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CEOS (not) Speaking o

Pitfalls and imperatives

When should a CEO speak out on controversial issues, if at all? And what role
should the board play in establishing parameters for the CEO as the voice of the
company? These questions are front and center in the boardroom as
employees, customers, and investors sharpen their scrutiny of a company'’s
public positions—or silence—on high-profile issues, from climate change to

diversity, equity, and inclusion.

"Speaking out or staying silent is a decision
each company and its leadership need to make
in the context of the business and its
stakeholders,” KPMG LLP Chairman and CEO
Paul Knopp said during the March 24, 2022,
KPMG Board Leadership Center (BLC) Quarterly
Webcast. “Is the issue relevant to the company
and its strategy? Is there alignment with the
company’s culture and values and purpose?
How wiill it resonate with stakeholders? And
what are the implications of staying silent?”

Moderator and BLC Senior Advisor Claudia
Allen highlighted that the most compelling
reason for CEOs to speak out on social or
political issues is alignment with the company’s
mission and values, according to 39 percent of
self-identified corporate directors surveyed for
the webcast. An additional 20 percent cited
stakeholder expectations, including those of
customers, employees, and shareholders, while
18 percent said that CEOs should rarely, if ever,
speak out on social or political issues. “There
will be inevitable criticism, whether a CEO
speaks out or not,” said Allen, noting that these
issues ultimately affect a company’s reputation,
particularly with employees and customers.
“Reputation is a bottom-line issue.”
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Great expectations

According to global survey data from the
Edelman Trust Barometer, customers,
employees, and investors are all making more
values-based decisions. "Consumers are
expecting companies to take positions and fulfill
the values that they're looking for,” said Lex
Suvanto, managing partner and chief executive
officer of Edelman Financial Communications.
“And it's not just about CEOs and whether they
should speak out on issues. This is about global
stakeholders trusting business more than they
trust government, more than they trust media,
even more than they trust non-profit
organizations.”

Suvanto said that CEOs need to recognize that
if they speak out, they must do so with
“integrity” and “organizational readiness.” This
means being prepared for criticism, doing
rigorous research to make sure that the
company “doesn’t have any inconsistent
statements, actions, or policies at play, “and
being able “to revisit the decision and continue
to evolve [their] thinking,” said Suvanto.
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https://www.edelman.com/trust/trust-barometer
https://www.edelman.com/trust/2021-trust-barometer/investor-trust

Corporate director Sara Mathew places CEOs
speaking out in the context of stakeholder
capitalism. “The simplest way to make the
decision [on speech] is to be purpose driven
and values led,” said Mathew. "It's a different
kind of corporate leader, | believe, than we had
in the past.” Moreover, said Mathew, speaking
up is now “table stakes if you want to be a
CEQ.”

“The CEOQO is the company spokesperson. If the
CEO is not capable of doing this right, then go
back to your responsibility [as a board] and get a
better CEOQ,"” said Mathew. “| worry that
elaborate rules and frameworks [for when the
CEO should speak out] essentially muddy the
water ... Just keep the lines of communication
open.”

Values and value

Leo Strine, Jr., of counsel at law firm Wachtell,
Lipton, Rosen & Katz, said that companies that
are mindful of being good corporate citizens
"“are going to reduce their target zone" for
potential criticism. “Before you speak out,
make sure that you actually walk the walk. Do
we seek to make money without externalizing
our cost of business to our workers, our
consumers, and to the environment?” And he
urged examining whether any lobbying
activities or political contributions send a
contradictory message.

“There’s a way of thinking about this that is
much more aligned to the purpose of a
business,” said Strine. Framing CEO speech in
terms of “what it means to be a good corporate
citizen puts the board and the CEO in a less
difficult position” when the company faces a
decision of whether to speak out, and what to
say, said Strine.
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Mathew, noted that expectations regarding
CEO oversight of lobbying and political
expenditures have changed. “As a CEQO, | did
not know where every dollar went,"” said
Mathew, adding that management of these
expenditures “was delegated deep in the
organization.” “| would encourage [boards] to
actually pull that up to get a better idea of the
spending ... which is not something that every
board sees,” she added.

“Values are sacrosanct, foundational, and cut
across the entire employee base,” said
Mathew. But being mindful of social and
political issues doesn’t mean that the company
or the board should lose focus on total
shareholder return. “It's not an either/or. It's
the power of and,” said Mathew. “This requires
deeper thinking and you have to do both.”

Impact

Nearly 6 in 10 of the directors surveyed said
they think corporate/CEQ public statements and
positions over the past two years have made a
positive impact. But Edelman’s Suvanto warns
that companies “aren’t going to have a 100
percent hit rate and say things perfectly every
time.”

Mathew closed out the webcast with three
thoughts for boards. 1) Don’t start
communication that you don't [plan to]
continue. 2) Don't overlook how much the
company can do. 3) Focus on people first, not
just the facts, because “the soft stuff is actually
the hard stuff.”
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Webcast survey results

In your view, what is the most compelling reason—if any—for CEOs to speak out on high-profile
social or political issues?

Stakeholder expectations
(customers, employees,
investors)

Alignment of the issue with
company’s mission and values

CEOs should rarely, if ever, Company’s responsibility to

18% speak out on social or political .
. society
issues
Company's brand reputation Other

generally

Of 353 self-identified corporate directors who registered for the March 24, 2022, KPMG BLC Quarterly Webcast.
In your view, what has been the collective impact of the public statements/positions taken by

CEOs and companies across corporate America over the past two years?

Significant positive impact Moderate positive impact

No discernible impact Negative impact

Unclear

Of 349 self-identified corporate directors who registered for the March 24, 2022, KPMG BLC Quarterly Webcast.
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The views and opinions expressed herein are those of the speakers and
do not necessarily represent the views and opinions of KPMG LLP.

About the KPMG Board Leadership Center

The KPMG Board Leadership Center (BLC) champions outstanding governance to help drive long-term
corporate value and enhance investor confidence. Through an array of programs and perspectives—
including the KPMG Audit Committee Institute, the WomenCorporateDirectors Foundation, and more—
the BLC engages with directors and business leaders to help articulate their challenges and promote
continuous improvement of public- and private-company governance. Drawing on insights from KPMG
professionals and governance experts worldwide, the BLC delivers practical thought leadership—on risk
and strategy, talent and technology, globalization and compliance, financial reporting and audit quality, and
more—all through a board lens. Learn more at kpmg.com/us/blc.

Lontactus

kpmg.com/us/blc
T: 1-800-808-5764
E: us-kpmgmktblc@kpmg.com

Some or all of the services described herein may not be
permissible for KPMG audit clients and their affiliates or
related entities.

The information contained herein is of a general nature and is not intended to address the circumstances of
any particular individual or entity. Although we endeavor to provide accurate and timely information, there can
be no guarantee that such information is accurate as of the date it is received or that it will continue to be

accurate in the future. No one should act upon such information without appropriate professional advice after
O. a thorough examination of the particular situation.
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