THE TRUST ISSUE, VOLUME 2

STEPHEN HAHN-GRIFFITHS
of the Reputation Institute
on the ROI of trust
THE COST OF MISTRUST
Navigating the reputational,
regulatory, financial
and strategic risks of a
business decision

THE
TRUST
ISSUE

FOUR WAYS to build trust
through transparency

HOW A CRISIS IN TRUST IS INCREASING THE DEMAND
FOR TRANSPARENT BUSINESS PRACTICES

THE TRUST CRISIS
BAD REP:
WHY A COMPANY’S
REPUTATION MATTERS

The world is facing a crisis of trust,
and businesses are not immune to the
trend. Just look at the statistics—only 43
percent of 33,000 survey respondents
polled by the Edelman Trust Barometer
said they trust what they hear from
businesses.1 This presents CEOs with an
unprecedented challenge. But, it is one
they can overcome. Trust us.

THE TREND TOWARDS TRUST

“TRUST IS A PRAGMATIC,
TANGIBLE, ACTIONABLE
ASSET THAT YOU CAN
CREATE.” – STEPHEN M.R. COVEY

The real challenge for businesses is that at the same time as they
are losing trust, trust is becoming more important than ever to their
success. According to the Edelman Trust Barometer, 63 percent of
those surveyed agreed with the statement, “A good reputation may get
me to try a product—but unless I come to trust the company behind
the product I will soon stop buying it, regardless of its reputation.”2
This is also reflected by data collected by the Reputation Institute,
which monitors the level of trust in businesses and finds that the most
trusted companies also happen to be the most successful. “We are
seeing the dawn of the reputation economy,” Stephen Hahn-Griffiths,
executive partner and chief research officer at the Reputation Institute
shares in an exclusive interview with LexisNexis. “Reputation is now the
currency on which everything else will depend.”
Growing numbers of investors and customers only want to invest
in or buy from companies who meet their high ethical standards.
Ethical investment funds are springing up, and they are performing
well. In fact, an index investing only in companies who back the
United Nations’ Sustainable Development Goals outperformed all
other major funds in 2017. These principles are held most strongly
by young people, who are less willing than their parents to work for
or buy from a company they do not trust. We should expect trust to
become even more important to companies in future. It is a simple
matter of demographics.

TRANSPARENCY: THE
KEY TO TRUST
Why have companies developed
a reputation for being untrustworthy? Many factors affect a
company’s reputation. Some are
out of their control—we are less
likely to trust companies in a sector
or a jurisdiction with a higher risk
of bribery and corruption, who
are covered negatively by the
media, or who have a history of
legal problems or attention from
regulators.
But a company can do a lot to
improve its reputation for being
trustworthy. It can make sure its
supply chains are sustainable by
doing proper due diligence and
on-site checks for higher risk
suppliers. Its leaders can adopt
a tone and a culture which is
based on sustainability and ethics.
It can treat its staff fairly. It can
improve its environmental record.
Most importantly of all, we trust
companies who are transparent.
The Edelman Trust Barometer
found that nearly half of those
surveyed did not trust companies
because of a perceived lack of
transparency and dishonesty in
their business dealings.3 These
results show that the solution
to the trust problem is, well,
transparent.

WHY DOES
TRUST MATTER?

“MORE AND MORE WE ARE
SEEING THAT REPUTATION
MOVES MARKETS.”
– STEPHEN HAHN-GRIFFITHS

1.
ATTRACTS
CUSTOMERS
AND INVESTORS

2.
HELPS WITH
RECRUITMENT AND
RETENTION

3.
ENCOURAGES A
MOTIVATED, PROUD,
UNITED WORKFORCE

WHO DO WE TRUST?

4.
IMPROVES
RELATIONSHIPS WITH
THIRD PARTIES

5.
REDUCES RISK
OF SCANDAL DUE TO
CORRUPTION OR
PERSONAL MISCONDUCT

6.
IMPROVES THE
BOTTOM LINE

The Reputation Institute carries out the
biggest global survey to find the companies
which have the best reputation for good
ethical practice and corporate social
responsibility among customers, investors
and regulators. In 2018, it found the most
reputable firms were:

79

The Walt Disney
Company 77.4/100

Canon 77.4/100

76

Google 77.7/100

There is increasing evidence that ethical behavior improves companies’ revenues.4
Last year, an investment fund of 300 firms who had made a commitment to support
the United Nations’ Sustainable Development Goals gave a return of 27.63 percent. This
outperformed all other major indexes—Dow Jones returned 24.39 percent and Standard &
Poor’s returned 19.42 percent.5 “These results highlight that responsible, socially conscious
business is also profitable business, providing unique opportunities for investors to move
away from negative screening to SDG impact investment,” says Roland Schatz, the CEO of
the UN Global Sustainability Index Institute and founder of the index.6

Lego 77.9/100

TRUST PAYS

77

Rolex 79.3/100

78

FOCUS ON LEGO
LEGO is the second most trusted company in the world,
according to the Reputation Institute. Its secret to
developing this reputation does not involve any magic
trick or quick fix. The company has made a long-term
commitment to corporate social responsibility (CSR). Its
CSR programs align well with the target audience for its
products—it has invested heavily in educational outreach
and child development. “LEGO does not just pay lip service
to CSR but it builds programs the support the premise of
learning through play,” says Stephen Hahn-Griffiths. The
result is that many people now see LEGO as a force for
good in young people’s lives.
And LEGO is not resting on its laurels. In March, it announced
that it would start selling pieces made from sustainable
plant-based plastic. Unsurprisingly, LEGO’s position in the
Reputation Institute ranking rose from 6th in 2016 to the
top five in 2017 and 2018. The company is making the
implementation of an ethical, trustworthy business model
look like child’s play.

