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For multinational corporations (MNCs), 

it happens time and time again: a potential-

ly damaging incident—involving an unsafe 

product, working conditions, executive 

misconduct, or accidental environmental 

damage—comes to light. Regardless of where 

the fault lies, the incident threatens to derail 

years of brand building and stockpiled good-

will because it creates a crack in the trust 

the company worked so hard to build. The 

difference between patching up that crack or 

tumbling into it as it widens depends on the 

company’s ability to quickly and materially 

restore trust by satisfying the multidimen-

sional anxieties of various constituencies, 

including customers, employees, governmen-

tal officials, and the general public.

In his book Reputation Rules, Kellogg 

Professor Daniel Diermeier calls trust “the 

magic word in managing reputational crises” 

and lists the four most important factors in 

building or maintaining trust: transparency, 

expertise, commitment, and empathy. In my 

experience, executives who incorporate these 

factors into their processes and culture can 

This article is part 

of the Expertise@

Work series in which 

business practi-

tioners discuss their 

own insights on how 

to apply the ideas in 

Kellogg Professor 

Daniel Diermeier’s 

book Reputation 

Rules to solving 

difficult business 

challenges.

When faced with a reputational crisis, executives who avoid these four pitfalls  

are more likely to regain the trust of their constituencies and avoid the long-term 

destruction of shareholder value. 

actually boost a company’s reputation, brand, 

and growth. And these factors are exactly 

the right things to consider when dealing 

with a situation where trust may be lost.

Regardless of the crisis, executives make 

four common mistakes in reputation man-

agement when they run afoul of one or more 

factors on this “Trust Radar.”

1.  Companies focus only on customers 

and ignore their other critical  

constituents. Many executives are so 

focused on their mission, vision, strategy, 

and deliverables—on what they need to 

do and how to get their message across—

that they haven’t really gone through that 

Copernican shift where they put their 

multiple key constituents in the center 

of their universe and view an issue from 

different perspectives.

  It is, after all, very easy to respond to the 

person who’s in your face and the prob-

lem that’s right before you. But neglecting 
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any of the key constituents—customers, 

retailers, employees, or NGOs and activ-

ists—can be perceived as a lack of empa-

thy, undermining a company’s efforts to 

repair its brand image and restore trust. 

Consider the corporations that have sus-

tained reputational damage as the result 

of a public pronouncement supporting 

the restriction of marriage to heterosex-

ual couples. Whether or not this stance is 

consistent with the brand image or com-

pany mission, these executives should 

have considered: what does that pro-

nouncement mean to our employees, and 

what are the implications for employees 

who disagree? What actions might NGOs 

with clout, such as the American Civil 

Liberties Union (ACLU), take against the 

company?

2.  Executives forego empathy and 

attempt to answer public concerns 

with data alone. Professor Diermeier 

notes that a response prioritizing facts is 

both typical and often completely inef-

fective. Consumers have relationships 

with brands, and the strongest of these 

relationships include an emotional com-

ponent that goes beyond fact, data, and 

logic. Consumers might relate to a brand 

as they would a friend, considering it as 

an ally or problem solver. When a cor-

porate misstep causes feelings of disap-

pointment, or even anger and betrayal, 

addressing the issue with an arsenal of 

facts just doesn’t resonate. The company 

seems cold and callous, and it often ends 

up digging a deeper hole from which the 

company’s reputation must emerge.
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  If your significant other cheats on you 

and your best friend responds by say-

ing, “Well she has an MBA and a really 

nice house, and she’s only cheated on you 

once in four years,” how would you react? 

Facts could never trump the strength of 

that emotional connection. 

3.  Executives show a lack of commit-

ment. Several case studies in Reputa-

tion Rules show what happens when it 

appears that executives aren’t taking 

seriously the public’s concerns. Distrust 

runs rampant. In the midst of the rag-

ing debate on allowing passengers to 

use mobile phones in flight, for example, 

neither airline CEOs nor the top brass at 

the FCC have given customers reason to 

believe that they truly understand what 

it’s like to be a passenger on a commer-

cial airplane, subjected to listening to a 

plane full of people chattering on their 

phones. The Wall Street Journal recently 

published a letter to FCC Chairman Tom 

Wheeler in which passenger Paul Geddes 

writes, “Phones on planes is a terrible 

idea—you must fly on private planes or 

just first class in an enclosed pod. This is 

the dumbest idea ever!”

 

  On the flipside, each member of the 

top team at Harley Davidson lives and 

breathes with their consumers. Manage-

ment regularly travels to Harley Owner’s 

Group (HOG) events and aren’t consumed 

with traditional consumer research—

they’re immersed in, and experience, 

HOG culture day in and day out. They 

take the time to understand the world 

from the customer’s perspective, and 

they understand the role that their brand 

plays in their customers’ lives.
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and the following year it bought Kashi, a 

maker of nutritional cereals and other 

natural convenience foods. These ac-

quisitions gave Kellogg an immediate 

footprint in the health food market and 

provided new avenues to expand its 

brands and boost growth. Kellogg took 

a potential reputational threat, learned 

from it, and created a longer-term 

growth opportunity.

No doubt, many of the executives who  

were able to avoid these pitfalls had defined  

processes in place so that when a crisis  

hit, they were able to think about their com- 

pany’s response from the perspectives of 

multiple key constituents, act with empathy 

and sincere commitment, and learn from 

their mistakes. 
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4.  4. Executives fail to find and address 

the root cause of the reputational 

risk. As the healthy food movement 

gained momentum in the 1990s, break-

fast cereal makers woke up to sluggish 

sales in addition to intense competition 

and price wars. Kellogg Co., the Michi-

gan-based food company that had long 

dominated the cereal market, was known 

for little else and had suffered for it; 

gross profit margins slipped from 53.2% 

in 1996 to 51.5 in 1998.1

  While competitors attempted to deal 

with the issue by adding one or two new, 

more healthful offerings to their product 

lines, Kellogg CEO Carlos Gutierrez took 

a more strategic view. He recognized that 

the company needed to take advantage 

of the burgeoning market for vegetarian 

and health foods. In 1999, Kellogg bought 

Worthington Foods, a leading maker of 

meatless and egg-substitute products, 
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