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What Are The Chances?   
 
95% of major corporations in the last 20 years have suffered at least one 
serious reputation-damaging event 
 

1 out 3 of global business leaders believe it is likely that their company will 

sustain reputation damage within the next 2 years 
 

Research indicates that it takes about 4 years for a company to recover its 
lost reputation 



Makovsky Wall Street Reputation Report, 2014 

 

What Are The Chances?   



 
 4D Reputation Risk Mental Model 







 
 
4D Reputation Risk Model   
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4D Reputation Risk Model   



Tangible 

Liabilities 

Assets 
Positive stakeholder sentiment  

Secure and sustainable 
Positive reviews and press 

Reliable 
Recommended 

 

Higher profits and returns 
Stronger pricing 
Attract and keep quality staff 
Easy access to low cost capital 
Repeat customers 
 

 

Negative stakeholder sentiment 
Bad governance 

Negative media image 
Fat cats 

Unsafe and untrustworthy 
 

Operating losses 
Rising liabilities / writedowns 
Credit withdrawn and high cost 
Rising bad debts 
Regulatory fines and legal costs 
 

 

 
 
4D Reputation Risk Model   
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Tangible 

Liabilities 

Assets 

Unethical behaviour and culture 
Executive misconduct 

Security breaches 
Protests by special interest groups 

Online attacks or rumours 
Controversies over high CEO pay 

 
Risky supply chain partners 

Regulatory non-compliance 

Product recall based on health and safety issues 

Financial irregularities 

Environmental violations 

Labour strikes or unrest 

Factory breakdowns or explosions 
resulting in death / injury 
 



 
6 Key Reputation Risks     

 
 
 
 
 

 4 Regulatory 
 Regulatory non-compliance 

 

 5 Operating 
 Security breaches 
 Product recall based on health and safety issues 

 

  

 6 Communication 
 Protests by special interest groups 
 Online attacks or rumours 

 

 
 
 
 
 
 

 1 Management & Leadership 
 Unethical behaviour and culture 
 Labour strikes or unrest 
 Executive misconduct 
 Controversies over high CEO pay 

 
 

 2 Financial 
 Financial irregularities 

 

 3 ESG (Environmental, Social & Governance) 
 Environmental violations 
 Risky supply chain partners 
 Factory breakdowns or explosions resulting in death / injury 

  
 



 
Measuring Reputation Risk 



Traditional market research 
 
 
Prompts answers from silent stakeholders 
 
 
Targeted 

Reputation Fingerprint™ 



90% of the all the world’s data has 
been created in the last 2 years 

 
 
 

Everyday we create 2.5 quintillion bytes of data  
 
 

IBM 

Reputation Tracker™ 



Specific Stakeholder 
Experience 

Typical research 
sample 

Reputation Tracker 
Sample 



Semantic Processing 

        Aggregation     Trend      Meaning     Depth of Emotion   

DECISION  MAKING   



Managing and Mitigating 
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Improvements would tackle worsening perceptions 

Improvements would make biggest impact on reputation 



 
6 Key Reputation Risks in Finance 

  
 
 
 
 
 
 

 4 Regulatory 
 Regulatory non-compliance 

 

 5 Operating 
 Security breaches 
 Product recall based on health and safety issues 

 

  

 6 Communication 
 Protests by special interest groups 
 Online attacks or rumours 

 

 
 
 
 
 
 

 1 Management & Leadership 
 Unethical behaviour and culture 
 Labour strikes or unrest 
 Executive misconduct 
 Controversies over high CEO pay 

 
 

 2 Financial 
 Financial irregularities 

 

 3 ESG (Environmental, Social & Governance) 
 Environmental violations 
 Risky supply chain partners 
 Factory breakdowns or explosions resulting in death / injury 

  
 



Which Factor Do You Think Has 
Contributed The Most To The Current 

Lack Of Trust In The Finance Industry? 

CFA Institute; Global Market Sentiment 2014 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



Which One Of The Firm Level Actions Is 
Most Needed In The Coming Year To Help 
Improve Investor Trust and Confidence? 

CFA Institute; Global Market Sentiment 2014 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



FCA, Risk Outlook 2013 

“Culture change is essential if we are 
to restore trust 

 and integrity to the financial sector”  

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



FCA Risk Outlook 2013

10 Financial Conduct Authority

Part A. Drivers of conduct risk

In this section we analyse some of the most important 
root causes of poor consumer outcomes, risks to market 
integrity and ineffective competition in financial markets.  

Key drivers of conduct risk
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These include:

• Chapter 1: Inherent factors 
A range of inherent drivers of conduct risk that 
interact to produce poor choices and outcomes in 
financial markets. These drivers are a combination 
of supply-side market failures (e.g. information 
problems) and demand-side weaknesses (e.g. 
biases), which are often exacerbated by low financial 
capability among consumers.

• Chapter 2: Structures and behaviours
Structures, processes and management (including 
culture and incentives) that have been designed 
into and become embedded in the financial sector, 
allowing firms to profit from systematic consumer 
shortcomings and from market failures.

• Chapter 3: Environmental factors
Long-running and current economic, regulatory 
and technological trends and changes that affect 
the factors explored in Chapters 1 and 2 and are 
important drivers of firm and consumer decisions.

