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Crisis Communication Case Analysis: Wells Fargo Scandal

In today’s global market, it is common to hear or read about organizational crisis cases in
diverse industries including banking and finance, transport, social media, communications, and
computer technology amongst others. Ulmer et al. (2017) posits that an organizational crisis is “a
specific, unexpected, and non-routine event or series of events that create high levels of uncertainty
and simultaneously present an organization with both opportunities for and threats to its high-
priority goals.” It is crucial for every organization to develop an effective crisis management and
communication strategy to gain customer credibility and trust for successful business operations.

Wells Fargo, a multinational bank with its headquarters in San Francisco, California faced a crisis
in September 2016 javolving costion of fike sccounts by Wells Fargo siaif Acconding o s
axticle published in The Now York Times, the fike account scandal and filsified sigastares wes &
seuk of overwhelkning presssres fior the reinll amployess to mest sies goak (Cowlay, 2017). The
acticle sovealed thet the amployess opsned more fhan two million ke sccownis without the
Inowisdge of the castomars. In September 2016, the Comsumer Financlal Protection Buress
(CFCEH) asncunced thet Walls Fargo was fo pay $100 saillion fine for “widespraad Hlagal practice
of secxetly opsning wasnthorieed deposkt and credit cand accounts alnce 2011." Wik the plethors
of the cciels, the bank ficed ariticlems fom the media, politiciens, the public, lwmakem, and
frmer amployess. The harsh aritics lnd to questioning and congrassional hearing of the then CHO-
Joka Stumpf, who wes oventmally froed to resiga (Cowley,2016).
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The scandal affbcted mot caly the crganimtion but albo fhe employess, customars,
fmvestors, and soversl siaksholders who depanded on fhe cxpmnimation. Since the nows of the
scandal beoke publicly, Wells Fargo stock markat vaine decreased by $28 million. The scandal
cresting more alcming challenges for the fstare as indiosted by declining snmber of castomer’s
opening checking accounts and applying fr credit card sccounts (Glaser, 2017). Mossover, the
oustomer and feller internctions with the baskars declined by 40%. The comsumars we lugely
affbcted keaping in mind that most of the scoounts Sundulently opsned incexred fhes hance the
onstomer credit scores 'ware luxt without thair consent. AddRtiomally, the opsning of the bask

scoounis mandaied the costomss o sufhories & priveie achibation with the bask, hance thay could

sot pusne any lagal actions against Walls Fargo affer the scandal (Levine, 2016). Employess


http://www.primenursingpapers.com/

PRIME
NURSING
PAPERS www.primenursingpapers.com 4

worked under pressure and forcing to violate ethical codes to meet the aggressive sales goals and
receive incentives as promised by the corporate management. West and Craddock (2018) report
that employees who raised an alarm by claiming that the sales goals were promoted unethical
conduct were terminated. Former Well Fargo employees faced challenges in gaining employment
from other financial institutions. Indeed, the company failed its employees, the customers, and
several stakeholders which tarnished the bank’s reputation and loss of public trust and credibility.

Wells Fargo used corporate apologia theoretical approach to respond to the crisis. As
quoted by Ulmer et al. (2017), Hearit defines apologia as “a response to criticism that seeks to
present a compelling competing account of organizational accusations.” The organization at first
denied the allegations and the top executives were defensive for the actions. Stumpf reacted to the
criticisms by apologizing about the scandal while denying allegations that he was aware of the
fraudulent cycle (Blake, 2017). Accordingly, the response was a corporate apologia on the basis

that it was triggered by charges and criticisms spread by the media, analysts, politicians, and

Iowssskars who contended that Wells Fargo wes guity of fandulent crestion of sccousts without
cllenis’ comsent.

Bafbre the sows beoks, the amscutives lead by Stampfhad recelved lstiers pointing out the
wnsthical conduct end advarse demages of coesting fks sccowsis. Howewer, the axscutive
sssponded to the aclels by terminating amployess who mported the jsne. Besldes, Stumpf denied
fhat b was sware of the fiandulent miss practioss. Moseover, his unsthical leadecship practice

cansed him to deny that be was involved in esiabilshing the compansstion fir esscutives desplie
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the evidence that ke was sware of the scandal. Whan the ssws broks, the bank objected that the

peoblam was not an istentional sales strstegy (Cowlay, 2016). Wells Fargo filed st advocacy by
danying the trath shout the axscutive’s swersnsss of the finndulent sales practioss. Mossower, they
fhllad ot ficing amployess who sought to soveal the unsthical practioss. The profiesional core valee
ststament of The Public Relations Sccisty of Amarica (PRSA) emphesiss on the walnes of
advocacy, expacties, honssty, fiieem, loyekty, and independence to guide public relations in
orgenimtions ("Code of Bthics - Public Relstions Socisty of Amarion®, 2.4.). The company flled
o wphold the ethical code of conducis by terminsting employess who sttempied o solwe the
fandulent crestion of acoounts.

