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When problems began to emerge
with some of its aircraft engines,
Rolls-Royce faced a potentially
damaging reputation issue. There
are good reasons why this does not
appear to have materialised

By Nir Kossovsky

Rolls-Royce

Trent 900 engine
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Risk and reputation management

Sources of risk

Table 1. There are six key business processes (intellectual properties) that create,
preserve or restore reputation value

Create an ethical work Ethics are the moral principles by which a company operates;     
environment integrity is the act of adhering to those moral principles. Ethics    

are an integral part of governance that combine with integrity to  
affect the reputation value of all other intangible assets.               
Additionally, ethics are the keystone intangible asset because     
they form the basis for trust and confidence.

Drive innovation Innovation is the design, invention, development and/or               
implementation of new or altered products, services, processes, 
systems, organisational structures or business models for the     
purpose of creating new value for customers, and financial          
returns for the firm.

Assure quality Quality is:
• The extent to which a product is free from defects or              

deficiencies.
• The extent to which a service meets or exceeds the               

expectations of customers or clients.
• The extent to which products and services conform to           

measurable and verifiable criteria.

Uphold safety Safety is the state of being certain that a set of conditions will     
not accidentally cause adverse effects on the wellbeing of           
people or the environment.

Promote sustainability Sustainability means making, using, offering for sale or selling     
products and services that meet the needs of the present            
without compromising the ability of future generations to meet    
their own needs.

Provide security Security is the degree of protection a company offers against      
events undertaken by actors intentionally, criminally or                 
maliciously, for purposes that adversely affect the firm. Because 
fear is the great disruptor of life and commerce, it is useful to      
think of security, the most ethereal of the intangible assets, as     
“absence of fear”.

Data source: Mission: Intangible. Managing risk and reputation to create enterprise value (IAFS, 2010).
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Figure 1. Steel City Re Corporate Reputation Index ranking over the trailing 12 months,
with overlays comprising the corresponding return on equities for Rolls-Royce, the
median of the 14-member aerospace and defence sector and the S&P500 Composite
Index. In this image, the significant finding is the narrowing of return on equity spread
between Rolls-Royce and its peers since the events of 4th and 5th November
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Figure 2. Rise in the exponentially weighted moving average Steel City Re Corporate
Reputation Index volatility for Rolls-Royce over the trailing six months superimposed
on the trailing six months of the Index proper. Arrow marks the close of trading on 
4th November.
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Risk management process

Financial Times

Financial Times

Risk management systems and protocols

Figure 3. Derivative parameters of the Steel City Re Corporate Reputation Index, trailing
12-week vector and velocity, highlighting the negative trends in Rolls-Royce’s metrics
since 4th November.
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Financial Times

Programme risk

Figure 4. Google Trends plot illustrating the enormous spike in web searches for the
esoteric term, “Trent 900” relative to searches for “Rolls-Royce” (top chart) and the
corresponding spike in news volume. Note the absence of a spike for “Rolls-Royce” 
in the chart for news volume (bottom).
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Crisis management systems

Financial Times

Trent 900 explosion and aftermath
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By the numbers

Action plan
• Superior reputation management is a

complex and robust enterprise-wide
process that offers a range of benefits.

• The implications of the loss of
reputation include the risk of
impairment of the carrying value of a
company’s intangible assets and the
impact of potential litigation.

• The goal of risk management is to
increase, protect and restore the 
assets upon which a company’s
continuing reputation, viability and
profitability are built.

A
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Auntie knows best

Histories of Social
Media

Nir Kossovsky is chief executive 
of Steel City Re
nkossovsky@steelcityre.com

This series is inspired by the book, Mission:
Intangible®, Managing risk and reputation to
create enterprise value, published by the
Intangible Asset Finance Society (IAFS). 
Visit the IAFS and its blog, Mission:
Intangible, at www.iafinance.org

On 6th January, Bloomberg News 
published the following:

British Airways signed the A380 contract,
first flagged in 2007, after Chief Executive
Officer Willie Walsh affirmed his ‘absolute
confidence’ in the Trent 900… The deal took
years to seal because of talks over through-
life servicing, a BA spokesman said,
declining to reveal if the carrier got a
discount on the order’s list price of $5
billion, including seven A380s and 18 787
Dreamliners it has options to buy.

Rolls-Royce, the world’s largest engine
maker after General Electric Co., is pleased
that one of its biggest airline clients
continues to ‘trust’ in its products, CEO
John Rose said.

Steel City Re’s data show that the
median cost of a reputational event is 7% 
of market capitalisation. Given the intangible
asset value to Rolls-Royce of the purchase
by BA, and the implications for reputation
restoration, Rolls-Royce no doubt took a
material haircut on the package.

Taking a haircut to restore reputation


