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Abstract--- This study offers a critical evaluation of a recent major issue faced by BestBuy. The evaluation
employs decision making and problem-solving techniques to analyze the company’s response to the selected
problem, as well as recommend some of the alternative methods through which the company’s selected
problem could have been addressed. The report proceeds further to provide a trend analysis of BestBuy’s share
prices, especially during the period in which it experienced the problem. The report culminates in the
evaluation of the manner in which investors perceived the problem and how BestBuy responded to those

perceptions.
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I. INTRODUCTION

NCORPORATED on October 20, 1966, BestBuy has

operations in Mexico, Canada, and the United States (Cox,
2012). The company provides services and solutions, and
technology products. Headquartered in Richfield, Minnesota,
the company was founded by James Wheeler and Richard M.
Schulze.

The company’s specific products include electronic
equipment and accessories such as adapters, mini fridges,
cables, tablets and HDTVs, storage products such as furniture
for home theaters, equipment bags, and media storage, and
clips and chargers for cell phones, gel skins, and phone cases
(Curtin, 2012).

It also offers wearable’s such as e-readers and smart
watches (Aune, 2012). The mode of operation involves the
use of the company’s mobile applications or Websites,
engagement with Geek Squad agents, and the provision of
products and services to customers who visit services,
translating into in-store selling (Sottek, 2012).

By December 31, 2016, BestBuy operated 400 small-
format and 1,200 large-format stores throughout its
international and domestic segments (Sandoval, 2012).
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Figure 2 - Summary of BestBuy’s Company Profile
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Description of the Problem

BestBuy’s recent scandal concerned an issue of corporate
governance. The company’s former CEO, Brian Dunn, was
found to have had a relationship with a 29-year-old female
subordinate member.

According to Smith, (2012), this engagement in
extremely close personal relationships translated into a
violation of BestBuy’s company policy, yielding a negative
impact on the firm’s work environment.

The scandal was compounded by the chairman and
founder’s quest to cover up the illicit relationship between the
CEO and the employee, yet the relationship violated
company policy.

The woman with whom the CEO was involved was
reported to be Dayna Cline, who, at the time, served at
Richfield’s BestBuy’s leadership training institute.
Particularly, she was the Leadership Institute Coordinator
(Cox, 2012).

As the scandal emerged, Dunn was married with three
sons and resigned from the position of a CEO. Whereas the
relationship did not involve misuse of the company’s
resources, BestBuy’s board investigations revealed that it had
impacted the work environment negatively. The scandal was
confirmed in April 2012,

II. How THE COMPANY COULD HAVE
RESPONDED BETTER

Based on the crisis response strategy that incorporated
the rebuilding practice, BestBuy’s approach is worth
acknowledging and acceptable because it promises future
stability and the restoration of the confidence of customers
and other stakeholders; having established a consistent and
positive workplace environment. However, other strategies
were at the company’s disposal and could have been utilized
to achieve better results.

Table 1 - Proposed Business Management Strategies

Strategy What was done What should have been done
The company focused on its corporate
ﬁg;ﬁmgce dg\?\:;cyolnn ?ﬁg'S'grEgak't?]%‘ Iften?:aslg Ensuring that a crisis management plan is updated at
. . - least once per year
employee, and the chairman, especially regarding
their violations.
Furthermore, the company examined contact
histories and technological infrastructure to gin
Rebuilding crL_JciaI leads to the scan@al. \{Vith_ concrete _ o _ N
evidence obtained, the investigating team | Enhancing the training of its crisis management team to
recommended steps such as the shareholders’ | ensure that it embraces timely responses and early
approval of the declassification of the Board in | detections
which annual elections would be held to elect
directors, as well as hold an election of a new
chairman. At the time, the CEO had resigned.
Testing the designated crisis management team and plan
at least once per year
This statement points to remorsefulness and the
willingness of senior leaders and managers to embrace
change. However, it only emphasizes the restructuring
process at the company but fails to acknowledge the
A statement by Mr. Tyabji, in support, read, “As | needs of customers and other employees, with
Directors a Board, we support the proposal for annual satisfaction at stake. Therefore, the company should

support of the
investigation

elections as an additional demonstration of our
commitment to strong corporate governance

have incorporated policies seeking to cater to the needs
of these latter groups in the post-scandal period. Some of

team’s practices. Each of us - with no exceptions - will these steps include employee engagement and
proposals be subject to approval by the shareholders on an motivation programs and improvements in customer
annual basis” (Aune, 2012; p. 3) relationship management. Some of the companies that
have used the latter strategies and countered scandals
successfully include Wal-Mart and Target Corporation,
which have had credit card scandals. Thus, BestBuy
could embrace a similar move.
Notably, the CEO-employee relationship scandal For example, the model’s emphasis on considering crisis

prompted BestBuy to respond with the aim of restoring or
rebuilding its image with the stakeholder groups. Whereas the
SCCT model proved successful in terms of enabling the
company to understand the ideal crisis response strategy that
promises to maximize reputational protection, it comes with
weaknesses.
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history as a factor for establishing solutions fails to
acknowledge possible changes with time, upon which
workplace factors prevailing in a previous environment might
differ from a current situation.

