Boeing: What to do when your employees think you
are a monkey?

MANAGEMENT DECISIONS

The authors prepared this case solely as a basis for class discussion and not as an endorsement, a source of primary data, or an
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Decisions and outcomes

When Boeing aired their dirty laundry

On December 2019, Boeing proactively provided the employees’ internal emails to the
FAA (the Federal Aviation Administration) and the United State Congress for the legal
review of 737 MAX Program. This procedure started after the two tragedies occurred
due to what seemed technical issues in this airplane. Boeing also handed in the copies
of these conversations to the Senate Committee on Commerce, Science, and
Technology and the House Committee on Transportation and Infrastructure as well as
the public.

On January 9th, Boeing released an official statement about the controversy of their
employees’ communications. In the statement, the company explained the publicity of
the internal emails as a commitment to be transparent and for the safety overseeing of
the industry. Besides, it clarified the role of Boeing and the FAA in the simulator
qualification process and affirmed that the MAX simulator worked efficiently, which
were the main topics criticized. The company referred to their employees’ private
conversations as inappropriate and inconsistent with the company’s culture and
values. At the end of the statement, Boeing apologized to the public and stakeholders
while ensuring that they had already taken initiatives to improve safety in the Boeing
737 MAX and actions upon these employees.

The new leadership

On December 2019, Boeing announced a change in the management team. Dennis
A. Muilenburg, who had been the Chief Executive Officer for four years, resigned from
his position. The Chairman at that moment, David L. Calhoun, took over this position
from January 13th, 2020. With the new CEO, the company showed dedication to renew
their transparency commitment. In their official press release, the company stated:

“The Board of Directors decided that a change in leadership was necessary to restore
confidence in the Company moving forward as it works to repair relationships with requlators,
customers, and all other stakeholders.”

A statement by the new CEO was issued on January 13th providing his assurance:

"We are focused on returning the 737 MAX to service safely and restoring the long-
standing trust that the Boeing brand represents with the flying public. We are committed to
transparency and excellence in everything we do. Safety will underwrite every decision, every
action and every step we take as we move forward. Fortunately, the strength of our overall
Boeing portfolio of businesses provides the financial liquidity to follow a thorough and
disciplined recovery process.”
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Besides, Calhoun reinforced the priorities for 2020 through email communications
to all Boeing’s employees. These priorities include the return plan of 737 Max by
rebuilding trust, focusing on the company values and excellent operations,
maintaining production health and investing in Boeing's future.

Business activities

Boeing 737 MAX

After the publication of controversial conversations about the 737 MAX program,
Boeing released two announcements about the return of this aircraft. To start with, the
company recommended the simulator training as an addition to the computer-based
training applied to all MAX pilots, against the main selling point of 737 MAX: no need
for training. This recommendation was considered as Boeing's efforts to enhance the
safety and the changes together with test results. Later on, a new statement was
published estimating the ungrounding of 737 MAX during the middle of 2020 to
support customers and suppliers in their operations” schedule.

New aircraft

In parallel with the return of 737 MAX, Boeing announced on January 25th the
success of the new 777X first flight:

!

"The 777X flew beautifully, and today's testing was very productive," said Capt. Van
Chaney, 777/777X chief pilot for Boeing Test & Evaluation. "Thank you to all the teams who
made today possible. I can't wait to go fly your airplane again."

This Boeing aircraft is expected to be the new market-leader in Boeing’s widebody
family by the latest innovations and lower fuel use as well as the operating cost.

First annual financial loss in 23 years

At the end of January, Boeing also released their fourth-quarter financial results.
The company admitted in this report the loss of revenue in both the fourth quarter and
the full year of 2019 due to the issue of 737 MAX. This is the first time in 23 years;
Boeing reported an annual loss, which should be a warning sign for both the company
and stakeholders. Moreover, the United States” gross domestic product in the first
quarter of 2020 is predicted to lose the half percentage point because of Boeing
deficiencies.

Internal culture initiatives

In the press release published on January 9t, Boeing acknowledged an
organizational culture problem. The language used and the feelings expressed by
employees are not consistent with the values Boeing stand for. Therefore, it was
announced that appropriate action would be taken in response, including disciplinary
and other personnel actions.
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Reinforcement of Boeing’s core values

Boeing presented on their website a detailed plan which is believed to gain trust
and improve transparency to the public and stakeholders. In this plan, the company
pays attention to its three core values: safety, quality and integrity. In order to leverage
them, Boeing listed out the actions that they need to improve, which are company
actions related to safety and quality, software and training updates, fleet support,
global outreach and airplane production.

Stakeholders and Public Reactions

After the public release of employees’ conversation, Boeing has faced severe
criticism from the public about the safety and production of the 737 MAX program.
Due to the two fatal crashes, these emails raised critical concerns among passengers
about development and qualification of Boeing’s plane. Additionally, the relationship
between Boeing and FAA is also questioned by the public based on the content of some
of the conversations.

Public opinion

Between early January and mid-February, Boeing’s Facebook and Twitter
accounts have received negative comments in almost every post (Exhibit 1). These
comments show a huge disappointment and potential loss of customers who do not
trust the company and reflect how damaged Boeing’s reputation is.

Lawmakers and governments

Boeing also faced criticism from the lawmakers. In the press release by the House
Committee on Transportation and Infrastructure, Peter Defazio expressed his
disappointment:

“These newly-released emails are incredibly damning. They paint a deeply disturbing
picture of the lengths Boeing was apparently willing to go to in order to evade scrutiny from
regulators, flight crews, and the flying public, even as its own employees were sounding alarms
internally. I can only imagine how painful it must be for the families of the 346 victims to read
these new documents that detail some of the earliest and most fundamental errors in the
decisions that went into the fatally flawed aircraft.”

In terms of 737 MAX investigation and return plan, the inspection pointed out that
346 people died because of the failed system and criticized the irresponsibility of the
certification process. Commenting on the 737 MAX problem, U.S. President Trump
described Boeing as a “Very disappointing company”’. He also said:

“This is one of the greatest companies of the world, let’s say, as of a year ago and all of a
sudden things happened.”

Despite all this criticism, Boeing has not really implemented a communication
strategy to react to all their stakeholders” comments on social media.
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Exhibit1  Facebook and Twitter comments against Boeing
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