WHEN A CRISIS STRIKES

THE COSTS OF MISTRUST: A CASE STUDY
The recent history of Volkswagen Group shows that reputational
damage hurts a company on many fronts. In September 2015,
the U.S. Environmental Protection Agency (EPA) discovered the
company had installed software in some of its diesel cars that could
detect when they were being tested for emissions and change its
performance to improve results.7 It later admitted that the ‘cheat
device’ was installed in 11 million cars worldwide, including eight
million in Europe.
When the news broke, Volkswagen suffered serious and immediate
negative effects. The following business day, its stock plummeted
by 20 percent. The next day, it fell by another 17 percent. The day
after that, its CEO resigned. Last year it paid $4.3 billion in penalties
to the US authorities.8 But it had already lost significantly more than
that in legal fees, the cost of making amendments to its cars, and
falling share price. It also led to a loss of trust among consumers. An
AutoList survey of U.S. vehicle owners found that people’s willingness
to buy a VW had reduced by 28%, and 25% rated the scandal as equal
to or more severe than the BP oil spill.9
Nearly three years on, the company is still feeling the effects. “It is
now much harder to sell Volkswagen,” says Stephen Hahn-Griffiths.
“It makes it harder to attract investment and to attract the best
talent in the world.” Volkswagen has learned that trust is hard to gain
and easy to lose. As Kevin Plank, founder of clothing retailer Under
Armour, puts it: “Brands are all about trust. That trust is built in drops
and lost in buckets.”10
Volkswagen has survived, but not all scandal-hit companies do.
In March 2018, the Panama-based law firm Mossack Fonseca
announced that it was closing. Even though it had not received
fines over its role in the Panama Papers, the firm admitted that its
association with the scandal had caused it “irreversible damages.”11

Reputational crises can happen
to any company, however good
its compliance procedures “It is
how a company responds to a
transgression that determines the
depth and length of hurt it causes,”
says Stephen Hahn-Griffiths. In fact,
he says a company’s response is
now more important to their longterm reputation than the details of
the scandal itself.
So how should a company respond
to an emerging crisis? The key
is transparency. “Often when a
reputational crisis hits, a company
goes into opacity mode or denial
mode,” says Mr. Hahn-Griffiths.
“Companies must be transparent,
accept responsibility for what
happened, and then lay out
their plans for how to resolve the
issue and make sure it does not
happen again.”

A TURNAROUND STORY
The Brazilian construction firm
Odebrecht has suffered a serious
loss of trust in recent years. It has
been at the center of what the
U.S. Department of Justice called
“the largest foreign bribery case
in history,” after paying hundreds
of million dollars in bribes to
secure contracts from Politically
Exposed Persons in Brazil.12 Since
2014, the company has agreed to
pay $3.5 billion to the U.S., Brazil
and Switzerland; lost a third of
its employees; and reduced its
revenue by a third. How could it
possibly hope to regain the trust
of customers, investors, regulators
and third parties?

Its strategy has been to adopt
an approach of transparency. An
advisory council of independent
experts was set up to help support
cultural changes within the
company, and the Associated
Press were invited to observe its

“SUCCESS IS MORE
PERMANENT WHEN
YOU ACHIEVE IT
WITHOUT
DESTROYING YOUR
PRINCIPLES.”
– WALTER CRONKITE
new training program. It has also
cooperated with investigations into
misconduct and agreed to allow
independent monitoring teams
from the U.S. and Brazil to inspect
the company.
There is still a long way to go,
but it seems the strategy is
working. Otavio Yazek, the head
of the Brazilian group monitoring
Odebrecht, said recently: “They are
committed to change. Odebrecht
for us has become a kind of north
pole for everybody who works in
compliance.”13 This new approach
has helped to arrest the decline in
revenue—while it plummeted from
$38.9 billion gross revenue in 2015
to $25.7 billion in 2016, it stabilized
last year at $25.6 billion.

FOUR WAYS TO START
BUILDING TRUST

1

Set the right tone
from the top

“Our data shows that reputation
is as much about the CEO as the
company,” says Stephen HahnGriffiths. “The CEO is the lightning
rod for how a company is viewed
and needs to take a stand on things
that matter.”
If a CEO takes an ethical stand, it
inspires the confidence of investors,
customers and third parties, it
encourages talented people to
apply to work there, and it makes
existing employee feel comfortable
to report suspicions of corruption
and wrongdoing.