Addtionally, the cxgenimtion filled ot denying corporsies knowledge of the fundulent
oycle and suking cxouses fir the wasthical behavior. Later the company smponded to fhe
sconsstions Sllowing the lvweniis and investigations filed by Los Angales oty stiorasy. Wells
Fargo offickels denied the complaint allagations and asserted that fhay would vigosowsly defnd
against the mislsterpratations shout the arganimtion and s employess whoss careass are hunded
in doing the right thing fo costomes™(Bisks, 2017). Wails Fargo wead an excuse approach o
ssspond o the arkis by biaming  the amployess fir fandulent actions mather than biaming the

aggremive salss goals (Wileox ot al, 20195). Walls Fargo went fixther fo publish prass selesses fo
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addesss the ane. The prass relesses cutfined the cxgenisation msssuses to sebuild castomer trast

and strangfhan the corporste culturs; the sigaificance ofhealtiry behaviors by corporste essoutives;
and the implemeniation of investigations by indepandent directors. Fisally, Walls Fargo published
& proms release asnouncing the resigastion of Stampf and ssscunced & asw CHO-Tim Sloan (West
& Caddock, 20185). The mplscamant of Jobhn Stampf by Tim was & sigaificant progeass fo help
sebuild public trust by having & sow figme in the corporsie leadeship. B is imparative to note thet
e pross selsases ware not effbctive in mplanihing public trast slnce they @d sot hows on

addeasing the root canse and solations fo the previous wasthical practioss.

Wels Faugo could hewe handied e achs by teking rmpomsbilty and showing
tmsparancy 1o the public trough ethioal commmniostion snd perssssion aduiiting that they made
maistakes. This could help sebuild the organimtion repuiation and meks improvemants fo the publio
fmage. The offickis could heve displsyed slncarlly, integrhy, and anthantiohy when reacting o
the ccels rather than denying allagations fir Sandulent actions. Wicox ot al. (2015) emphasieed
that trathihiness and sincerky is an importest principle ia public relstions and argenitions should
svold deceptions in the public respomse fo achis fhat affbct the public and the orpenimtional
staksholders. Consldering the poar public relstion skills displayed by the officials, the company

oould have hited & mpuisbie public mistions conssliancy company or sasager o lelp wih
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staiaglc pacsmssion. The public maletions feam could hewe helped sccomplbh corporsie

ssponaibiity by parssading the public fo again the trast and coedibiity. The team would infrm
the public that Wells Fargo is handling the issues and show their opsansss fo shacing infbrmation
and provent spreading incorrect infhrmation sbout the arisls. Mossover, the company should have
ensured transparency jn all commmaication to both the customars, employess, and the stakeholders.
Wells Fargo could heve ensmed fhay stick fo thelr word s displayed in campaign mesmnges
trough sockal madia and telovision ade. In developing the campaign messages, Wells Fargo should
aw Sllowed the guldelines fr sucossihl aclls commmmication messages a8 actionleted in
Thinking Public Relations. Wicox ot al. (2015) states that “s mussage st be secelved by the
fotended endisnce, £ mmst gt the endisnce’s sttention, & =t be wndersicod, & mst be
semembered and & mmst be acted wpon.” Shacing the busines opamstion detalls with the publio
would enfieoe scoountshilky and sebuild & credible crganimtional image. Witk dedicstion and
petince, the company should hewe restrecteed the mamagement strecte end mmke
improvemants 1o rebulld equity with the public.

To svold the ccials the officiels cuglt to heve responded fo the complsints by employess
seganding the soandal. Acconding fo the FREA code of ethics, all amployess axe expected to act in

the best interssis of the cliant and get cosiomer consant bafbee waing thelr pacsosal infbemation to
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svold comprising good business relations and trest ("Code of Bthics - Public Relstions Socisty of
Amarics®, 2.4). The company should have imposed strict rules fo any stafl mamber thet violeies
the ethical codes by engaging in fandulent activity. Wells Fargo was sware of the fundulent
sctions within the organimtion but chooss 20 actions fo curb the peoblam. The company should
have trainad the amployess on ethical practioss and how fo solve ethical conflicts. The amployess

oould be tzained on the imporiance of customer sarvices and business repuintion sbove the gresd

i achisving miss gosls to anjoy the incentives.

Crisis and scandals in both large and small organizations require thoughtful and ethical
communication strategy that displays transparency. It is crucial that executives lead by example
by creating messages that validate the transparency of the organization and its efforts to make
improvements and resolve similar crisis in the future. Top executives play a greater role in
rebuilding trust to the stakeholders by admitting that a mistake has occurred and necessary actions
are being implemented to contain the crisis. The public requires to hear from leaders that they are
implementing plans to resolve the crisis to help change the perception of the public and rebuild
equity and trust. The recent ‘Pre-Established” brand campaign shows the progress the company is
making to transform the organization and rebuild trust with team members, stakeholders and
customers. Wells Fargo needs to restructure its traditional management culture through words and

action to regain its reputation as a socially responsible financial institution.
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