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Minefield of corporate reputational risk 
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‘I wish the players every success in the future.  

You know how good you are.  You know the 

jersey you’re wearing. You know what it means 

to everyone here, and don’t ever let yourselves 

down.  The expectation is always there.’ 

Sir Alex Ferguson 

Key message from Seamus 

“Most organisations struggle with the concept of reputational risk because they do not understand how 

reputational capital is created and how reputational risk materialises – too often it is viewed from a PR/crisis 

management perspective (stable doors and horses ……. ) 

 

‘Boards (the brain) need to understand the dynamics 

of how reputations are created, and destroyed, the 

actions needed to protect and grow one of the 

organisation’s most important intangible assets, and 

how to identify, and manage, reputational risk.’ 

Seamus Gillen 
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      The Solution 

Seamus Gillen  

 linking stakeholder process  business process 

business plan  results 

 appropriate metrics – based on the value chain 

 value analysis – at what point customer revenues will be 

affected  

 how does reputation risk appear on the risk register 

 is there a reputational risk committee 

 how are social media being managed 

 

Delivery of the Solution 

Seamus Gillen  

 design a stakeholder map and link it to the value chain 

and the business model 

 consider the most effective way to gain visibility of those 

stakeholders from a reputational risk perspective (probably 

by creating a dedicated forum for the purpose, such as a corporate 

responsibility, CSR or sustainability committee, reporting directly or 

indirectly to the board)  

 add an extra level of due diligence, ensuring that the 

organisation’s risk (asset protection) community is 

suitably plugged into the reputation community 

 outputs of this collaboration are properly and adequately 

reflected in the organisation’s risk framework and, 

particularly, its risk register 

 factor in the social media dimension 

 make reputation a board priority 

Good practice for Reputation 

Management 

to pre-empt the crystalisation of risk 

Seamus Gillen  

 Adopt a common model for 

reputation management across 

organisational functions 

 Understand what the reputation 

dimensions and attributes mean to 

different stakeholders  

 Align corporate messaging and 

reputation activities with key drivers 

for stakeholders  

 Create employee alignment with 

reputation platform 

 Create a cross-functional Reputation 

Committee to ensure coherent 
actions  

 Monitor reputation with different 

stakeholders against relevant 

competitors 

 Integrate reputation management 

into the business process 

 

Governance and Disclosure Continuum 

Seamus Gillen (2010) 

 

Governance   Transparency   Accountability   Confidence   Trust   Reputation    
   Risk Management                    Supportive Behaviours 

& Building Resistance 

 

Causal relationship  

Good reputation and achievement of organisational outcomes 

Seamus Gillen  

 

Good reputation    Supportive stakeholder behaviour   Revenue generating activities 
 



   

Sharon Constançon, Chief Executive,   Genius Methods Ltd  
sconstancon@geniusmethods.com    www.geniusmethods.com    07773 777 495 

3 

 

‘Reputational risk can be defined as the potential loss in 

reputational capital based on either real or perceived losses 

in reputational capital. In fact, a company can lose its 

reputation whether allegations are true or not’ (Financial 

Times, 2013).  

Reputation is arguably one of the firm’s most valuable 

assets. famously said  ‘If you lose dollars for Warren Buffet 

the firm, I will be understanding. If you lose reputation for 

the firm, I will be ruthless’.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Despite the importance of reputation, “many British 

corporate firms are operating their companies by utilising 

infrastructures that are not adequate for the 21st Century” 

says .  Lena Benjamin, Ones Company

 

As reported by The Economist, The transience of power, 

, extracted from the article: “Micropowers March 16th 2013

are learning how to frustrate macropowers.  Bigwigs are 

finding it harder to wield power and harder to hold on to it.  

The barriers that used to protect insiders, such as economies 

of scale and long-established relationships, are crumbling. ” 

The result is that for companies using risky strategies in 

terms of reputation, the gap between getting away with it 

and being found out is becoming shorter and shorter. 

 

A refreshing view from , Daniel Roberts, Crowe Horwath

suggests that “reputation should not only be analysed in the 

negative.  If reputation is managed positively, there are big 

opportunities to leapfrog the competition.”  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Reputation as opportunity 

 

‘Some of the leading experts in the field of communication 

and strategy believe that being able to assess and manage a 

company’s reputational risk is another way to attain a 

competitive edge, especially in an increasingly negative 

global business environment’  (Financial Times, 2013). 