We are now at a moment where
CEOs have a real opportunity to
build trust in their companies. 64
percent of those surveyed in the
Edelman Trust Barometer said they
expect CEOs to take the lead on
change, rather than wait for it to be
imposed on them by regulators.14
And it’s not just Millennials
that have high expectations for
corporate leaders—74 percent of
respondents ages 35-54 and 76
percent ages 55 and older expect
CEOs to be “personally visible” in
showing how their organizations
benefit society.15 This change

is beginning to happen—the
credibility of CEOs in the latest
Barometer rose by 7 percent
compared to last year.16

2

Build a CSR strategy
around your values

Every company talks about CSR,
but customers and investors can
see through those who are only
paying lip service. To be trusted,
a company has to be genuinely
committed to achieving positive
outcomes for society. CEOs should
think about the full range of
impacts of their company: What
is their product, who is their
target audience, and what is their
impact on the environment around
them? Then they should work out
how they can achieve positive
change in that area.

Ideas on what areas to focus on
can be found in the UN’s SDGs,
a list of 17 ambitious targets
which include ending poverty and
hunger, reducing gender equality,
and tackling climate change.17
Since the SDGs were introduced
in September 2015, thousands
of companies have committed to
supporting them. Unilever is one
major company to align all of its
brands with the SDGs.18
“Multinationals are coming to us
and saying, ‘Okay we get it. We
need to be better at this. How

CASE IN POINT
LEGO’s executive chairman Jørgen Knudstorp and Microsoft’s CEO
Satya Nadella have helped their firms by publicly committing to CSR
and speaking out on critical issues that affect society, according to
Stephen Hahn-Griffiths. “They are examples of different kinds of
CEOs who are willing to take a stand on big issues and support best
ethical practice,” he says. “This has helped their companies to make
a buck or two along the way.”

can you help us and connect
us with others who are doing
the same stuff?’” says Michael
Moller, the Director-General of the
United Nations Office in Geneva.
“Businesses are more and more
realizing that they have to be
sustainable.”
Companies should also look to
embed programs which promote
good environmental, social and
corporate governance. Third
parties, customers and investors
expect this from companies. It is
also the right thing to do.

3

environmental, social, and ethical
performance across their global
networks of partners, suppliers and
other third parties.
Blockchain technology is helping
to increase transparency in supply
chains. It is being used effectively in
the seafood industry in Southeast
Asia, where human trafficking and
forced labor are common.19 After
a fish is caught, it can be digitally
tagged and tracked as it passes
through the supply chain until it

arrives on consumers’ plates. At
each stage of the chain, the people
involved will have their own data
identifiers which can be monitored
by regulatory agencies so that
employers are held accountable for
any wrongdoing.
Then there is regulatory technology,
or RegTech, which has improved
transparency in the financial
industry by helping companies to
ensure they are compliant with the
ever-expanding anti-bribery and
corruption (ABC) and anti-money
laundering (AML) regulations.
One company, Sybenetics, uses
behavioral analytics software to
monitor individuals in financial
institutions, enabling banks, hedge
funds and exchanges to detect
when one of their employees might
be involved in suspicious activity.20

Harness
technology

Technology has contributed to
the current crisis of trust—the
recent stories around Facebook
and Cambridge Analytica has only
increased fears that tech firms are
harvesting and selling individual
data. But technology is also an
important weapon in a company’s
armory against reputational risks.
It lets a company mine massive
amounts of data and pull out
relevant information about risks
extremely quickly. This is much
faster and cheaper than if this
task was being done manually.
It also allows the company to
automate ongoing monitoring key
sources to proactively assess the

“WHOEVER IS CARELESS
WITH THE TRUTH IN
SMALL MATTERS
CANNOT BE TRUSTED
WITH IMPORTANT
MATTERS”
- ALBERT EINSTEIN

4

Implement a culture
of transparency

A culture of transparency should
be implemented in every part of
a business, not just in the areas
which make the most money, or
which appear to be exposed to
greater risk. It should be extended
to existing third parties, and made
part of contracts with new ones.
Staff should receive regular training,
and ethical checks should be part
of the recruitment process for
new hires.
Companies should carry out a risk
assessment to understand the
risks facing their business, and
revise this assessment regularly.
Technology can help here, too.
For example, the risk of bribery
and corruption can be mitigated
by using software programs which
screen thousands of names of
third parties against negative news
coverage, and sanctions, watchlists
and PEPs, as well as financial health
data. Automated risk assessment
technology enables significant cost
savings for companies—by allowing
more efficient use of staff resources
while more effectively mitigating
exposure to regulatory risk and
potential fines.

ACHIEVING TRUST THROUGH
TRANSPARENCY
Implementing a culture of trust will not
happen overnight. “Companies must do more
than just tell us they can be trusted,” says
Stephen Hahn-Griffiths. “Trust is something
you earn over time, through every interaction
and experience people have with the
company, inch by inch.”
Stephen’s line calls to mind Al Pacino’s famous speech from
the film Any Given Sunday. The American football coach tells
his players they can only win if they fight to improve “inch
by inch.” Before sending his players out to the field, Pacino
pauses, looks them in the eye, then asks them:

“SO, WHAT
ARE YOU
GOING
TO DO?”
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