The model fails to explain this potential disparity and its
effect on crisis response strategy (Pang, 2012).
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Stock Market Analysis
This section summarizes the investors’ reactions and
share price following the 2012 CEO scandal at BestBuy.

III. SHARE PRICE TREND ANALYSIS AND
INVESTOR REACTION

Best Buy

T-year share price

Jan |Feb 'Mar |Apr May |Jun |Jul lAug |Sep Oct |Mov Dec
2012

Figure 3 - Summary of BestBuy’s 2012 Share Price Trend Analysis

Interpretation

As highlighted above, BestBuy spiraled downward in
2012. Apart from cycling through two CEOs, the company
was also fighting against major rivals: Wal-Mart and
Amazon. The downward trend also came at a time when
Richard Schulze was keenly campaigner to ensure that a
leveraged buyout is realized to take the retailer private.
However, the campaign proved futile. As such, the
company’s shares fell by 47%, with the scandal proving
negative to investors. The situation did not improve in the
following year, as illustrated by the five-year comparative
trend below.
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Figure 4 - A Five-year Comparative Analysis Shows BestBuy’s
Performance before and after the CEO Scandal
Prior to the scandal, BestBuy’s market performance
relative to investment was as follows:
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Revenue

Three Months ended March 3, 2012
Change YOY

Prior-Year Period

Comp. Store Sales Comp. g;?ég

(Smillions) Revenue

Domestic $§12,600 42% (2.2%) (5.5%)
International 4,030 1.1% (2.9%) (1.7%)
Total $16,630 34% (24%) (4.7%)

Gross Profit

Three Months ended March 3, 2012
(Smillions) Gross Profit Change YOY % of Revenue
Domestic $3,015 2% 23.9%
International 1,042 6% 25.9%
Total $4,057 3% 24.4%
Adjusted gross profit - Domestic $3,034 3% 24.1%
Adjusted gross profit - International 1,042 6% 25.9%
Adjusted gross profit™ $4,076 4% 245%

Figure 5 - BestBuy’s Performance before the CEO Scandal

From the figures above, it is evident that the CEO
scandal affected BestBuy’s share price negatively, posing a
further negative effect on investor interest. From the
comparative analysis in figure 10, it is also evident that the
impact was long-term because the downward spiraling went
beyond 2012/2013. To handle this crisis, the previously
recommended strategy of embracing regular employee
feedback and involving the workforces in early detections of
crises forms an informed step through which the company’s
positive reputation or brand image might be realized or
maintained.

IV.CONCLUSION

This study has focused on the CEO scandal at BestBuy,
which occurred in 2012 and led to Brian Dunn’s (the CEO)
regulation in April the same year. Also, the scandal saw the
company’s chairman come under intense pressure and
criticism for having gained knowledge of the CEO’s
relationship with a female employee as early as December
2011 but failed to report to the audit committee. As such, the
chairman also resigned. From the figures above, the scandal
came at a time when BestBuy’s stock market performance
was not promising, but the situation even exacerbated this
trend, revealed by the comparative analysis with other
selected companies. Overall, the report has provided crucial
insights into decision-making techniques and models that
could be employed when a company faces a crisis; especially
relative to BestBuy’s 2012 CEO scandal.

V. RECOMMENDATIONS

Whereas BestBuy embraced the SCCT theory and
transitioned successfully, it could have done better via the
incorporation of the FOCUS Model, which is more structured
and unlikely to be marred by the employees’ or task forces’
confusion of roles. It is also recommended that the company
engages its employees in regular feedback provision to detect
possible crises in time. This step is recommended because the
audit committee’s interviews with former and current
employees (at the time) revealed that the workforces had
adequate information about the CEO-employee relationship
but only released it upon being approached. By implementing
these strategies, it is projected that BestBuy will cement its
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brand image among customers and investors and also assure
future survival as one of the leaders in the retail sector.
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