culture of 'win at 

all costs'. Rather, it made the fateful mistake of enacting a program 

that would lead to 'winning without counting the costs.”102 

o 1 November 2018 – Chairman David Peever announcers he will stand down 

from his role and from the Board of Cricket Australia103 

o 3 November 2018 – Mark Taylor announces his resignation from the Board, 

citing that the post had ‘taken its toll’, especially since the ball-tampering 

scandal104 

 

  

                                                           

97 ABC News, Cricket Australia’s response to five key recommendations from the Ethics Centre, ABC News, 29 October 2018, 
https://www.abc.net.au/news/2018-10-29/cricket-australia-ethics-report-five-key-recommendations/10443018 
98 Holmes, T, Cricket Australia and its players need to fix their bad relationship for the game to heal, ABC News, 29 October 
2018, https://www.abc.net.au/news/2018-10-29/cricket-australia-culture-report-recommendation-6/10442982 
99 Longstaff, S, Australian Cricket, A Matter of Balance: A report commissioned by the board of Cricket Australia, The Ethics 
Centre, October 2018, p. 11 
100 Longstaff, S, October 2018, p. 85 
101 Longstaff, S, October 2018, p. 7 
102 Longstaff, S, October 2018, p. 8 
103 Ramsey, A, Peever stands down as chairman, Cricket.com.au, 1 November 2018, https://www.cricket.com.au/news/david-
peever-resigns-cricket-australia-chairman-board-of-directors-earl-eddings-culture-review/2018-11-01 
104 Barrett, C, ‘I hope it stops with me’: Taylor calls for end to cricket bloodletting, Sydney Morning Herald, 5 November 2018 



Catastrophic Reputation Failures: What’s caused them, and what can boards do to prevent them? 

 

48 

Appendix 2   

Chief Reputation Officer 

Position description and KPIs 

Melanie LoBue of The Reputation Institute provides suggested KPI’s for such a role: 

The CRO’s primary responsibility: build and maintain a strong corporate reputation. 

As with any role, nuances may vary from company to industry, but the CRO is primarily 

responsible for the following reputation KPIs: 

1. Levels of stakeholder support: Key stakeholders include customers, employees, 

investors, regulators, policy-makers, and the general public.  Greater supportive 

behaviours from these groups equate to a stronger reputation. 

2. Reputation readiness: Proactively planning for and actively mitigating reputational 

risk includes developing an airtight strategy around internal communications, external 

outreach (PR, social media), global correspondence, crisis documentation, and 

actionable methods of supporting leadership. 

3. Corporate Communication effectiveness: The ability to measure the success of a 

Corporate Communication department and to develop a roadmap for reputation 

success is paramount in driving revenue. 

4. ROI of reputation: Quantitative reporting that points to the ROI of reputation as it 

drives revenue, aligns with share price value improvement, and the ability to engage 

existing employees and attract top talent. 

5. Corporate Social Responsibility (CSR): Companies that have thoughtful CSR campaigns 

and sustainability programs often outperform in reputation. CSR is more important to 

most stakeholder groups than financial performances, goods, and services. 

A Chief Reputation Officer not only provides reactive leadership and counsel during extreme 

situations such as PR crises and scandals, the role also demands proactive responsibility.105 
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Qualities and Skills required 

Moral Compass + Confessor + Authentic Charismatic Visionary.  This role requires an 

individual who is driven to find the truth, speak the truth, role model that truth and to 

influence others to do the same.  In short, think Atticus Finch from To Kill A Mockingbird. 

Fundamental to this role is the need to have a strong moral compass – an unwavering drive to 

‘do the right thing’ when faced with any kind of ethical dilemma – and to set the 

standard for that across the organisation  

The ability to influence others.  The ability to engage with people at all levels of the 

organisation, building trust quickly and remaining open and non-judgemental in order 

that people feel safe to share concerns or highlight risks – and that they feel confident 

that their concerns will be acted upon 

Reputation and Crisis Management – the ability to think about and name the ‘unthinkable’ – 

the ability to take an overarching view of reputational risk across all areas of the 

organisation, with both an immediate and long-term focus.  The development of an 

agile crisis management plan, including communications in the event of a crisis 

Set the direction – develop a plan for building a stronger organisation – the ability to 

conceptualise and oversee the development of the strategic plan of the organisation 

through the lens of building and maintaining a strong reputation 

A role model for culture and behaviour – the ability to envision and influence to build a 

positive, strong organisational culture where individuals feel valued, engaged and 

where behavioural standards are set, role-modelled and maintained 

The courage to name poor behaviours, practices and other risks to reputation, and to hold 

those responsible to account for this 

A strong and adaptable communicator – the ability to communicate across all levels – board, 

executive, employee, customer, shareholder, market, industry and media – along with  

Ability to create a vision and dedicated plan for building, maintaining and protecting the 

overall reputation of the company, including marketing, corporate-social 

responsibility, cyber security, corporate brand, public relations and communications 

An understanding of corporate governance, regulatory, compliance and ethics as it relates to 

reputation and board responsibilities 

“To be able to think the unthinkable, then you’re needing to give people space to think and 

challenge in a different way, and that means accepting that probably nine times out of ten 
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what they’ll say everybody will think they’re slightly bananas. They need to have ... a personal 

confidence to pursue the thought”.”106 

What comes under their remit? 

Culture 

Conduct, Ethics, Ethical behaviour 

Operational Risk 

Cyber Security 

Disruptive innovation 

Corporate Social Responsibility 

Marketing, Communications and Brand Management 

HR 

Strategy 

Compliance and Regulatory 

Corporate Governance 

Products  

Supply Chain 

Stakeholder Management 

Types of background of people in the role 

While the backgrounds of current Chief Reputation Officers are quite varied, most come from 

backgrounds with experience and qualifications in the following: Marketing, Communications, 

Law, Risk, Corporate Strategy. 

Sitting in a similar role to that of Chief Reputation Officer is Geoff Healy, who was appointed 

Chief External Affairs Officer at BHP Billiton in 2016.  When interviewed by Australian following 

his appointment to the role, which was newly created to cover non-financial risks within the 

company, he described the role as managing an “integrated group of functions that have a lot 

to say about our non-financial strategy and that really stand for the long-term licence to 

operate and the reputation of the company.”  Healy describes the benefits of the super-

                                                           

106 Gowing, N & Langdon, C, 2016, p. 41 
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portfolio role as being about better managing risks, as well as the inherent efficiency from 

putting functions together.”107  Geoff Healy has a background in Law, having worked as a 

partner at Herbert Smith Freehills for 16 years before joining BHP as Chief Legal Counsel in 

2013. 

 

                                                           

107 Fitzgerald B, BHP Billiton’s Geoff Healy: managing risks and reputation; The Australian, 11 June 2016 
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