Parting Shots

Nice is Not a Vice: How a CEOQ’s
Reputation Affects the Bottom Line

By Ann T. Gallagher

tion, you'll see that the “impersal CEO™

meadel of corpombe lendership has met
ils demise. A commandeening presence is
a0 MM powe the trend is towand persss-
sive collabomtion focused on ground -kevel
aperations,

[5 nice truly becoming the “new black™
for the C-suite set? 1t may be. But there's
nothing mew about CECS being gocd lead-
ers. The overwhelming maperity of them
are humane and open-minded; most have
actually schicved a better balance between
waonric and personal fife than the lower-kevel
execuinves anound them.

Bur in ihe kast seven wears—with so
many high-profile CEQs becoming en-
twined o scandals—busines leaders ane
under maore scrutiny than ever. And unfor-
tunately, the public perception is thot
CECis almost bave to be arvogant and pow-
er-hungry ta get 1o the fop

Al the same Lime, the reputation of a
campany s CEQ influences the reputation
and financial well-being of the company it-
sell. Accondang toea 2005 stixdy by interna-
tional advertising and research firm Bur-
som=Bdarsteller, 50 percent of a business’s
corporate reputation is Heked o the CEO
And Ermst & Young's 1997 “Meassures that
Matter” study found that b percend of the
awerags company's market valoe i3 based
on nonfinancial asseis, including repuia-
Han.

Ewen though “CEQ reputateon’ may
not appear on the halance sheet, its infe-
ence on myvestment, share prce, company
performance and talent retention is gresters
tham ever,

Nt follow the national news o see
b an unsavory reputation can lswve a
negative effect on a company’s bottom
lime. At Tvoo, for instabee, i the Gve vears
since CEC Dennis Koelowski was firss in-
dicted om 23 cmmmal charges including
gramd larceny, the stock prace has dropped
35 percent and the company has laid off
11 4000 ermplisses.

Similarly, Adelphia Communications'
CE® John Rigas and his son, CFO Timo-
thy Bligas, were arrestod an (and later cone
victed of] federal froud charpes in 2002,

]:I"_'.'uu rskd most any busimess publics-

) COLUMBUS C.E.O. JARUAAY EFoal

Aller news of ther arrest broke, Adel-
phia's alares, whech had hit an all-tme
high of 366 in 1999, were irading arourd
15 cends.

Playing Nice

U the ather hamd, a CECYS reputation alsoe
can improve 8 company's financial ou-
look, According to o study by Dmvid
Larcker, a lormer acoounting professor atl
the Wharten School of the University of
Pennsylvanin, each |0 percent positive
change i a CEOY% reputation resulls m
a 24 percent increase in the compamy’s
market capitalization.

According to a 2005
study by international
advertising and
research firm Burson-

Marsteller, 50 percent
of a business's
corporate reputation Is
linked to the CED,

When a CEOHS reputation is exemiplary,
says o Bursons=Marsteller report fitled
“CED Capital,” & whoppling 94 peroent of
the public woubd believe in s company fhai
15 urder pressure from (he media, 93 per-
cent would recomamend the company & a
goud alliance or merger partner, and 52
percent wonld mainiain confidence in the
coumparyy if the share prrice lags.

Clearly, for CEOs, being nice is nod a
v, This maxom applies as much e own-
ers of smaller, privacely held businesses as
1o well-knonwn heads of pablicly traded
miufinational companies, Because w0 may
decisions at every level hinge upan the per-
ception of a CEOs personality,

For instance, according ta “CEQ Capa-
tnl,” 95 percent of investors make deci-
slons based oo the reputation of the CED,
and it's just as imporiant a enterson for fi-
nancial msmiutions, kenders or venture
capital “angels " Uitless the fnanceals ane
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ahshutely irresistible, if funders percsive
that the CEQ is overhearing and obnox-
ious, they®ll pass and the comipany won't
gei the cash it needs.

The Trickle-Down

A CECYs reputation doesn't just affece
cabernal relatonships; o allecls  em.
ployees, too. Burson-Marstelles  repoets
that 58 percent of employees will recom-
mend therr company as o good ploce o
wark if the CEO'S repuatation is goosd.

Compamies thai aftract bap talent
through sord-of-meuth are naturally posi-
tioped t0 oulperform competitess with
lesser tlemt pools, and lower tumover
means lower recruiting and trming costs,
better morale and higher performance lev-
el As a result, main@ining an excellent
reputation should be a CEOS nesponsibili-
ty b everyone with a stke in the COMIpany,

Being sell-aware doesn’l mean being
an egodist, thowgh, Some CEOs worry that
suwch miense self-focus is o sign of concedt
Bat with so much ridemg on the CEOVs rep-
utation, o not cabiivate it would be comeein.

To build and protect their repuintions,
CEOs peed 1o develop a positioning strabe-
gy with directives for clear, frequent and
sincere oommunicaion, hoth  miermally
and extermally, and a strong. meandagiiul
corporate citizenship program that puds
them in the public eye.

Remember, the mone approachable and
bemaan CFEOs are——and appear—the hetter
thzir reputation wall be. Thus, even mim-
verts mast keam to go the exira mile, being
care ful 1o stay true 1o themselbves as well,

A CEO% reputation shoabd Gl as well
and & comfortably as a custom-tailored
garment. Mice may be the *new black,” hat
it will mever go out of soyle. &
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