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Nina Sun is one of China’s top crisis management consultants. Her
knowledge of this important new field is without equal, and is based on long
experience with high-level, fast-moving corporate leaders. Nobody else in
China could have written these books——its insights are a sure roadmap to
business success.
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PREFACE

INSIGHTS INTO BRAND CRISES
The What, Why, and How of Recognizing and Addressing Brand Crises

Tylenol. Perrier. Intel Pentium. Exxon ( Valdez). Union Carbide
(Bhopal). The U. S. Catholic Church. Martha Stewart OmniMedia. Arthur
Andersen. These and numerous other corporate and nonprofit organizations
outside of China have been confronted with serious brand crises. They faced
threats from deterioration in consumer and business customer approval and from
decline in public trust.

These threats arose from a wide variety of causes. Some were sudden, such
as when seven people died in a single day from tainted Tylenol capsules, when
traces of benzene were found in bottles of Perrier, and when an explosion in a
Union Carbide facility in India killed many hundreds of people. Others were
the result of problems that festered over longer periods, such as the priest sex
abuse scandal affecting many Catholic archdioceses in the U.S., the accounting
scandal that eventually ruined the once-respectable accounting firm Arthur
Andersen, or the bribery scandal over selection of sites that tarnished the
reputation of the International Olympic Committee.

In this rather brief treatment, I shall offer an anatomy of the kinds of
reasons brands can be in reputational crisis, how to know that the situation is
serious, and what steps companies can try to take to prevent or if necessary to

overcome such crises.

Categorizing Causes of Crises
Crises can come in many forms and from many different publics

(stakeholder groups). Some principal causes:
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€ Product failure—Tylenol, Perrier, Firestone (tires implicated as the
cause of many deaths in car accidents), the Chernobyl nuclear plant disaster

€ Social responsibility gap — Nike (non-U. S. labor and working
conditions)

€ Corporate misbehavior— Arthur Andersen, Enron, Exxon (oil spill in
Alaska)

€ Executive misbehavior — Martha Stewart, Dennis Kozlowski (Tyco)

€ Poor business results— Polaroid, K-Mart (giant retailer), many others

€ Spokesperson misbehavior — Kobe Bryant (star NBA athlete and
endorser of brands)

€ Death of symbol of company— Wendy’s (fast food chain) founder and
TV spokesperson Dave Thomas

€@ Loss of public support — Louis XVI of France ( guillotined and
monarchy fell), Edward VI of England (forced to abdicate the British throne)

Seriousness of Situation

What made some of these crises life-threatening to the organization
involved was that they affected what I term “the essence of the brand.” When
this occurs a company’s marketplace position and its brand meaning are
seriously challenged. If the essence of the brand is not central to the situation,
the problem is more likely to be overcome.

Examples:

® Trust and faith are the essence of the Catholic Church (or most
religions). If the adherents (and the broader public) believe that the essence
has been impaired, trouble results. This affects attendance at services, fund-
raising, and the credibility of the Church’s positions on public issues.

e Integrity is the essence of any accounting firm. In my view, Andersen’s



senior management overlooked the centrality of the “CPA” (Certified Public
Accountant) certification to its client relationships, and was willing to have the
firm behave inappropriately (and illegally).

e Efficacy is the essence of any medicinal product such as Tylenol. The
swift and corporately courageous actions of top management at Johnson and
Johnson, inspired by their guiding corporate principles (“the Credo”), to
withdraw all Tylenol from the market was assuring to the public, although
market share sank to 0%. When the public quickly came to.believe that the
cause of the poisoned pills was external to the company, the opportunity existed
to rebuild the brand (including industry-wide tamper-resistant packaging). It
regained most of its market share within a year.

e Integrity of athletic competition is the essence of a sport’s brand for
the public. The current challenge to the Tour de France by bicyclists’ alleged
drug use could harm fan interest, marketing support, and television viewing
(and rights fees). For the IOC, the bid-city bribery scandals did not affect
athletic competition, but adversely affected key business-to-business partners
(official worldwide sponsors) who paid tens of millions of dollars to associate
their brands with “the five rings.” This brand equity issue led to pressure on the
I0C to implement organizational and procedural changes.

e Accuracy was a major part of the essence of the Intel Pentium chip. When
flawed calculations occurred in certain uses (infrequent but important to a highly
professional market segment), the company failed to take prompt action, and
portrayed what I interpreted to be an attitude of “if we think you (the user) have a
problem, we’ll let you know.” Through internet communication, the affected users
became a community whose voices eventually forced the company to reveal the
problem to the public and (grudgingly, in my opinion) to rectify it for those

who wanted remedy. Fortunately for Intel, its strong R&D continued to develop
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improved products and it recovered from the crisis.

