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IMAGINE… YOU ARE A TOP 
CORPORATE EXECUTIVE… AND

• The company or certain execs have been accused of 
wrongdoing

• Your customers may have suffered
• Some employees or contractors may be injured, or worse
• Investors want answers
• The Board is looking to assign blame
• Verifiable facts are few and far between, opinions and 

rumors abound
• The full extent of the damage cannot be estimated yet
• Activists may be ramping up attacks online
• Competitors are already starting to try to lure away your 

biggest customers



NUMBERS AND COSTS OF CRISES 
RISING: MCKINSEY
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WHY?

• Organizations becoming more complex
• Stakeholder expectations higher
• More willingness to sue
• Government investigations up
• Shareholder activism on the rise
• Changing social contract driving anxiety 

and mistrust
• Speed of business increasing



AND YET…
• Just 49%  of Boards engage with management on crisis

• 73% of Board members cite reputation as a vulnerability, but only 39% 
have a plan to address it

• 49% have “playbooks” for specific scenarios; 33% “don’t know” if they do

• 52% have a crisis communications plan

• 50% feel organization prepared to manage crisis effectively

• 32% conduct crisis exercises

• 24% get annual media training

Sources: PR News / NASDAQ Survey 2016; Deloitte Global Crisis Management Study 2016



MOST ORGANIZATIONAL CRISES 
ARE MAN-MADE
• Discrimination
• Class Actions
• Activism
• Cyber Crime
• Executive Dismissals 

• Labor Disputes
• Mismanagement
• Sexual Harassment
• Whistleblowers
• White Collar Crime



ICM 2017 ANNUAL CRISIS REPORT



SUDDEN –VS- SMOLDERING CRISIS
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SEXUAL HARASSMENT, BULLYING AND 
ASSAULT RUN DEEP IN 

ORGANIZATIONAL  CULTURES

Industry Agnostic Problem:
• Media & entertainment
• Health care
• Accounting & finance
• Technology
• Academia & government

75%  of sexual 
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DISCRIMINATION 
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Disturbing Trends

• Top ten discrimination 
settlements in 2017 totaled 
$2.72 Billion

• $1B more than 2016
• Gender, race, age, sexual 

orientation
• Individual behaviors
• Systemic abuses



MISMANAGEMENT REMAINS MOST 
COMMON CAUSE OF CRISIS

Employees behaving badly: 
Professional malpractice, 
misappropriation of resources, 
misconduct, negligence, 
collusion and unethical or 
questionable practices
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EXECUTIVE MISBEHAVIOR 
HURTS THE BOTTOM LINE 

• Companies where a top boss is accused of 
personal misdeeds- from DUI to domestic 
disputes- take an average hit of $110 million, or a 
1.6% loss of shareholder value

• One year out average company in the study 
stocks underperformed 14%

• Companies with lax Boards more susceptible
• Occurs more frequently at companies where 

CEO is founder or relative of founder

Source:  “The Consequences of Managerial Indiscretions: Sex, Lies and Firm 
Value.” November 2016, Brandon Cline, Mississippi State University; Ralph Walkling, 
Drexel University;  and Adam Yore, University of Missouri 



FAILURE TO ACT

• The #MeToo movement hasn't changed 
much in boardrooms across America: 
survey

• Denial is alive and well:  Boards may 
believe sexual misconduct would never 
happen in the top tiers of their organization. 

• Survey respondents said their boards hadn't 
discussed sexual misconduct or sexism 
because these issues are low priority, 
irrelevant or threatening to the CEO.



VULNERABILITY GAP: DELOITTE
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WHEN CRISIS HITS (OR IS ABOUT TO)

1

Convene the 
crisis 
management 
team

2

Identify in detail 
primary and 
secondary 
threats

3

Discuss likely 
paths the crisis 
may take

4

Prepare for 
tomorrow’s 
headlines not 
just today’s



PRIMARY THREATS V. SECONDARY THREATS
Primary threats:

• Core of the crisis- legal, 
technical operational and 
financial challenges of the 
crisis

• Must be addressed first

Secondary threats:
• Reactions of key stakeholders to 

primary threats 
• Class actions
• Shareholder litigation
• Activists
• Still need to be addressed early



START EARLY TO ADDRESS ISSUES 
CRITICAL TO OUTCOME

• Business as usual is out the door
• Expect to get more complaints around the same issue
• Key executives may be implicated and unable to lead the 

response
• Managers may take matters into their own hands

Control the 
organization

• Reduce anger and extreme reactions while buying time for 
legal and technical teams to complete their work

• Communicate early, often with empathy and commitment to 
fix the problem

Stabilize 
stakeholders



THREE R’S

Resolve

Resolve immediate primary 
threats
• Don’t underestimate the time it will 

take to uncover all the facts and 
determine how to resolve all the 
issues

• Avoid overpromising on timelines
• Allow time to assess magnitude of 

the problem, define potential 
solutions

Repair

Repair the root cause
•Governance, culture, 

performance management, 
policies, training

•Important to communicate 
intent early on

•Repair often a multi-year 
exercise

Restore

Restore the organization 
over time
• Seeds of recovery should 

be planted early; don’t 
wait till the dust settles



IMPROVING BOARD CRISIS 
CAPABILITIES

Build into Board 
membership and 

structure

Crisis awareness 
part of every job 

description

Define the crisis 
management 
team and train 
team regularly

Specific plans for 
each scenario that 
might threaten the 

organization

Don’t 
underestimate the 

importance of 
communication

Embrace the role 
as guardian of the 

reputation



PREPARE FOR MISCONDUCT ALLEGATIONS
• Have strong controls in place to identify, investigate, and 

address issues
• Take all allegations of misconduct seriously
• Consider obtaining legal advice on whether allegations or 

findings of internal investigation should be disclosed, 
• Carefully weigh the litigation risks when considering 

severance payments to alleged harassers
• Expect that when allegations of executive misconduct go 

public, shareholders will take action
• Be aware of and sensitive to public statements



PREPARE AND PREVENT 
(RATHER THAN REPAIR AND REPENT)

• Learn from others’ mistakes
• Denial must be overcome: it CAN 

happen to your company!
• Assess risks and vulnerabilities regularly
• Management and communication 

plans for identified risks
• Regular media training (at least annual)
• Exercise frequently on the crises that 

are most likely or most impactful



THANK YOU!  

QUESTIONS AND DISCUSSION
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