




Boeing: Response to Crisis

A Reputation in Crisis
After over 100 years of the most solid reputation among airline pilots and customers, Boeing is undergoing a transformation of its public identity. With two 737 Max airplane crashes in 5 months killing 346 people, Boeing has faced the worst crisis in its history. 
The response to crisis from company leaders has been problematic especially with the way ongoing concerns from airline pilots have been handled. With the 737 Max, Boeing continued making technology upgrades to an outdated mechanical structure in order to cut costs and extend the plane’s ability to stay in service. The MACS flight control system was a technology add-on to the plane that pilots did not even know existed and were not trained on for safety and compliance. The error-prone system proved, in certain flight circumstances, to force the plane into uncontrollable downward dives. 
Safety Concerns Ignored
Boeing officials had the system errors brought to their attention through multiple channels over a period of time, but chose to overlook the safety concerns. When the system was pointedly called into question after the two crashes, Boeing defended the design and argued that pilot errors were to blame. 
Since them, whistleblowers and experts within the company have come forward with an abundance of communication showing the engineering culture within the company experienced significant and ongoing pressure to meet financial objectives to the detriment of safety and compliance. In October of 2019, CEO Dennis Muilenberg testified before Congress indicating the company’s concern with safety, but was criticized for the abundance of evidence showing safety concerns were not addressed while profit and shareholder value were consistently made a priority. The FAA in January 2019 is proposing to fine Boeing $5.4 million for installing faulty parts in planes. In January 2021, Boeing announced a $2.5 billion settlement to resolve the criminal investigation. 
Far Reaching Financial Impacts
Impacts financially are significant. The stock has dropped 25% since before the last plane crash. In 2019, orders for new planes dropped from a high in 2018 of 893 to just 51. In 2019, Airbus had 768 orders for new planes making it the leader in world aviation. 
In January 2020, the company is working out a two year loan deal of $12 billion (in addition to the $9.5 billion credit line it obtained at the end of 2019) while regulators are saying the Boeing recovery will be “costly and protracted” along with “heightened operational and financial risk.” Boeing’s total liabilities currently amount to $136 billion while current assets rest at $131 billion. Moody’s has announced it is putting Boeing “on review for downgrade.”
The ripple effect extends beyond Boeing. A major supplier for 70% of the plane’s parts, Spirit AeroSystems, has laid off 2,800 employees due the halt in 737 MAX production. This will further delay resuming production of the 737 MAX once it is approved for flight. Predictions from top analysts indicate the ongoing production delays could reduce U.S. economic growth by 0.5% in the first quarter of 2020.
A Call to Rebuild Culture
Looking back on a culture valuing profit over safety, it’s clear Boeing put short-term financial gains ahead of ensuring the future industry position of the company. 
The biggest challenge the new Boeing CEO, David Calhoun, will face is to improve the culture and rebuild trust to bring Boeing back to being a respected leader in the aviation industry. This includes reorganizing the engineering groups to be less accountable and accessible to business managers revitalizing a demoralized workforce, and rebuilding trust within the aviation industry and with the public. 

Discussion Questions:
1. What ethical responsibility does Boeing and do other U.S. companies have to protect shareholder interests?
2. In 2001, Boeing kept its engineering division in Seattle and moved its executive headquarters to Chicago. How might this move have initiated a long term impact on the company culture?
3. How does a company operating with a profit-driven focus maintain its integrity?
4. What are could be the long term effects of Boeings problems with company culture?
5. What should Boeing do to rebuild trust?


Appendix: Boeing Mission and Values

Boeing’s vision statement is: “People working together as a global enterprise for aerospace industry leadership.”

Boeing’s core values are: “Integrity, quality, safety, diversity & inclusion, trust & respect, corporate citizenship, and stakeholder success.”
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