Some instances of highly-publicized problems have not been ones that
seriously harmed the organization, because the essence of the brand was not the
focus. One example is Harvard University. For generations, it has had a motto
and logo of “Veritas” (truth). Aithough only a careful study of the views of
relevant publics—notably alumni, faculty, and the communities where Harvard
is situated — would confirm (or not) that Veritas is at the heart of “Brand
Harvard,” logic points to it. What could harm the substance and style of
“Veritas”? Harvard has suffered from revelations of questionable real estate
acquisition practices, and experienced a widely-reported situation where its
president lost the confidence of the University’s core ( Arts and Sciences)
faculty and resigned. But neither in my opinion impacted the essence of the
brand, even though community relations and some alumni giving were
negatively affected. What would affect brand essence would be events such as
massive falsification of faculty scientific research data (especially on matters
touching public policy ), or bribes for faculty appointments or for pre-

determined research findings. These were not the case.
Role of Communication

Many experts consider effective communications to be the key to
overcoming crises. Certainly communications can play an important role.
However, despite my own career-long involvement in communications, I
believe that the substance of a company’s response is the most significant element of
a crisis situation. Further, I think an organization’s credibility—based on corporate
behavior and the performance of its products and services—is at the center of
protecting a company from the many unanticipated reputational problems it

may confront, especially those not impacting on brand essence.



Without a platform of evidence-based substantive support, communications
by themselves cannot leap the tall buildings of reputational trouble. With such
support communications can be effective. Together they build trust for an
organization. Consider a university with an image of an institution with a little
meaningful research, despite a number of actual potentially significant projects
and faculty publications. A communications-based program of managed
visibility may help — including press releases on meaningful publications,
interviews with productive faculty, and substantive research‘ conferences
directed to relevant academic audiences. These signal (but do not and should

not say) “we are important to knowledge in this field.”

Actions in Reputational Crisis

What can and should companies do when threatened by reputational crises?
Where does communications fit in?

My principal recommendation relates to situations of “bad news about the
company and the news is really true.”

In the face of crisis, especially when it is rooted in a problem that is or will
become visible, I think an organization should admit the truth, even if embarrassing.
Also, forthrightly address the problem, even if it involves changing corporate
behavior. These are the best (but still bumpy) roads to possible brand rehabilitation
or rescue. Communications alone cannot do the job.

Lessons Learned

From my experiences and study of many crisis situations, let me offer four
lessons in very abbreviated form:

1. Understand your identity as others see you — not what you say you are
or want to be. The latter are important, but perceptions are central. Know

your brand’s meaning to key stakeholders, and what could threaten its core.
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And monitor public approval and support of the company under different
scenarios of trouble—e. g., a strike, an environmental problem, etc. In short,
understand your brand’s essence and what could seriously threaten it.

2. Potential reputational problems are legion. They come in many forms,
and from many publics [stakeholders]. But not all affect the essence of the
brand.

3. In the event of brand reputational crisis, focus on forthrightness in
communications, and on truly substantive credible responses in behavior. These
are the most likely avenues to rescue a brand in crisis. They may restore trust,
although that is not guaranteed. The most important actions in a reputational
crisis, however, can be the ones taken over time to build a “reputational
reservoir,” a strong foundation, for the corporate reputation. In some crises, a
company can draw down from that reservoir.

4. Remember that at the end of the day, the CEO is the ultimate guardian
of the corporation’s reputation.

* Kk %

Companies may differ in structure and ownership in different parts of the
world. Consumers may have different levels of financial ability that affect
wanting to buy particular products, and different personal interests in wanting
to own them. However, the spread of multinational firms as well as the growth
of indigenous firms are bringing more choices to consumers. And consumers are
recognizing variations in quality and in consistency of performance of available
products and services.

We have seen in experiences from the former Soviet-dominated economies
that consumers come to want the same kind of reliable products and services
they have learned about in the ever-enlarging media and entertainment space.

The business-to-business customer marketplace, more global in character than



the consumer marketplace, has learned this faster.

The time is here for companies, nonprofit organizations, and even government
entities to realize that reliable products and services from trustworthy providers is
becoming a consumer and customer expectation, not just a desire. This in turn poses a
challenge to all organizations to address crises in a more responsible manner.

My hope is that this book, and my comments here, help facilitate progress
toward the goal of more responsible— and sensible— behavior in the marketplaces all

of us inhabit.

Stephen A. Greyser
Richard P. Chapman Professor
(Marketing/ Communications) , Emeritus
Harvard Business School

December 2006
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