 

Consumers and customers today are increasingly interested 

not just in what a company creates, but how it operates. 

This creates an opportunity to build a reputation that is 

aligned with the interests of today’s consumer and create a 

competitive advantage. 
 

 

The internet and social media 

Online reputation management has become an important 

part of the communications and public relations today. 

More and more companies are investing in social media 

experts and agencies to monitor stakeholder views 

expressed in the various mediums.  Many organisations 

today have a Social Media Policy and use social media to 

communicate and respond to the market with their own 

messaging.  

   

Ability to manage 

reputational risk depends on 

effective leadership, an 

integrated ethics policy, a 

strategy for managing 

stakeholders, 

combined with  a strong 

disclosure and 

communications processes 

Seamus Gillen 

Good governance behaviour develops a 

goodwill “reserve”.   

Comply rather than explain removes market 

risk of being hanged on governance hooks.  

 Following best practice encourages 

stakeholder forgiveness in the face of a 

reputational crisis and quicker recovery, an 

opportunity. 

Sharon Constancon 

Genius Methods 

Information Age … 

….has created a digital, global, mobile 

and informal communication… 

that Is always “on”, “instant”, 

“unfiltered”, “uncontrolled” and “viral” 
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However, implementation and awareness still needs to be 

improved.  Management need to understand how the 

younger generation of staff view reputation, information 

and transparency.   

One participant in the plenary session, warned of the 

reputational hazards that come with constant instant access 

to social media.  In their case a junior employee, even when 

advised of the confidential nature of the meeting, did not 

understand management’s meaning of “confidential” and 

saw information as knowledge that was their right to share 

(and look good to their peers).   

Had the tweet occurred, it could have had disastrous 

business, trust and reputational consequences to both 

parties.  Beware what staff share on their personal 

Facebook as this could pose corporate risks. 

Twitter is a two edged sword.  Used creatively Twitter is 

very powerful, used informally it can be very destructive.   

Building reputation on Twitter requires the writer to be 

extremely articulate and to have a strong understanding of 

the subject matter. The limited character count requires 

succinct use of words t create powerful messages.  The risk 

is the task is often assigned to the lowest ranking person in 

the communications department.  This is a missed 

opportunity at best and a reputational risk at worst.  

Informal and easy access to Twitter by individuals often 

creates the wrong message or easily shares the wrong 

information.  Both are a risk to a business as cannot control 

actions and behaviour other than through education and 

true understanding. 

 

What do you stand for? 

Seamus Gillen, Senior Adviser to Reputation Institute UK, 

, explained that in today’s and Director of Policy at ICSA

interconnected, fast paced world, it is more important than 

ever for companies to truly understand their own purpose 

and values.  Far too often, boards do not discuss the key 

question: ‘What do we stand for?’   

If companies, don’t know what they stand for, the world 

will tell them and it may not match with the image they had 

in mind.  

 

This self-awareness and definition of purpose is important, 

not just in times of crisis, so that the tone really is set from 

the top and corporate actions are always guided by 

corporate values in line with the defined purpose.  

 

Responsibility to know 

Apple has recently been questioned about its suppliers 

factory conditions and employee health and safety 

standards (http://nydn.us/18P7Gtf).  In the company’s 

defence, the response was that company leaders and the 

Board had not known about the problems.   

This kind of response used to hold water; however, 

stakeholders are becoming dissatisfied with this lack of 

knowledge of CSR, ethics, environment and influences and 

influencers.  The expectation is total knowledge and total 

perfection.   

The biggest risk is the judgement of history on today’s 

standards.  This market behaviour creates a risk for all 

companies. 

 

 

 

 

 

 

 

Do Boards have a responsibility to know how the products 

they sell are being made?  

The same response was used by NewsCorp executives and 

directors when unethical behaviour by staff was exposed.  

They must also, as explained by , be clear about what Gillen

the company stands for and be proactively monitoring 

adherence with company values and ethics.  

  

 
 

http://nydn.us/18P7Gtf
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Today, Boards must do more to educate themselves about 

company operations.  

 

 

 

 

 

 

 

 

Business ethics 

The evening’s discussion covered the discrepancy between 

corporate behaviour and domestic behaviour and the  

human ability to ‘compartmentalise’ their ethics.  