• Drivers of wholesale conduct risk
The nuances to the drivers discussed in Chapters 
1 and 3 that are relevant to wholesale markets 
and which we will recognise in our approach to 
wholesale conduct risk assessment and supervision.

Part B. Evolving risk landscape

In Part B we identify the implications and risks arising 
from the drivers discussed in Part A. 

In Chapter 4 we cover a number of forward-looking 
cross-market conduct risks that fall out of the analysis 
in Part A, and which we consider will be key risks to our 
objectives in the future. These broad risks are:

• Rising pressure on strategic business model 
adjustment
This captures the long-running and post-crisis 
pressures firms are under to adjust their business 
models and looks at the implications this may have 
for our objectives. In this, we discuss the way in 
which products are designed, the market segments 
and consumer groups that firms rely on for growth, 
and how technology is developed and used.

FCA, Risk Outlook 2013 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



  
 

“The board should take the lead in 
establishing the ‘tone at the top’  

and in setting professional standards and 
corporate values that promote integrity for itself,  

senior management and other employees” 

Basel II, Principles for Enhancing Corporate Governance, page 8 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



IRM Risk Culture Report 2012, page 11 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



THEME

The appendix offers a detailed overview of all relevant data collected in the survey.

12    © 2013 LRN CORPORATION. ALL RIGHTS RESERVED. 2013 ETHICS & COMPLIANCE LEADERSHIP SURVEY REPORT

Onward and Upward— 
Fostering Ethical Culture01

Key Insights

Ethical Culture Increasingly Seen to Drive Long-term Value  
and Business Performance 

Historically, companies that have paid attention to their culture have done so as a means to 
prevent misconduct that violates the law. In LRN’s 2010-2011 Annual Ethics & Compliance 
Leadership Survey, 81 percent of respondents cited compliance with rules and regulations as a 
principal benefit of promoting an ethical culture—which made legal compliance the single most 
cited benefit of promoting ethics in the workplace. However, there are signs that companies 
have begun to understand that fostering a culture of doing the right thing drives results; that 
“outbehaving” outperforms. Four out of five of our respondents now see performance and value-
creation as the greatest benefits of an ethical culture, surpassing compliance for the first time. 

Obstacles to Building a Strong Ethical Culture Persist

Paradoxically, 40 percent of E&C leaders report that lack of appreciation of culture as a business 
driver is a major impediment to building a strong ethical culture, second only to organizational 
complexity (58 percent). Furthermore, the difficulty in making the business case for culture has 
increased over the past three years, with 34 percent of respondents citing this as an obstacle in 
2010-2011 and 36 percent in 2011-2012. 

Impact of Culture Still Not Fully Understood

What can we learn from the fact that eight out of ten E&C leaders recognize the long-term 
business value of fostering an ethical culture, yet nearly half (40 percent) are struggling to convince 
others that the culture is a business driver? 

E&C leaders are likely to be more attuned than most people in an organization to the impact 
of culture on business performance—especially as they try to highlight the importance, from a 
risk avoidance perspective, of employees feeling comfortable seeking advice, raising concerns, 

n=152

The Principal Benefits of Promoting an Ethical Culture
Ranked by Percentage of Respondents

Long-term value and business performance

2013 2012 2011

Compliance with rules and regulations
Employee commitment to mission and values

80%

71%
67%

77% 74%

65%
68%

81%

64%

n=152

Biggest Obstacles to Building a Strong Ethical Culture
Ranked by Percentage of Respondents

Organization complexity

2013 2012 2011

Lack of appreciation of culture as a business driver
Lack of support by middle management

57%

40%
37%

69%

40%
36%

59%

37%
24%

Home Executive Summary PE Index 01 02 03 04 05 06 07 Appendix

2013 Ethics and Compliance Leadeship Survey Report, LRN Consulting 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 



Major Positive Reputation Actions by Directors 

       Sends strong message about control, culture and governance  

Remediation plans to address internal control deficiencies 
 
Hire Chief Risk Officer  
 
Hire Chief Regulatory Officer 
  
New Statement of Principles and strengthened Code of Conduct 
Restructuring/Reorganising 
 
New operating structures to align and clarify accountability 
 
New 10 day warranty on products, warranty extensions 
 
New employee policies to cultivate a culture of compliance 
 
Announcing high ratings in best place to work surveys 
 
Announcement of charitable programs  
 
 

Appointing new independent directors 
 
Require that board members obtain permission to serve on other 
boards 
 
Continuing education for board members 
 
Shortened board tenures 
 
Increased number of votes required for new board members 
 
Shareholders allowed to call special meetings via two-thirds vote 
 
Eliminating anti-takeover provisions 
 
Minimum stock ownership guidelines 
 
Technology/software for board members to access board 
materials remotely 
 
Hire Chief Compliance and Business Ethics Officer reporting 
directly to Board of Directors 

 

 
The Costs and Risks of Failing to Manage and Communicate ESG Factors 
 
Management and Leadership - Culture 





 
What is Reputation, Reputation Risk and ESG Reputation Risk Management? 
 

 
Summary 
 
 
Mental Model – 4D Model 
 
Measuring – Big Data to Evidence 
 
Manage and Mitigate – Focus and Change   
 

  
 