A developing study on Ethics is highlighting that when asked 

a series of questions relating to values and ethics, ‘company 

executives tended to a significant degree to answer 

substantially the same questions somewhat differently, 

depending on whether they took themselves to be 

responding qua company executive or qua parent or qua 

concerned citizen.  Their attitudes varied with their social 

roles and they seemed quite unaware of this’.  

Today, the world is too interconnected and transparent for 

this compartmentalisation.   

Corporations have also become so large in some cases, 

creating more influence than countries, that is important 

ethical behaviour in the interests of all stakeholders is 

consistent across the board.  

 ‘Authenticity’ is acting and decision making in the 

professional world as you would in your domestic life.  This 

again relates to clear self-identity and purpose creating the 

consistency that protects reputation.  

Restorative justice 

One key value, humility, was identified as one value that is 

so often missed by corporations.  What is the value of 

saying ‘sorry’ when a company has been found to be in the 

wrong.  For example, in the United States, malpractice 

claims against physicians significantly reduced when 

physicians spoke to families personally, were honest and 

apologised for any wrong-doing.   

So often, it is not the mistake itself that gets companies into 

trouble, it is the attempt to cover-up, play down or avoid 

accountability that ends up damaging reputation.  

 

 

 

 

 

 

 

 

 

Stakeholder relations 

, explains that “it is Genius Methods Chairman, Alan Hindley

no longer enough to comply with the letter of the law – 

companies must be in tune with their stakeholders and the 

changing expectations fuelled by today’s 24/7 world.”    

Arms length purchasing has become a major reputational 

risk, as illustrated by the Apple case. There is a trend today, 

particularly in CSR savvy corporations, of creating stronger 

relationships with fewer suppliers so that the company has 

a full understanding of how their suppliers operate.  

A company today which neglects any of their stakeholders 

or does not fully understand their supply chain is putting 

themselves at risk.  

 

 

 

 

 

Reputational Risk arises as a result 

of a failure to deliver against 

expectations 

(BP / Sony / Toyota / G4S) 

When this affects the stability of the business 

model, value is destroyed in the short-term. 

 Value might not be recovered until 

stakeholders regain confidence and 

demonstrate that they are prepared to 

‘invest’ once more 

HSBC Reputation ‘Crushed’ by Mexican 

Money Laundering, CEO Says 

 
 

Reputational Risk which 

impacts the brain (Board) 

causes paralysis 

(ENRC, Bumi, Northern Rock, HBOS, 

RBS, LloydsTSB) 
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Definitions 

 A collective representation of a company’s past 

actions and results that describe its ability to 

deliver valued outcomes to its stakeholders 

(Fombrun, 2001) 

 

 The shared values of a company and its 

stakeholders that drive the trust, confidence and 

support an organisation can expect from those 

stakeholders  (Dowling, 2001)  

 

 Meeting and exceeding stakeholders’ legitimate 

expectations 

 

 A reputation risk is a negative event that will 

impact stakeholders’ perception of an 

organization, with consequences for the value of 

that organization – including  current or 

prospective earnings, and share price (Reputation 

Institute 2009) 

 

 

Management 

 Aim is to combine knowledge of stakeholders with 

ability to quantify potential loss – risk and corporate 

affairs communities must work together otherwise 

the outcome is sub-optimal – those modeling risk 

need to understand about stakeholders, those 

managing stakeholders need to be able to place a 

monetary value on the activity 

 

 Brand is a “customer-centric” concept that focuses on 

what a product, service or company has promised to 

its customers and what that commitment means to 

them, and how the customer experiences what is on 

offer.  Reputation is a “person or organisations-

centric” concept that focuses on the credibility and 

respect that a person/organisation has among a broad 

set of stakeholders, including customers.   Brand is 

about relevancy and differentiation (with respect to 

the customer), and reputation is about trust (with 

respect to the stakeholder) 

 

Sharon Constanҫon reminds Directors, particularly Chairmen and Non-Executive 

Directors, that their personal brand and ethics are critical to being respected in their 

role.  A reputational risk to the company will impact all directors; and a directors’ 

asset is their reputation.  Directors need to value and protect their reputation as 

they need to value and protect the reputation of the organisation.  Resignation, not 

a decision to be taken lightly, may sometimes be a necessary action. 

Sharon Constanҫon, Genius Methods 


